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LETTER OF TRANSMITTAL 


CONGRESS OF THE UNITED StaTEs, 
Jornt COMMITTEE ON DEFENSE Propuction, 
January 22, 1957. 
The honorable the PrEsIDENT OF THE SENATE. 
The honorable the SPEAKER OF THE House oF REPRESENTATIVES. 

In accordance with section 712 (b) of the Defense Production Act of 
1950, as amended, which provides for a report to the Senate and House 
of Representatives from time to time concerning the results of studies 
of this committee, together with such recommendations as it may deem 
desirable, there is transmitted herewith the sixth annual report of the 
Joint Committee on Defense Production. The appendix of the report 
contains summaries from various departments and agencies perform- 
ing functions under authority of the Defense Production Act to 
October 1956. 

Respectfully submitted. 

Paut Brown, Chairman. 
A. Wiis Ropertson, Vice Chairman. 
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Mr. Brown of Georgia, from the Joint Committee on Defense 
Production, submitted the following 


REPORT 


[Pursuant to sec. 712 (b) of the Defense Production Act of 1950] 


INTRODUCTION 


The Joint Committee on Defense Production is authorized under 
section 712 of the Defense Production Act of 1950, as amended, and 
is composed of 5 members from the Senate and 5 members from the 
House of Representatives. The committee has the responsibility of 
making a continuous study of the programs authorized by the Defense 
Production Act and of reviewing the progress achieved in the execu- 
tion and administration of these programs. The committee receives 
periodic reports from each department and agency performing fune- 
tions under the Defense Production Act, advises with officials charged 
with the administration of the act, and conducts hearings covering ‘the 
activities of these departments and agencies under the act. . Under 
the direction of the chairman, the committee staff conducts a continu- 
ous study of the administration of the programs authorized by the 
act. Each department and agency performing functions under the 
Defense Production Act has summarized its activities for the past 
year for inclusion in the appendix of this report. 


Present Stratus oF Drrense PRODUCTION 


On the basis of preliminary fiscal year 1956 data, the Department 
of Defense estimates that in the 6 years since Korea the value of mili- 
tary supplies and equipment delivered, plus the value of military 
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construction put in place, has totaled about $125 billion. Of this 
amount, $96.6 billion was in hard goods, $16.5 billion in soft goods, and 
$11.9 billion in construction. 

During the fiscal year 1956, it is estimated that $18.1 billion of mili- 
tary supplies and construction were delivered or put in place, includ- 
mg $14. 4 billion in hard goods, $1.8 billion in soft goods, and $1.9 bil- 
lion.in construction. The estimated total of $18.1 billion for the oan 
year 1956 > hn with $20.7 billion for the fiscal year 1955, $25.8 
billion for the fiscal year 1954, $28.4 billion for the fiscal year 1953, 
$22.8 billion for the fiscal year 1952, and $9.2 billion for the fiscal year 
1951. 

Comparison of delivery patterns during fiscal year 1956 with those 
of fiscal year 1955 reveal an overall change of about 13 percent down- 

ward.in fiscal year 1956, which is comprised of decreases in hard 
goods and soft goods amounting to 15 percent and 7 percent respec- 
tively, and an increase of 4 percent in construction. Individual hard 
goods programs vary widely in a comparison of the 2 fiscal years, from 
an increase of 69 percent in the value of deliveries in the oruided 
missile program to decreases of 24 percent in the combat vehicle pro- 
gram and about 22 percent in the ammunition and electronics pro- 
grams. The value of the aircraft program deliveries decreased 19 
percent, while deliveries in terms of airframe weight decreased from 
126.4 million pounds in fiscal year 1955 to 95.6 million pounds in fiscal 
year 1956, 2 decrease of 24 percent. A decrease in procurement of 
subsistence is reported to have caused the 7 percent drop in soft goods 
deliveries. 

The Department of Defense reports that the production allocation 
program has continued to progress during the fiscal year 1956. Under 
this program Armed Services procurement officers are reported to be 
continuously locating the best sources of military production, develop- 
ing practical production schedules and reserving pr oduction c: upacity 
to meet these schedules in event of war. The Register of Planned 
Mobilization Producers lists the firms participating ; with the Depart- 
ment of Defense in industrial mobilization planning. The Depart- 
ment of Defense feels that significant progress has been made during 
the past year in concentrating the range of planning so that available 
planning resources are foc used on the most important military items. 
The preferential planning list is maintained for the most critical 
items for which mobilization planning is required and for which 
priority is to be given in the planning work of the military depart- 
ments. This list is reported to be under continuous revision to insure 
that no important item is left off and that no item which has become 
of lesser importance is retained. 

Contractual commitment and guarantee programs under the De- 
fense Production Act continue to provide for the purchase or commit- 
ment to purchase materials, minerals, and metals for Government use 
or resale; the encouragement of exploration, development, and min- 
ing of strategic minerals and metals; and the installation of produc- 
tion equipment in industrial plants. The objective is to provide ade- 
quate production equipment and supplies of strategic and critical 
materials for defense production and the national stockpile. The 
probable ultimate net cost to the Government for all commitments 
to the end of August 1956, is estimated at $1,044 million. Borrowing 
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authority programs remain in effect for 21 stockpile materials. Many 
of these programs provide for deliveries to the Government throug 
1958, and some through 1962. The Defense Minerals Exploration 
Administration, Department of the Interior, has continued its pro- 
gram of advancing funds (50 to 75 percent) for the exploration and 
development of prospective mineral deposits under the Defense Pro- 
duction Act. For these programs ODM has allocated borrowing 
authority funds in the amount of $34 million. 

Purchases of materials for the national stockpile are made under 
Public Law 520, 79th Congress. The current best judgment on the 
quantities of materials which are required for the stockpile is expressed 
in terms of stockpile objectives. These objectives are subject to con- 
tinuing review. 

Your committee reported in the fifth annual report that there were 
75 materials in the stockpile program, as follows: 46 materials for 
which the minimum objective had been met, 5 additional materials 
for which the inventory on hand was more than 75 percent of the 
minimum objective, 9 additional materials for which the inventory was 
more than 50 percent of the minimum objective, 7 additional materials 
for which the minimum objective was more than 25 percent complete, 
and 8 additional materials for which the inventory was less than 25 
percent of the minimum stockpile objective. 

The Oftice of Defense Mobilization currently reports that. 74 ma- 
terials are being stockpiled. During the last year, 45 major stockpile 
reviews were completed resulting in changes in minimum objectives, 
as follows: (a) 9 objectives were increased; (2) 18 objectives were 
decreased; (¢) agar and palladium were added to the stockpile list; 
hog bristles and corundum were dropped; and sapphire and ruby were 
placed on the inactive or group II list. Of the 74 materials being 
stockpiled on June 30, 1956, the minimum objective had been met for 
47 materials, with 6 additional materials more than 75 percent com- 
plete, 8 additional materials more than 50 percent complete, 5 addi- 
tional materials more than 25 percent complete, and 8. additional 
materials for which the minimum objective was less than 25 percent 
complete. © 

One year ago your committee reported the following special problem 
materials: nickel, aluminum, copper, metallurgical fluorspar, battery 
grade synthetic dioxide manganese, mica, selenium, and titanium. 
Summaries have been included under separate headings for nickel, 
copper, and aluminum. 

The minimum objective for metallurgical grade fluorspar remains 
unfilled. Stockpile purchases have been restricted to domestic pro- 
duction, and the domestic price is higher than the world price. Con- 
tinued efforts by the Emergency Procurement Service to obtain offers 
of domestically produced metallurgical grade fluorspar resulted in 
contracting for only a small additional amount. 

Stockpile purchases of the grade of synthetic dioxide manganese 
suitable for military dry-cell batteries were increased during recent 
months but the stockpile objective is reported to be far from being 
reached. ODM authorized substantial additional stockpile purchases 
and certified funds for a long term DPA contract. The stockpile 
inventory, pie these authorizations, provide for most of the minimum 
stockpile objective. 
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Although there were additions of both muscovite block and film mica 
to the stockpile, the inventory status is reported to be still unsatisfac- 
tory. ODM ae that progress is being made in the evaluation of 
various research programs for the development of substitutes for 
strategic natural mica. Only about 10 percent of the domestic mica 
acquired and processed has met stockpile specifications. 

DM reports that the Emergency Procurement Service has been 
unable to acquire any selenium for the stockpile in the past, but that 
the supply-demand balance has shown signs of improvement. De- 
spite the increase in production and the use of alternate materials 
which have apparently diverted some industry requirements away 
from selenium, demand for selenium still exerts upward price pres- 
sures. 

Titanium is the third largest expansion program certified by the 
Government under the Defense Production Act. As of June 30, 1956, 
ODM has certified a total of $895 million in borrowing authority funds 
for this program with a total probable ultimate net cost to the Govern- 
men of $128.7 million. Of the total $895 million certified, approxi- 
mately $365 million have been committed by GSA for the construction 
of production facilities, research and process development, and Gov- 
ernment purchase contracts. Approximately $61 million of the total 
committed represents a probable ultimate net cost to the Government. 

The previous annual report set forth some of the basic problems 
which have confronted industry in the production and usage of ti- 
tanium metal. It was further indicated that through the combined 
efforts of industry, the Naional Academy of Sciences, the Titanium 
Advisory Committee, the Titanium Metallurgical Laboratory, and 
Government agencies, efforts were being made to overcome these diffi- 
culties. 

During the past year significant progress has been made in several 
areas, particularly with respect to the grade of sponge produced and 
the greater uniformity achieved in melting and fabricating processes. 
It is apparent, however, that there are several areas where further 
research and process developments are needed before increased usage 
of titanium can advance rapidly. These include, among others, im- 
proved heat-treating practices to achieve higher strength alloys; im- 
proved fabricating and welding processes; and the development of 
alloys suitable for high temperatures ranging up to 1,200° F. One of 
the major problems currently under study is the production of uniform 
quality, high strength alloy sheets primarily for use in the airframe 
industry. Present titanium sheet production is not satisfactory for 
all airframe applications. 

In view of the potential importance of titanium for vital defense 
programs, the Department of Defense has taken the lead in extending 
research and development assistance to industry. A major effort is 
being made currently to accelerate the development of high strength 
sheets suitable for airframe applications. The Navy has allocated $3.5 
million toward the first phase of this program. 

To date approximately 95 percent of all the titanium consumed 
domestically is used in the production of aeronautical products, mainly 
engines, airframes, airborne equipment, and guided missiles. While 
the physical properties make titanium a highly valuable and strategic 
material, its present high processing and fabricating costs are a seri- 
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ous obstacle to its rapidly expanded usage. Although three price 
reductions during 1956 brought the price of titanium sponge down to 
its current level of $2.75 per pound as compared to $5 in 1954, the cur- 
rent cost of various titanium mill products 1s reported to range between 
$6 and $20 per pound ($12,000 to $40,000 per ton). A concrete example 
of the adverse effect of price on the usage of lightweight titanium was 
the recent cancellation of plans by the Department of Defense to pur- 
chase several thousand jet engines because the price was considered 
excessive in relation to the added performance to be gained over using 
the heavier but lower priced stainless steel. 

The production of titanium sponge is expected to reach 14,500 tons 
in 1956, which will exceed the total consumption by a considerable 
margin. According to industry announcements, the sponge capacity 
by the end of 1957 may reach as high as 35,600 tons annually, which 
will be substantially in excess of the present estimated consumption 
by that time. Since some of the producers have certain “put” rights 
to the Government under existing contracts, the Government inven- 
tory of sponge may be greatly increased because of the surplus supply 
during the next 2-year period. In addition there are 2,450 tons of 
Japanese titanium sponge being acquired in 1956 and 1957 for the sup- 
plemental stockpile under CCC barter contracts. As of September 1, 
1956, the Government revolving inventory of titanium sponge totaled 
8,300 tons of which 65 percent had a Brinell hardness of 140 Bhn, 
or less. 

The Director of ODM, after presenting to the Defense Mobilization 
Board the recommendations of the Titanium Advisory Committee, 
emphasized the need for a Government support program in a policy 
statement forwarded to the Department of Defense on October 7, 1955. 
It recommended that the Department of Defense make every effort te 
expand the use of titanium in military equipment on a production 
basis despite its present high cost. The statement indicated that this 
will permit rapid advances in fabrication technology and lead te 
reduced costs. However, despite the ODM policy statement it is re- 
ported that there are applications in which titanium is not being used, 
because of its high cost, even though it offers equal or superior per- 
formance. 

On October 24, 1955, the Assistant Secretary of Defense (Supply 
and Logistics) issued a Department of Defense Instruction No. 4210.9 
setting forth procedures for the reporting of titanium requirements by 
the military departments for use of the Assistant Secretary of Defense 
in providing information in support of the titanium expansion pro- 
gram. The instructions stated that the requirements for the period 
July 1956 through June 1959, should be determined on the assumption 
that titanium and titanium base alloys will be freely utilized in those 
applications in which they will improve performance of equipment 
with a resultant military advantage commensurate with additional 
costs; that titanium will not be used in lieu of more economical mate- 
rials where equal performance characteristics will result. Exceptions 
to this, according to the instructions, will be developmental projects, 
manufacturing method projects, and production applications aimed 
principally at gaining engineering and manufacturing methods experi- 
ence. It would appear that the language contained in the instructions 
issued by the Department of Defense falls short of that set forth in 
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the ODM policy statement. It is recommended by your committee 
that a review of the implementation of this policy be made by ODM. 

On November 27, 1955, the Department of Defense submitted their 
latest estimated defense requirements for titanium covering the 3- 
year period from July 1, 1956 through June 1959. In view of the 
substantial increases indicated by these latest requirements, it appears 
that the industry’s melting capacity will be taxed until after the 
middle of 1957 when additional facilities are planned. Existing 
facilities for rolling and forging titanium mill products appear to be 
adequate. For the most part these operations are being performed 
on equipment normally used for processing steel pooper. 

The Defense Production Act authorizes the President to grant 
financial incentives to encourage the expansion of production capacity 
and supply required for the defense effort. Section 302 of the act 
sets forth the authority for the granting of direct loans or the guaran- 
ty of loans to private business for the expansion of productive capac- 
ity and supply of essential materials, including the exploration, de- 
velopment and mining of strategic materials. Section 303 authorizes 
special contractual commitments to purchase defense materials for 
Government use or resale, including incentives such as subsidies, in- 
stallation of equipment, expansion of facilities, and the development 
and mining of minerals in carrying out the objective of the act. 
Under section 304 of the act, Congress provided a borrowing authority 
fund of $2.1 billion to be used for the purposes set forth in sections 
302 and 303. 

Borrowing authority funds have generally been made available in 
those cases where the incentive of tax amortization was not sufficient 
inducement for industry to meet the defense needs through private 
investment. Defense Production Act funds (borrowing authority) 
and tax amortization have been the main tools for eliminating de- 
ficiencies in the mobilization program, and these deficiencies have been 
expressed in terms of expansion goals. 

Expansion goals serve the purpose of measuring the deficit between 
anticipated mobilization requirements and the capacity of industry 
to meet these requirements. The expansion goal for nickel was re- 
vised on May 17, 1956, to provide a United States annual supply of 
440 million pounds by 1961. Other new or increased goals include 
oil and gas pipelines and petroleum storage facilities relating directly 
to specific defense programs (replacing the general goal for pipe- 
lines) ; a goal for special type dike roll-off cargo ships, and a goal 


for substitutes for natural mica. On November 26, 1956, the Director 
of the Office of Defense Mobilization announced the closing of five 
expansion goals for aluminum-processing facilities. On December 23, 
1956, six additional goals were closed. Of the 228 expansion goals 
established since 1950, 17 goals remain open. 


The following expansion goals have been closed since October 1, 
1955: 
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Title 





| 
Goal No. Title | Goal No. 


134 | Tapered aluminum sheet. 


Aluminum-forging facilities. 











_+- 





55 | Electric power. ij 
122 | High-voltage switchgear. | 


78 | Transformers, distribution. || 99 Heavy aluminum aircraft forgings. 
65 | Petroleum-refining capacity. | 3 | Iron ore-taconite. — 

68 | Freight vars. | 148 | Aireraft, commercial. 

82 | Glycerin. 207 | Alkylate. 

163 | Rutile. 212 | Heavy steel plates, 

56 | Copper. 215 | Titanium melting facilities. 

91 | Welded aluminum tubing. i 223 | Titanium processing facilities. 


177 | Aluminum sheet-producing and heat- 
treating facilities. 


The following is a list of open expansion goals together with a nota- 
tion of the status of each: 


Goal No. Title | Status 
20 | Chromite, chemical grade_.___.....-....--..---.2. _......-........|, 80 percent filled. 
206 | Laboratories, research and deve lopment (defense) - . ._ ; | Open end, 
187 | Manganese ore, battery and che smical grades : ad bene | Filled. 
198 | Medical supplie sande a ; -| 70 percent filled. 
64 | Mercury. -- : hetsieadatini ne .-| 80 percent filled. 
16 | Niekel_. | 70 percent filled. 


226 | Oiland g: as pipe lines and pe troleum storage facilities (specific defense | Open end, 
programs). | 


225 | Power facilities for military, atomic energy, and defense related needs.| Do. 
224 | Production facilities for milits ary and atomic energy procurement... _. Do. 
227 | Roll-on, roll-off ships : ‘ ; otbogeioks 80 percent filled. 
176 | Scientific instruments __- ‘ ..| 90 percent filled. 
178 | Selenium. --.-.--_- 2 inetilieen : ‘ ......| No progress. 
76 | Steam boilers 98 percent filled. 
74 | Steam turbines. -- ‘ = ii sai ..--| 80 percent filled. 
181 | Steel castings . 60 percent filled. 
228 | Synthetic mica__-. seit savdsqncdwevaseseweesccteséeeences) IE ee 
27 | Oceangoing tankers i ........| 90 percent filled. 


Section 168 of the Internal Revenue ( Code (formerly 124A) pro- 
vides for depreciation deductibility for income-tax purposes over a 
period of 60 months of the portion of the cost of the privately built 
emergency facilities certified as necessary in the interest of national 
defense and attributable to defense purposes by a certifying authority 
appointed by the President. It was pointed out in the first annual 
report of this committee in 1951 that section 124A of the Internal 
Revenue Code contained no definition of “national defense.” and that 
the definition contained in section 702 (d) of the Defense Production 
Act had been relied upon by the Defense Production Administration 
(now ODM) in administering the tax-amortization program. Sec- 
tion 702 (d) of the Defense Production Act then provided as follows: 


The term “national defense” means the operations and ac- 
tivities of the Armed Forces, the Atomic Energy Commis- 
sion, or any other Government department or agency directly 
or indirectly and substantially concerned with the national de- 
fense, or operations or activities in connection with the Mu- 
tual Defense Assistance Act of 1949, as amended. 


With the passage of the Defense Production Act Amendments of 
1953, section 702 (d) of the Defense Production Act assigned a more 
restricted meaning to “national defense,” as follows: 


The term “national defense” means programs for military 
and atomic energy production or construction, military as- 
sistance to any foreign nation, stockpiling, and directly 
related activity. 
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The President, on October 12, 1950, in designating the certifying 
authority under section 124A of the Internal Revenue Code (Execu- 
tive Order 10172), required the certifying authority to utilize depart- 
ments and agencies of the Government according to their respective 
assigned responsibilities pursuant to the Defense Production Act. 

Early in the administration of the tax-amortization program this 
committee urged that the agencies concerned keep the definition of 
“national defense” within reasonable bounds, and has inquired into 
the requirements for increases in productive capacity to meet the 
needs of national defense through the use of tax amortization as 
Defense Production Act programs were reviewed. 

Defense Production Act programs are subject to continuous review. 
It is anticipated that the needs of national defense as related to the 
tax-amortization program will be subject to further review early in 
the next session of Congress. 

From the beginning of the rapid tax-amortization program through 
October 3, 1956, there have been certifications representing a capital 
investment of $36.8 billion, of which $22.3 billion was eligible for fast 
writeoffs. 

The following certificates were issued during the period from -Oc- 
tober 5, 1955, through October 4, 1956: 














Number of Amount Portion eligible 
Quarter certificates certified for tax amor- 
issued tization 
ee cnipactinaaclagelipaniotinat 314 | $1, 792, 463, 000 $1, 095, 538, 000 
SOE Wa sk doo a Shi ce deca cin en cccscnewncnnececkseeesee 305 | 1,832, 988, 000 1, 302, 404, 000 
oS a ee ee re 568 1, 625, 372, 000 1, 021, 739, 000 
rose cic denaceat alates au dvetnthigtekeasetecs 227 389, 751. 000 208, 806, 000 








Manan — oe foapetdkt Len eeees. | 1,414 5, 640, 574, 000 | 3, 628, 487, 000 





The following is a breakdown of the above certificates issued accord- 
ing to expansion goals: 
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| 
Goal | Title Number of Amount 
No | cases 
| | 

4 | Coke byproduct. -.....2---scseceesonresecnepnsennnnccscsenerecoed 5 $13, 057, 000 
22 | SIAM. di: entnat Gath aarahighmeane-peannactog meaaibaens tena 1 5, 500, 000 
27) | Tatikers, Oceats COW 6. soso hs eek déh.ckp cn sce beabebinboss 2 73, 400, 000 
55 | pen DOWEL... wisceneduvdvcnsdoncedesdphabadewabhtieiledaiadetel = nT pete 

56 | COBBER. . 22-3 nen nen enon nnnnentsabuebiobetaenehaeeeeee , 
65 | Domestic petroleum facilities. -.........--.--.--.---------------+- | 199 751, 434, 000 
05 | FeeeOs WEE CUNO chin ncn cccnonepenbtagubaceesdhccaemeandaneeeee 242 1, 177, 567, 000 
74 | Stent Car PMG <3 hs nok ih isn sed edison ks se caeeodgas 1 259, 000 
FO |: BeGGh DORIIGE.. 5 owsiretenentas insnncipnsencancasednenegs gaan | 4 3, 545, 000 
91 | Welded aluminum tubing---___..--..----...-..-.--22-2-222 lL. e 2 890, 000 
96 Lumber and wood products (debarking and chipping facilities) _.-.| 1 539, 000 
GB | TM Weer WEY VON. on. pen cncgqccccccccudacécestatateesed 33 12, 450, 000 
130 | Electrolytic tin plate..................-.....- 1 22, 000, 000 
183 | SPOR GFO. .-. cout dd~n econ gdnontenunpeccey 3 10, 243, 000 
135 | Railroad terminal and road facilities - 83 82, 585, 000 
148 | Commercial aircraft.............-.- 15 543, 003, 000 
152 | Diesel locomotives_ 48 164, 615, 000 
Serer oes 1 163, 000 
171 | Gas pipelines--_-.........-...- 16 100, 459, 000 
176 | Scientific instruments __._-...-- 28 4, 252, 000 
177 | Aluminum sheet and plate_...-.......-..-.----..-2.------ 1 545, 000 
163 '[ BOcet cbOGe ee so ae 5 Sn 5h S. bo nnn ccc cdc gebbbosivdder svaububeddel 15 12, 932, 000 
206 | Research and development... .. ...ccnccacccscoces conncowbecccccce | 86 120, 834, 000 
ST | ARR Siac artichidengddinnsynebiantddninennchebheetdaaaaed | 13 57, 484, 000 
212)| Heavy steel plated 265445 -25i50065sk6085sskb eecid-obbsint—oddeu 2 24, 223, 000 
S14 | Genie cplomted GhOUl SRR ioe ncn cnsccnevtnniabestehsocecncdaccces 3 60, 540, 000 
215 | Titanium melting facilities............-.....------2-- el 6 15, 190, 000 
216 | Motortruck terminal and repair Relies... 555. 14 4, 801, 000 
217 | Warehousing and storage facilities. __...........-..-.-.-.-...--...- 3 743, 000 
SEO | FE Se Becticthecatcsncsctuecs cteuagunéaceaghtthdhess daira 4 6, 916, 000 
, BR ee ee eae Lee SaaS Bree 1 60, 000 
2 | RaliroeG: pastetager O076. . 1... nn ccacicciennb ese dpmesodcsdibhaseas | 5 $1, 107, 000 
232 |. Alominem: Sopgtee SIS... oc ececcntcbennived aubeubéckcaseckosess | 1 4, 490, 000 
223 | Titanium processing facilities. -...........-.--.------------+------ 4 5, 090, 000 
224 Production facilities for military and AEC procurement. --_-......-- 338 299, 439, 000 
225 | Power facilities for military, AEC, and defense related needs_______| 81 117, 747, 000 

226 | Oil and gas pipelines and petroleum storage facilities for specific | 

GEES BORE. 6 on in sep teterdack bane tek abana neko aa es did | 7 3, 918, 000 
S27: f OCR EE, TOLNGEE MIE phn Sonn ccm genbdnccéasdldakemecatbendcbeade | 4 131, 100, 000 
228 | Substitutes for strategic natural mica--.-_........-......-.....---..- 1 | 231, 000 
Wmbly ae. on knd Lek thd ik cceeetesna ea oie 6 | 1, 199, 000 
SOURS Sco dacdcacabonnssdéapedpcesténaktaneaeeaeiee | 1,414 5, 640, 574, 000 


Your committe has previously called attention to the importance of 
preparedness measures in the field of components, and pointed out that 
certain components have presented serious problems in past periods 
of mobilization. The Department of Commerce and the Department 
of Defense originally started studies on 60 components. It was re- 
ported in the fifth annual report that 9 studies had been completed and 
that adequate capacity under full mobilization was found to exist in 
7 cases. The Office of Defense Mobilization currently reports that a 
total of 26 studies have been completed ; that 19 items indicate no 

capacity deficiencies; and that 7 items show some measure of capacity 
deficiencies under mobilization conditions. A total of 29 studies are 
reported to be in varying stages of completion, while 5 other studies 
are inactive until personnel can be made available and additional in- 
formation can be supplied. Capacity deficiencies exist for high- 
pressure steam boilers, turbines and turbine gears, heavy steel and 
titanium forgings (open die), closed-die steel and titanium forgings, 
ball serew-type actuators, and blind rivets. 

It was reported in the fifth annual report that on August 14. 1955, 
up to $70 million in borrowing authority funds was authorized hy the 
Office of Defense Mobilization to round out capacity for turbines and 
turbine gears. The Office of Defense Mobilization currently reports 
that in order to round out production equipment and machine tools for 
the turbine and turbine gear industry, the Government is making avail- 
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able to the industry quantities of reserve tools and production equip- 
ment, and has authorized a maximum expenditure of $50 million for 
purchase and installation of new tools. ODM reports that GSA is 
negotiating currently with machine tool, turbine and gear producers. 
Remedial actions are reported to be under consideration for the other 
areas of critical production deficiencies. 

The Defense Production Act recognizes that our national defense 
and national security require the development of preparedness pro- 
grams in order to reduce the time required for full mobilization in the 
event of an attack on the United States. The Office of Defense Mobil- 
ization has the responsibility of coordinating all planning to meet 
various levels of mobilization. One mobilization readiness plan is 
based upon an assumption of general mobilization without an attack on 
the continental United States, while another plan assumes an imme- 
diate attack. 

These plans deal with the mobilization and distribution of all of our 
significant resources, such as manpower, food, housing, communica- 
tions, transport, power, fuel, and materials and productive facilities. 

The test-exercise program, highlighted by Operation Alert 1956, has 
provided a means of testing mobilization plans, identifying deficien- 
cies, and improving these plans. 

In order to measure mobilization capacity and to identify resource 
bottlenecks or deficiencies, ODM has been carrying out a program of 
full mobilization studies designed to indicate the overall output poten- 
tial of the economy under full mobilization conditions, and the share 
of this output which can be allocated to military purposes while still 
providing for essential civilian needs. 

The second-round analysis of the supply and requirements situation, 
which would be most likely to exist in the event of full mobilization 
without bomb attack on the continental United States has been in proc- 
ess for some time. A vastly more difficult analysis of supply require- 
ments is also underway with respect to massive nuclear attack upon the 
United States. Introduction of attack damage assumptions into the 
supply-requirements-analysis procedures is reported to present many 
problems. Bomb-damage assumptions are applied to estimates of both 
supplies and requirements. 

A new project has been started to determine the basic survival items 
which would be absolutely essential to maintain the population in a 
postattack period and to provide for defense and retaliation, The 
survival items will be determined with the cooperation of delegate 
agencies, and tests are to be run to determine the availability of the 
items under assumed attack conditions. It is reported that as a result 
of these studies, ODM will probably need to develop new programs 
to assure that the minimum essential supply of these survival items 
would actually be available after an attack. 

Important work remains to be done in the continuation of many 
existing programs, including reviews of stockpile objectives and addi- 
tions to the stockpile for certain materials, reviews of the defense 
needs for tax amortization, and continuing reviews of expansion goals; 
close coordination between the purchase and use of materials requiring 
borrowing authority funds; the completion of components studies ; 
continuing studies of the requirements for electric power in the event 
of war; and the development of measures for the continuity of 
Government and industry. 
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ComMITTEE HEARINGS 


During the past year your committee has conducted hearings cover- 
ing the following subjects: (1) A hearing on the defense-mobiliza- 
tion program, (2) a hearing on the activities of the Department of 
Agriculture and the Office of Minerals Mobilization under the De- 
fense Production Act, (3) an executive hearing on nickel supply, 
and (4) an executive hearing on nickel supply and distribution. 


The hearings mentioned above are herewith summarized under the 
following headings: 


DEFENSE-MOBILIZATION PROGRAM-—-HEARING 


On April 11, 1956, Dr. Arthur S. Flemming, Director of the Office 
of Defense Mobilization, appeared before the committee for the pur- 
pose of reporting on the status of the defense-mobilization program. 

Dr. Flemming advised the commmittee that, although substantial 
progress had been made in providing a mobilization base to meet an 
emergency not involving an attack on this country, it was not known 
whether this base would be the kind required for survival and reha- 
bilitation following an attack until more reliable supply-require- 
ments information became available. He said that major emphasis 
was being placed on improving methods for evaluating the damage 
that would be caused by an attack, and that a method of making rapid 
computations of assumed bomb-damage effects had been developed 
involving the recording of information on magnetic tapes and the use 
of electronic calculators. This program, Dr. Flemming said, was 
coordinated by an interagency Damage Assessment Steering Group 
which included the Federal Civil Defense Administration, the Depart- 
ment of Defense, and chaired by the Office of Defense Mobilization. 

With reference to the components studies, Dr. Flemming stated 
that 16 studies had been completed, with only 2 indicating deficiencies: 
turbines and turbine gears, and high pressure steam boilers. He esti- 
mated the cost of rounding out the existing capacity in the turbines 
and turbine gears industry at $50 million, an amount $20 million less 
than the estimate previously given the committee. 

Dr. Flemming referred generally to the critical nickel situation and 
to the report he had requested Dr. John R. Townsend, vice president of 
the Sandia Corp., to make. He noted that Dr. Townsend recommended 
that a vigorous policy of expansion of sources of supply be pursued and 
given priority to our policy of stockpiling nickel. Dr. Flemming 
stated at the hearing that a program of expansion would be announced 
shortly. This was done on May 17, 1956. 

On the subject of aluminum, he stated that the growth in productive 
capacity in this industry and the firm prospects for further growth 
made possible the lowering of our stockpile objectives and the closing 
of the aluminum expansion goal. He said that the expansion goal of an 
annual productive capacity of 1,746,000 tons, when combined with the 
amount in the stockpile, would be adequate to meet mobilization needs. 
It was recognized that the demand of our expanding economy for alu- 
minum exceeds the expansion goal, but it was his position that this 
could not justify the use of defense incentives to accelerate further ex- 
pansions In productive capacity. He noted that industry has under- 
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way expansion programs which will provide an annual productive 
capacity of about 2,200,000 tons. 

Dr. Flemming told the committee that the copper-supply situation 
continued tight due to work stoppages in the industry, increased indus- 
trial consumption, and the 1955 fall floods. He referred to the advice 
received from the Department of Commerce to the effect that this cop- 
per situation should be such by the third quarter of 1956 that stockpile 
acquisitions would probably be resumed. He forecast a continuing im- 
provement by reason of an increase in domestic production and an in- 
crease in imports. 

On dispersion, Dr. Flemming described the new policy of the Office 
of Defense Mobilization issued on January 11, 1956. This policy calls 
upon Federal agencies to encourage and, where appropriate, to require 
that new facilities important to national security be located and con- 
structed so as to reduce the risk of damage in the event of attack. He 
stated that the Office of Area Development of the Department of Com- 
merce had been authorized to provide guidance and assistance to in- 
dustry, the general public, and the Federal agencies. As to the facili- 
ties of the executive branch, he said that it was the responsibility of 
each to determine whether the functions for which a facility is to be 
provided can be carried out from a dispersed location. Dr. Flemming 
explained that it was not intended that new facilities be located solely 
on the basis of security considerations, but that the agency head must 
balance the requirements for efficient peacetime operations against the 
need for postattack operational capability. Paralleling this dispersion 
policy, Dr. Flemming said, was a program of giving advice to industry 
on defense measures which individual firms can take. 

With regard to mobilization readiness, Dr. Flemming stated that 
since the hearing held by this committee on April 15, 1955 (Progress 
Rept. No. 30), a great deal of attention had been devoted to the develop- 
ment of action plans to meet various types of emergencies. He said 
that plans for the allocation of responsibilities between the Department 
of Defense, the Federal Civil Defense Administration, and the Office of 
Defense Mobilization in the event of an attack had been worked out and 
approved by him and concurred in by the Secretary of Defense, the 
Joint Chiefs of Staff, and the Administrator of the Federal Civil De- 
fense Administration. Dr. Flemming stated that ODM initiated a 
program of regional coordination to assist in carrying out the duties so 
assigned to ODM in the event of an attack, the basis for this being a 
number of regional coordinators who will represent ODM in their re- 
spective regions and serve as chairmen of regional committees. 


ACTIVITIES OF THE DEPARTMENT OF AGRICULTURE AND THE OFFICE OF 
MINERALS MOBILIZATION UNDER THE DEFENSE PRODUCTION ACT—HEARING 


On April 16, 1956, the committee met to hear Mr. True D. Morse, 
Under Secretary of Agriculture, and Mr. Spencer S. Shannon, Direc- 
tor of the Office of Minerals Mobilization, Department of the Interior, 
on the activities of the Department of Agriculture and the Office of 
Minerals Mobilization under the Defense Production Act. 

Mr. Morse outlined the mobilization functions of the Department 
of Agriculture, stating that the Department is responsible for: (1) 
periodic evaluation of requirements and supplies for food and sup- 
porting nonfood materials and facilities; (2) the identification of 
potential supply problems; (3) cooperation with other departments 
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and agencies to resolve problems of productive capacity and supply 
relating to items not within the Department’s jurisdiction; (4) the de- 
velopment of standby plans relating to the production, processing and 
distribution of food, and the domestic distribution of farm equip- 
ment and commercial fertilizer; (5) cooperation with the Office of 
Defense Mobilization in developing stabilization measures; (6) co- 
operation with the Department of Labor and other agencies to assure 
availability of manpower; (7) assistance to the Office of Defense Mo- 
bilization in relation to stockpiling of strategic and critical materials; 

(8) guidance and leadership in the development of plans and pro- 
grams to assure the continuity of operations of vital food facilities in 
the event of attack; and (9) development of plans to assure the con- 
tinuity of essential functions of the Department in the event of attack. 

The committee was told that the Commodity Credit Corporation en- 
gages in the barter of surplus agricultural commodities for strategic 
materials and other materials, goods, and equipment, and that barter 
contracts totaling $383 million had been entered into between July 1, 

1954, and February 29, 1956, the principal agricultural commodities 
exchanged being cereals. In response to questions regarding condi- 
tions limiting entering into such agreements, the committee was in- 
formed that no materials are acquired through the barter program 
when the price is above the “normal market price” due to controls or 
other reasons, and that prices paid for materials under barter are not 
to exceed current market prices, as approved or considered in line by 
the Emergency Procurement Service of the General Services Admin- 
istration. The committee was also informed that materials are not 
acquired under barter even though offers are at less than current mar- 
ket prices but still above reasonable levels, when such acquisition would 
unduly influence supply and demand conditions, or when such acqui- 
sitions would be contrary to our foreign and domestic interests. 

Mr. Morse stated that the Department of Agriculture, at the request 
of the Office of Defense Mobilization, undertook an analysis of the vul- 
nerability to attack of major food industries in the United States. At 
the time of the hearing the analyses of about 25 industries had been 
completed, and, as to some industries, revealed definite vulnerability 
problems. The committee was told that the Department was preparing 
a draft of a food industry guidebook outlining the various steps which 
food industries generally should consider in reducing attack hazards 
and equipping themselves to continue operations even if an attack 
should occur. The committee was also told that the Department is 
preparing to work directly with the food industries which present vul- 
nerability problems through formal industry advisory committees. 
The work of the Department in this area of assuring the continuity of 
operations of vital food facilities in event of attack includes plotting 
on map the location of these food facilities and of certain supporting 
industries. Respecting Government-owned food stocks, the committee 
was told that a Commedity Credit Corporation policy has been formu- 
lated to reduce the vulnerability of these stocks and to improve their 
distribution for emergency use. 

_ Mr. Shanon, the Director of the Office of Minerals Mobilization, tes- 
tified that the Office of Minerals Mobilization is, in general, responsible 
for the continuous evaluation of our preparedness position in mineral 
raw materials and solid fuels, and for making recommendations to 
the Office of Defense Mobilization when necessary to assure adequate 
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= lies of such commodities to meet needs under conditions of partial 

ull mobilization. He stated that the studies of the Office of Min- 
ebeils Mobilization are restricted to defense needs, and that his office 
has no direct responsibility with respect to any long-term mineral 
policy. Mr. Shannon advised that in carrying out its delegated func- 
tions, the Office of Minerals Mobilization depends entirely on the 
Bureau of Mines and the United States Geological Survey for the 
services of commodity experts. He stated that the Office of Minerals 
Mobilization also utilizes the services of the minerals industry, and 
noted that some 14 advisory committees had been set up and that-addi- 
tional committees would come into being. 


NICKEL SUPPLY—HEARING é 

On May 16, 1956, the committee met in executive session to hear 
witnesses on the critical nickel situation. Among those testifying were 
ODM Director Arthur S. Flemming and Secretary of Commerce 
Sinclair Weeks. 

While most of the matters discussed are classified, it may be noted 
that Dr. Flemming, while outlining our defense position with respect 
to nickel, made reference to the excess of defense-rated orders over 
estimates of requirements for defense production. In order to obtain 
more complete control over the defense use of this metal, he said that 
the Department of Commerce had been authorized to include in the 
defense-materials system those nickel-bearing alloys not theretofore 
covered. He explained that this extension of the DMS would permit 
the Government to know in advance how much of the alloys would 
be used in the production of end items, and by factoring the nickel 
used in the alloys, the total nickel required in this area could be esti- 
mated. Dr. Flemming announced that based on the sharp upward 
trend in defense use of nickel and pending a revision of estimating 
procedures and preparation of new estimates, ODM had tentatively 
increased nickel mobilization requirements. 

Dr. Flemming told the committee that the fundamental solution 
to the nickel situation was to bring into production new sources of 
supply. An ODM < study, he said, indicated the need for a revised 
expansion goal approximating a United States annual supply of 440 
million pounds by 1961. To achieve this new goal, he stated that 
two types of Government incentives would be offered: Rapid tax 
amortization, and Government purchase contracts at market with floor 
price guarantees. 

On the matter of distribution controls, Dr. Flemming said that it 
was the belief of the Government agencies concerned that the reimpo- 
sition of Government controls would create more problems than it 
would solve, for to be effective, controls would have to include end- 
use limitations which would be very unfavorable for certain types 
of nickel consumers, and controls could place nickel in a competitively 
disadvantageous position when compared with other materials and 
as a matter of equity it might become necessary to control other 
materials. 

The distribution of nickel by the International Nickel Co. and other 
suppliers was described by Secretary Weeks and other witnesses from 
the Department of Commerce. The committee was told that at the 
time of decontrol (November 1, 1953) the International Nickel Co., 
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at the request of the Government, agreed to accept the responsibility 
for meeting all DO requirements. 1t was explained that the request 
was made of Inco since this producer then furnished 85 percent of 
our nickel. The committee was also told that Inco and the other 
producers and suppliers agreed to distribute the nickel available for 
nondefense use on an equitable basis. 

Witnesses from the Business and Defense Services Administration, 
Department of Commerce, testified that in setting up its distribution 
pattern, Inco took into account the average monthly consumption of 
each customer during the last 3 months of Government controls, and 
the average monthly consumption of each during the years immedi- 
ately prior to Korea. In addition, Inco compensated for the return 
to the free use of nickel without end-use restrictions. After con- 
sideration of these and other factors, Inco determined a basic entitle- 
ment for each of their customers. It was said that each customer, 
under Inco’s system of distribution, receives in relation to his basic 
entitlement a quantity of nickel available for nondefense use. 

The committee was told that each of Inco’s customers voluntarily 
supplies information concerning nickel obtained from other sources 
(without identifying those sources) and Inco reduces shipment of 
their nickel to these customers by the amounts so indicated. 

With respect to the plating industry, the committee was advised 
that Inco distributes to plating suppliers who in turn distribute the 
nickel to platers. It was said that each plating customer was entitled 
to select as his base period the 6 months during which he made his 
largest purchases of nickel from the following 3 periods: the first 
6 months of 1949, the second 6 months of 1949 and the first 6 months 
of 1950. The nickel available for nondefense use is prorated by each 
of the suppliers to the customers on the basis of their respective av- 
erage monthly purchases for the period selected. 

Secretary Weeks expressed the opinion that the nickel which goes 
as outlined into the civilian use is distributed in a fair and equitable 
manner. This system of distribution, the committee was told, 
watched by the Dep: urtment of Commerce. The committee was ald 
told that the system was inspected by representatives of BDSA in 
detail for the month of June 1955 and on a spot-check basis for other 
months. 

Witnesses were of the opinion that most of the nickel being sold 
(excluding the premium price nickel diverted from shipments ‘to the 
stockpile) at the so-called gray market prices upward of $2.25 per 
pound comes from France, Japan, West Germany, and scrap. As to 
this last source, it was estimated that there are about 25 to 30 million 
pounds of contained nickel scrap generated annually by fabricating 
plants. The normal flow of this scrap was described by BDSA 
witnesses. Nickel-bearing scrap from both defense and civilian pro- 
duction goes into the free market, and, as a general practice, is sold 
to the highest bidder. Where scrap is generated in sufficient quan- 
tities to make up carload lots, it is usually sold to a broker who in 
turn arranges for shipment directly to a mill or foundry. In some 
cases, the scrap is shipped directly to a mill on a toll basis for the 
nickel to be returned in an alloy product. Some suppliers of nickel- 
bearing alloys require the return of the scrap. Pure nickel scrap may 
go to the makers of cast plating anodes who in turn sell the anodes 
to platers. A few types of scrap, such as contaminated stainless steel 
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grindings and turnings, for which there is no domestic market, may 
be exported. Where scrap is generated in less than carload lots, it 
generally is picked up by a local dealer who accumulates the scrap for 
carload or trailerload shipments to a broker. 


NICKEL SUPPLY AND DISTRIBUTION—HEARING 


A second executive session on the supply and distribution of nickel 
was held on June 8, 1956, at which time the committee heard Col. 
Willard F. Rockwell, chairman of the board, Rockwell Spring & 
Axle Co., and representatives from the Department of Commerce and 
the Office of Defense Mobilization. 

During the course of this hearing, it was suggested that the Depart- 
ment of Commerce and the Office of Defense Mobilization consider 
requiring defense fabricators to return all nickel-bearing scrap gen- 
erated on defense contracts to the original suppliers for “distribution 
to nondefense users instead of per mitting these defense fabricators 
to sell this scrap to the highest bidders. While such a procedure 
would not increase the total amount of nickel available for nondefense 
use, it was thought that it would hold down the price of that amount 
of scrap. It was also suggested that consideration be given to requir- 
ing that nickel purchased on a DO rating follow the defense contract 
so that all nickel not consumed in the production of that contract be- 
cause of overages or cancellations would be immediately returned to 
the original supplier. (See Progress Report No. 36, Joint Committee 
on Defense Production.) The committee was told that under present 
regulations the contractor would (1) apply the nickel toward other 
defense business, if he had it; (2) reduce other rated orders by the 
equivalent amount if they had been placed; or (3) notify BDSA and 
await instructions regarding disposition. The committee was also 
told that a contractor whose defense order had been canceled could 
hold the nickel for a reasonable period of time pending his ascertain- 
ing whether he had other defense contracts upon which to use it. In 
the opinion of the BDSA witness, a reasonable time was “anything up 
to 2 or 3 months.” 


Srarr CONTRIBUTIONS TO THE WorK OF THE COMMITTEE 


Under the direction of your chairman, the committee staff assists 
the committee in the daily task of conducting studies and compiling 
information on programs being administered under authority of the 
Defense Production Act, including the expenditure of borrowing 
authority funds authorized by the act. There have been numerous 
discussions with officials in the departments and agencies performing 
functions under the act, and with individuals concerned with these 
programs outside of the Government. Recommendations and su 
gestions contained in hearings and reports of the committee are cai 
ject to continuing review, and also the reports which the committee 
receives in connection with the execution and administration of 
Defense Production Act programs. 

Acting for your committee and under the supervision of your 
chairman, some of the studies are summarized under the following 
headings, to lista few typical examples: 











JOINT COMMITTEE ON DEFENSE PRODUCTION 17 


ADMINISTRATION OF THE DEFENSE PRODUCTION ACT BORROWING 
AUTHORITY FUND 


Sections 302 and 303 of the Defense Production Act of 1950, as 
amended, authorize the President: (1) To provide loans to private 
business for expanding productive capacity, developing technical 
processes, or producing essential materials, including the explora- 
tion, development and mining of strategic and critical metals and 
minerals; (2) To provide for purchases or commitments to purchase 
metals, minerals, and other materials for Government use or resale, 
and for the encouragement of exploration, development and mining 
of critical and strategic minerals and metals; (3) To transport, store 
and have processed and refined any material procured; (4) To install 
additional equipment, facilities, processes or improvements to plants, 
factories, and other industrial "facilities owned by the Government, 
and to install Government-owned equipment in privately ow ned 
facilities; and (5) To provide for the development of substitutes for 
strategic and critical materials. 

To carry out the purposes of sections 302 and 303 of the act, the 
Congress, under section 304, provided a borrowing authority fund 
of $2.1 billion. As of June 30, 1956, the Office of Defense Mobiliza- 
tion had allocated this fund as follows: 

Allocated for activities authorized under sec. 302: 
Depurthsent OF TORU Ry aacsistcec init bebe $286, 000, 000 


Bixee Eset Te acaik witeinnccewseensiscccicittiidiheidncibiibeitamiaiaeaone 50, 000, 000 
ORS irre te dines siccoco anesene bien tnidetaieeaed ne iantamee ae 336, 000, 000 
Allocated for activities author ized under sec. 303: SS 
General Services Administration._.._.................s...... 1, 470, 000, 000 
PGT ERIOTS CE TV ORNG EG vsicisittisn cae ccinttps -tplricnicinniieaehpeele ene 1, 600, 000 
Department of the IMGQTIO? ....6.iinciccnscmeneeeeee 28, 000, 000 
Departs CE | AGTICU OPC erst eee ane 65, 825, 000 
OCG nian i cto wich binds padecthlbnabaedinas Gaguicksesttctaeiaaeae 1, 565, 425, 000 

Toten) Peace Da inn aE aiccsthntocnttendeeaidikomesenaetaianeee 1, 901, 425, 000 
Unallocated ‘by Office of Defense Mobilization.____.._._.__._______ 198, 575, 000 
Total authorized by the Congress_...............-....... 2, 100, 000, 000 


As of June 30, 1956, programs involving total gross transactions of 
$8.9 billion with a probable ultimate net loss to the Government of 
$1,031 million have been certified by ODM. Of this total certified, 
gross transaction totaling over $7.6 billion have been consummated, 
with an estimated net loss of $759 million. 

In your committee’s fifth annual report, it was noted that four 
mineral programs accounted for over 60 percent of the estimated loss 
in consummated gross transactions. As of June 30, 1956, these same 
four accounted for near ly 58 percent of the estimated loss. These are 
tungsten, with a probable ultimate net loss of $138 million; nickel, 
$130 million; manganese, $108 million; and titanium, $61 million. 

Minerals and metals programs accounted for over 81 percent of 
the estimated loss in gross transactions consummated. As of June 
30, 1956, the Government had purchased over $1.4 billion of metals 
and minerals with Defense Production Act funds. As of this same 
date, receipts from sales to the national stockpile and to industry 
totaled nearly $809 million. Status of the Defense Production Act 


inventory of these metals and minerals is reflected in the following 
table: 
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Considerable quantities of the materials in this inventory were pur- 
chased under special fixed-price purchase programs inaugurated in 1951 
and 1952 and designed to acquire strategic and critical minerals for the 
stockpile and to ‘develop new and continuing domestic sources for 
defense purposes. Minerals covered by these programs were asbestos, 
beryl, chromite, columbium-tatalum, manganese, mica, and tungsten. 
In the case of columbium- tantalum, the program applied to minerals 
from foreign as well as domestic sources. With the exception of chro- 
mite, all of these programs were established under the authority of 
the Defense Production Act. That of chromite was undertaken pur- 
suant to the Stockpiling Act. Each program had fixed termination 
dates, and in addition, contained quantity limitations which would 
terminate purchases if reached before the termination dates. 

These programs provided for the purchase of 3 million short-ton 
units of tungsten trioxide; 6 million long-ton units of recoverable 
manganese each at Deming, N. Mex., Wenden, Ariz., and Butte-Phil- 
ipsburg, Mont., under so-called low-grade programs; 19 million long- 
ton units of contained manganese under the so-called carlot program; 
1,500 short dry tons of beryl ore; 200,000 long dry tons of chrome ore 
and/or chrome concentrates; hand-cobbed and block and film mica 
to the equivalent of 25,000 short tons of hand-cobbed mica; 15 million 
pounds of contained combined pentoxides (columbium-tantalum) ; and 
1,500 short tons of crude No. 1 and/or No. 2 crude asbestos, with crude 
No. 3 acceptable when offered with crude No. 1 or crude No. 2. The 
termination dates were: tungsten, July 1, 1956; manganese (all pro- 
grams), June 30, 1956; beryl, June 30, 195 »D § chrome, June 30, 1955; 
mica, June 30, 1955; columbium-tantalum, December 31, 1956; and 
asbestos, October 1, 195: D. 

By passage of the Domestic Minerals Program Act of 1953 (Public 
Law 206), the termination dates for all these programs (with the 
exception of foreign columbium-tantalum purchases) were extended 
2 years. No changes, however, were made in the quantity limitations. 
An act (H. R. 6373) which would have substantially increased the 
quantity limitations was passed during the first session of the 84th 
Congress, but was vetoed by the President. 

Because several of these domestic-purchase programs had termi- 
nated or were about to terminate due to the quotas being reached or 
the arrival of expiration dates, new legislation was considered by the 
Congress during this past session. Dr. Arthur S. Flemming, Director 
of ODM, testified that our defense position did not justify continua- 
tion of the tungsten, asbestos, and columbium-tantalum programs. 
He noted that the tungsten on hand exceeded both the minimum and 
long-term stockpile objectives, and that this inventory plus the tung- 
sten on order exceeded the total 5- year wartime requirements. As to 
columbite and tantalite, he said that the quantities of both on hand 
and on order exceeded the long-term objectives and also the 5-year 
requirements for the two materials. Respecting chrysotile asbestos, 
Dr. Flemming said that the quantity on hand and on order under the 
stockpile program was almost equal to the long-term objective, and 
that this long-term objective would be reached when the asbestos 
acquired under the purchase program that meets specifications is 
transferred to the stockpile. He recommended that in the case of these 
minerals the Congress provide interim assistance to these mining indus- 
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tries pending consideration by the Congress of a long-range non- 
defense program. 

As to mica, chromite, beryl, and specification grade metallurgical 
manganese, Dr. Flemming announced that action was being taken to 
insure continuance of the domestic-purchase programs. 

Respecting mica, muscovite block and film, Dr. Flemming noted that 
the material on hand and on order was equal to only about a third of 
the minimum stockpile objective and about a fifth of the long-term ob- 
jective. The condition of the stockpile thus warranted an extension of 
the purchase program to June 30, 1962. 

As to metallurgical chromite, Dr. Flemming indicated that there was 
a defict of about 30 percent in the long-term stockpile objective. On 
the advice of the Department of the Interior that continuation of the 
program could serve to develop a significant mobilization base, Dr. 
Flemming authorized extension of the program to June 30, 1959. 

Dr. Flemming noted that the stockpile inventory of beryl and the 
quantity on order was equal to about 70 percent of the long-term ob- 
jective. In view of this condition of the stockpile, he authorized an 
extension of the purchase program to June 30, 1962, and an increase in 
the quota to 4,500 short dry tons. 

In the case of metallurgical grade manganese, Dr. Flemming ad- 
vised that the quantity in inventory greatly exceeded the minimum 
stockpile objective and that the inventory plus commitments was equal 
to about 90 percent of the long-term objective. Because of the deficit 
in the long-term objective, he authorized an increase in the carlot 
quota to 28 million long-ton units and an extension of the program 
to January 1, 1961. The low grade purchase programs were not 
changed. 

Dr. Flemming also testified respecting the program providing 
for the purchase of domestically produced mercury. This program 
(established in 1954) is to terminate December 31, 1957, or when the 
Government has purchased 125,000 76-pound flasks. Only 5 flasks 
have been purchased by the Government under this program. The 
market price of mercury is substantially higher than the price fixed 
inthe program. Dr. Flemming stated that since the program does not 
expire until the end of 1957, ample time exists to ascertain whether 
an intensification or extension of the program is justified. 

Other minerals which receive congressional consideration this year 
include metallurgical grade and acid grade fluorspar and antimony. 
As to metallurgical-grade fluorspar and antimony, Dr. Flemming ad- 
vised that inventories plus orders were below stockpile objectives. 
These two materials were among those listed in ODM’s directive of 
July 9, 1956, which authorized GSA to make purchases for the stock- 
pile for fiscal 1957 and directed that these purchases be made, where- 
ever possible, from domestic sources. As to acid-grade fluorspar, Dr. 
Flemming stated that the amount on hand and on order exceeded both 
the minimum and long-term stockpile objectives. He recommended 
that the Congress provide interim assistance pending consideration of 
a long-range nondefense minerals program. 

The Domestic Tungsten, Asbestos, Fluorspar, and Columbium- 
Tantalum Production and Purchase Act of 1956 (Public Law 733), 
passed at the past session, authorizes and directs the Department of the 
Interior to establish purchase programs for each of these four min- 
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erals, and permits the delegation of any of the functions authorized 
by the act to the Administrator of GSA. With respect to tungsten, 
the law fixes the base price at $55 per short ton unit (the price was 
$63 under the DPA regulation), and a quota of 1,250,000 short ton 
units. The act provides that the Government shall not accept offers 
for delivery in any 1 calendar month from any 1 producer in ex- 
cess of 5,000 short ton units originating in any 1 mining district from 
pr operties controlled by such producer. As to columbium-tantalum, 
the act. fixes a quota of 250,000 pounds of contained combined pent- 
oxides. In the case of asbestos, the maximum that may be purchased 
is set at 2,000 tons of crude No. 1 and crude No. 2 combined. Crude 
No. 3 may be purchased only abel offered with crude No. 1 or crude 
No. 2 at a ratio not in excess of 1 to 1. The quota fixed for acid-grade 
fluorspar is 250,000 short tons. All four programs are to terminate 
December 13, 1958. 

Unlike the earlier programs which were financed with DPA and 
stockpile funds, purchases of these four minerals will be made with ap- 
propriations. Although GSA had estimated the total cost of these pro- 
grams at $91,670,000, only $21 million was appropriated for fiscal 
1957. This appropriated sum has been prorated as follows: Tungsten, 
$16,174,600; fluorspar, $3,742,400; asbestos, $736,400; and columbium- 

tantalum, $196,600. The balance of $150,000 has been programed for 

administrative expenses. In addition to noting the statutory quota and 
termination date, each of the four regulations issued under the act 
limits the Government’s obligation to buy to the quantity that can be 
purchased with funds available. 


NICKEL 


Nickel is essential for vital weapons, such as aircraft, guided mis- 
siles, and electronic devices, and our Nation is dependent upon sources 
outside of the United States for practically all of its supply. 

During the past year the imbalance in supply and demand has be- 
come more critical. The combined defense and civilian demands for 
nickel have exceeded the total supply available to the United States. 
With the high level of industrial activity in the civilian economy, there 
has been an increase in the demand for nickel for nondefense pur- 
poses; and the unexpected high rate of nickel required under alan 
priorities for the military services and the Atomic Energy Commis- 
sion has reduced the supply of nickel available for civilian uses. 


CURRENT NICKEL STUDY 


The 84th Congress, in extending the Defense Production Act in June 
1956, amended the act (section 712 (f)) to provide that-— 


The Secretary of Commerce shall make a special investiga- 
tion and study of the production, allocation, distribution, use 
of nickel, of its resale as scrap, and of other aspects of the cur- 
rent situation with respect to supply and marketing of nickel, 
with particular attention to, among other things, the ade- 
quacy of the present system of nickel allocation between de- 
fense and civilian users. 


The amendment further provided that the Secretary of Commerce 
consult with your committee during the course of such investigation 
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and study with respect to the progress achieved and the results of the 
investigation and study. The amendment also provided that the Sec- 
retary of Commerce make an interim report to the Congress on or be- 
fore August 15, 1956, and a final report on or before December 31, 1956, 
together with such recommendations as he deems advisable. (For the 
report of the Secretary of Commerce see Progress Report No. 36.) 


FREE WORLD PRODUCTION 


The free world production of primary nickel has almost doubled 
since the end of World War I1—from 226.6 million pounds in the year 
1946, to an estimated 440.7 million pounds in the year 1956. Approxi- 
mately one fourth of this gain has been achieved during the pet 2 


years. According to the preliminary estimates reported by industry 
sources, the following deliveries are expected in 1956: 
Pounds 
International Nickel Co. of Canada,, Ltd._...._.... 14... 285, 000, 000 
International Nickel Co. (Sherritt-Gordon concentrates)... _~ 7, 000, 000 
Falconbridge Nickel Mines, Ltd. (Canadian ore, refined in Norway) 45, 000, 000 
Sherritt-Gordon Mines, Ltd. (Canada) ~.-__-__- ee Sc be 17, 000, 000 
Nicaro Processing Corp. (U. S. Government-owned, Cuba) ~~~ 31, 000, 000 
Hanna Nickel Smelting Co. (United States) _...__________-_-_-_______ * 10, 900, 000 
ORCC URINE ES Se RINE UR Bisa cece ececnnc nie tivteasmncdinearcaeececiuaeoehe 1, 000, 000 
U. S. Copper By-Product (United States) _._._.__-__________-_-_____ 800, 000 
New Caladonia (New Caladonia) 2 ~~... ~~ 24, 000, 000 
Japan (New Caladonia ore refined in Japan) ------________----_- 14, 000, 000 
AE CERT: DO iin htaitenieiienatgsteibbiidaaiaini i ae ti el 6, 000, 000 
Total Tree World... ee ee a a A 440, 700, 000 


1 Reduced from earlier estimate of 17 million pounds due primarily to strike. 
UNITED STATES SHARE OF WORLD SUPPLY 


The above figures reveal that Canada produces approximately 80 
percent of the nickel of the free world. It is estimated that domestic 
mining operations will account for about 2.7 percent of the free world 
production in 1956. It is further aia that approximately 66 
percent (290 million pounds) of the total free world supply will be 
available to the United States this year. For defense, stockpile, and 
civilian purposes, the United States is dependent upon foreign sources 
for nearly 96 percent of the nickel estimated to be available to this 
country in 1956. 

United States imports from all sources are estimated to be about 278 
million pounds in 1956, with 86 percent of this total coming from 
Canadian producers, and the balance primarily from Cuba. Other 
sources include Norway, Western Germany, the United Kingdom, 
France, and Japan. New Caladonia is the principal source of the 
nickel imported from France and Japan. Since January 1948, the 
import duty on refined nickel has been 114 cents per pound. Nickel 
ore, matte, and nickel oxide enter the United States duty free. 


MILITARY REQUIREMENTS COMPARED WITH ESTIMATES 


_ Since early in the Korean conflict, the total demand of the United 
States for nickel, consisting of defense orders, the stockpile, and civil- 
lan requirements, has far exceeded the available supply. Early in 
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1956, the Department of Commerce estimated the deficiency for nickel- 
consuming industries for nondefense purposes to be about 30 million 
pounds for the calendar year. ‘This estimated civilian deficiency took 
into account the 13.8 million pounds diverted to industry from sched- 
uled delivery to the Government during the first quarter and assumed 
that a comparable amount would be diverted during the remaining 
three quarters of 1956, or total diversions of 55.2 million pounds for 
the year. ODM subsequently increased the amount to be diverted for 
the carendar year 1956 to the total of 79.3 million pounds. 

This higher rate in diversions was authorized by the Director of 
ODM, upon the recommendation of the Defense Mobilization Board, 
when it became apparent that defense rated orders were substantially 
greater quarter after quarter than previous estimates submitted to the 
Office of Defense Mobilization. The gap between the estimated re- 
quirements and actual defense orders placed on primary producers and 
mill suppliers has widened each quarter since the fourth quarter of 
1954, through June 30, 1956. There have been variations of as much 
as 100 percent. For the first 5 months of this year the actual orders 
were approximately 60 percent greater than the annual rate estimated 
by the Department of Defense and AEC as recently as March 1956. 

Under Government regulations all defense orders carry first priority 
on the available market price nickel. Consequently, this unexpected 
impact on the civilian supply lessened the availability for nondefense 
purposes and created hardships among many nickel customers. 

In mid-1955, the Business and Defense Services Administration, 
Department of Commerce, requested the International Nickel Co., the 
principal supplier of defense nickel, to submit its order boards show- 
ing each defense rated order with its program symbol. When these 
rated orders were matched against the military programs, it was 
found that the aircraft program accounted for the greatest increase 
in pounds of nickel over the original estimates. Some other pro- 
grams, including guided missiles and electronic equipment, also indi- 
cated large increases. As a result of this study, all mills furnishing 
nickel for aircraft engines and aircraft engine components were di- 
rected, in August 1955, to submit their melt schedules to BDSA for 
review. In November 1955, BDSA went a step further and directed 
the mills to submit complete schedules covering all defense-rated or- 
ders. When the actual defense “take” went even higher in the first 
and second quarters of 1956, the mills were directed to submit all 
defense orders on melt schedules for April and May. From the melt 
schedules, BDSA and the Department of Defense attempted to trace 
back the causes for the wide differences between actual orders and 
estimates to determine (1) whether rated nickel was improperly used 
by military contractors authorized to self-certify rated orders under 
the priority system, and (2) whether the bills of materials prepared 
by the contractors were sufficiently accurate to represent a fair meas- 


ure of nickel required for production. 

In carrying out these studies a task group visited the major aircraft 
engine plants. Their investigations indicated to them that, with few 
exceptions, priority ratings were being used properly and that the 
rated nickel was being assigned to defense contracts. A few instances 
were reported in which nickel obtained with defense ratings was 
illegally used for civilian production. 
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While the military services claim to have reviewed their own proce- 
dures and those of their contractors in estimating nickel requirements, 
it is apparent from the wide variance experienced between the March 
1956 estimates and the actual defense orders placed in the first 6 
months of 1956 that much is to be desired in this respect. The follow- 
ing were some of the causes for the differences which were revealed by 
the investigations: (1) Errors in the bills of materials used by the 
military due to such factors as time lags, — in design, ete.; 
(2) the inability to completely forecast the nickel required for spare 
parts, such contracts usually being in terms of dollars with no schedule 
as to the type of spares needed or materials required; (3) nonrecur- 
ring modifications requiring nickel which were not foreseen; (4) omis- 
sion of certain military items because no nickel was believed to be 
involved; (5) conversion factors used to estimate nickel in vital mate- 
rials failing to reflect technological changes; and (6) illegal use of 
rating certification on orders placed on suppliers. 

It is the policy of the Air Force to let contracts on the basis of 
performance standards rather than material specifications. Conse- 
quently, recent advancements in engine designs have necessitated in- 
creased quantities of nickel in higher heat-resisting alloys to meet 
the operating temperatures. Some of the modern aircraft have re- 
quired changes and the replacement of alloys requiring small quanti- 
ties of nickel to alloys containing 20 to 25 percent of virgin nickel 
witha high rate of waste until better techniques are developed. There 
have been indications from both the military and the aircraft industry 
that, with potential increases in speed, nickel-bearing stainless steel 
will be required where other materials such as aluminum are now 
being used. A rocket plane which recently reached a new high speed 
of 1,900 miles per hour was constructed practically entirely from 
nickel-bearing stainles steel and K-Monel, an alloy containing 65 
percent nickel. 

In order to establish greater safeguards over the purchase and use 
of nickel for defense and AEC programs, on June 29, 1956, ODM 
authorized the Department of Commerce to add nickel-bearing alloys 
to the list of controlled materials to be alloted quarterly under the 
defense materials system. The defense materials system is an out- 
growth of the wartime controlled materials plan and establishes a 
quantitative control over the flow of steel (including stainless steel), 
copper, and aluminum for defense and AEC orders. By the extension 
of the defense materials system to all nickel-bearing alloys, effective 
in the fourth quarter 1956, defense and AEC contractors will be re- 
quired to request allotments for specific programs, thereby providing 


a definite measure of the nickel required and a better protection against 
the misuse of defense ratings. 


DIVERSION OF NICKEL TO INDUSTRY 


The first diversion of nickel by the Government to ease the industry 
shortage (3.5 million pounds) was made in the first quarter of 1955, 
and at that time was considered a temporary expediency. Before the 
end of the year, however, ODM determined that it was essential to 
divert nearly 30 million pounds to offset the impact of the increasing 
defense requirements which took preference over civilian needs. 
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On November 29, 1955, the Secretary of Commerce wrote the Direc- 
tor of the Office of Defense Mobilization that— 


A complete survey of nickel requirements for 1956 con- 
ducted by the Department of Commerce revealed a demand 
for nickel for 1956 of 300 million pounds or 75 million pounds 
per quarter. 


This compared with an estimated total consumption of 216 million 
pounds during 1955. In view of this higher estimated requirement, 
the Secretary of Commerce urged that 12 million pounds be diverted 
from delivery to the Government during the first quarter to provide 
a minimum availability of catteatimnadate 58 million pounds for the 
uarter for civilian and defense use. The Secretary stated further 
that there was increasing evidence of severe nickel shortages in all 
segments of industry, including steel, chemicals, pharmaceutics, trans- 
portation, and others. He added that needs for more nickel for in- 
dustry had increased markedly during the past months in spite of the 
nickel diverted in the fourth quarter of 1955 (12.2 million pounds). 

On December 12, 1955, after advising with the Defense Mobiliza- 
tion Board, the Director of ODM authorized the diversion of 13.8 
million pounds (including the regular 500,000 pounds per month of 
Nicaro nickel oxide sold to industry since February 1954) to industry 
from scheduled delivery to the Government during the first quarter. 
As in the previous November and December diversions, a portion of 
the total quantity consisted of premium price ferronickel and cathode 
or metallic nickel which the Government authorized the producers 
to sell to industry at the same premium price which the Government 
would have been required to pay, plus a nominal packaging and han- 
dling charge. 

When it became apparent that defense requirements for nickel for 
April and May would show an increase at a quarterly rate of nearly 
20 percent above the first quarter, ODM released on March 21, 1956, 
and April 2, 1956, additional amounts of nickel totaling 20.5 million 
pounds (including Nicaro) which were scheduled for delivery to the 
Government during the second quarter. This brought the total 
diversions to 34.3 million pounds for the first half of 1956. 

As defense orders continued to increase in the second quarter, 
various segments of the nickel-consuming industry sought aid from 
the Department of Commerce to alleviate the hardship caused by the 
larger defense take of the available market price nickel. The Secre- 
tary of Commerce wrote the Director of the Office of Defense Mobili- 
zation on March 23, 1956, and recommended that the Government 
plan to divert all of the nickel possible that was scheduled for the 
stockpile during the balance of 1956. This recommendation was con- 
sidered by the Office of Defense Mobilization and the Defense 
Mobilization Board along with related problems, such as the minimum 
and long range stockpile objectives, the future trend in military re- 
quirements, expansion programs under consideration, and the effect 
of such shortage on the economic strength of the nickel industry. 

On May 10, 1956, the Director of ODM, upon the advice of the 
Defense Mobilization Board, announced the diversion of 20 million 
pounds of nickel scheduled for shipment to the Government in the 
third quarter and a like quantity in the fourth quarter. As in the 
previous quarters, a sizable portion of the quantity authorized to be 
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diverted was premium price nickel. Diversion of an additional 5 
million pounds in the fourth quarter was authorized by the Director 
of ODM on October 17, 1956, and at the same time diversion to in- 
dustry of all nickel scheduled for shipment to the Government in the 
first quarter of 1957 was authorized. This action followed consulta- 
tion with the Defense Mobilization Board. Dr. Flemming advised 
that “the Board was of the opinion that certain proposals for the 
development of new sources of supply were sufficiently firm and of 
sufficient magnitude so that a substantial increase in the mobilization 
supply could be reasonably assumed.” With these diversions, the 
total nickel authorized to be diverted to industry from Government 
shipments during 1956, amounted to 79.3 million pounds. 

A summary of the total nickel authorized to be diverted to industry 
since the Government started such diversions early in 1955, including 
the 500,000 pounds sold monthly from Nicaro, is as follows: 


Premium Market Total 
price price 
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TOU TERR. arnittinchentingtyp annbiptings -daapenmnnine< aati | 2, 200, 000 27, 750, 000 29, 950, 000 
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1956 

MERE tes in cane aditincisinnentiinin donvteamescnaheeea 5, 100, 000 8, 700, 000 13, 800. 000 
Oe NOs oo kbd cnc dateehe te ck lt0 i. cke db eeu 10, 750, 900 9, 750, 000 20. 500, 000 
SO ee ae pipet ateitin ith iia cine aia 11, 100, 000 8, 900, 000 20, 000,000 
TE EE nockiecalddetnsnctakvanraarenaanstaccatenas eae 11, 300, 000 13, 700, 000 25. 000. 000 
TI a A ad tthe tereemiinds niaaimmnmminieeaaaen 38, 250, 000 41, 050, 000 79, 300, 000 


Practically all of the diversions to industry have been made by 
three principal producers: the International Nickel Co.—Canada 
(market price and premium price) ; Nicaro—Cuba (market price); 
and Hanna Nickel Smelting Co.—Oregon (premium price). Fal- 
conbridge Nickel Mines, Ltd. agreed to divert a limited quantity of 
premium price nickel starting in the third quarter of 1956. In pre- 
vious quarters, Sherritt-Gordon has elected to continue deliveries to 
the Government under its contract. However, ODM hopes that ar- 
rangements can be made with this company to bring it into the di- 
version program. The Government is presently diverting practically 
all of the output of the Nicaro Processing Corp. to industry. It is the 
policy of ODM that when premium price nickel is diverted, the pro- 
ducer shall sell the nickel at a price which will neither subsidize in- 
dustry nor result in a windfall for the producer. 


EFFECT ON STOCKPILE 


To the extent that ODM has authorized diversions of nickel from 
stockpile and DPA contracts over the past 2 years (29.9 million pounds 
in 1955 and 79.3 million pounds in 1956), the availability of nickel 
for stockpile acquisitions has been reduced. With the increased 
expansions, however, substantial quantities of nickel were added to 
the stockpile and the Defense Production Act inventory durmg 1954 
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and 1955. Following the stockpile review in January 1955, new 
lower minimum and long range objectives were found to be stra- 
tegically practical because of the i improved stockpile position and the 
estimated future supply of nickel from the expansion programs pre- 
viously instituted. Upon the advice of the Defense Mobilization 
Board, ODM agreed with the Secretary of Commerce that it was con- 
sistent with the improved stockpile position to authorize the higher 
rate of diversions during 1956. The Department of Defense is cur- 
rently preparing new estimates of mobilization requirements. ‘These 
figures, when submitted, will be the basis of any new determination re- 
lating to stockpile objectives and expansion goals. 


TOWNSEND REPORT 


In November 1955, Dr. Arthur S. Flemming requested Dr. John R. 
Townsend, Director ‘of Materials and Standards Engineering of the 

Sandia Corporation and Chairman of the Materials "Advisory Board 
of the National Academy of Sciences, to prepare a study of the nickel 
situation. Dr. Towns end was asked to cover the broad field of the 
expansion of supply, civilian and military requirements, our defense 
position for nickel, and other ec onomic and strategic factors, and to 
include recommendations appropriate to his findings. Dr. Townsend 
completed his report on February 1, 1956. According to Dr. Flem- 
ming, this study represents an impartial survey of Government ac- 
tivities in solving nickel supply pr oblems by an authoritative person 
not connected with the Government. Among other things, Dr. 
Townsend pointed out the need for a positive expansion program to 
assure an adequate supply of nickel to meet both the peacetime and 
wartime needs. He recommended that consideration be given to the 
development of low grade deposits, preferably in Cuba where the ore 
contains four strategic metals often used together (nickel, cobalt, 
chromium, and iron) and is easily accessible and economical to 
mine. 

GOVERNMENT-SPONSORED EXPANSIONS 


Nickel ranks fifth in total gross transactions consummated among 
DPA expansion programs. The report on the borrowing authority 
submitted to the Congress for the period ending June 30, 1956, sets 
forth gross transactions consummated totaling $650 million with a 
probable ultimate net cost of $130.4 million. These transactions in- 
volve Government commitments for over 1.0 billion pounds of nickel. 

Included among the expansion programs is the Government-owned 
addition to the Nicaro, Cuba, plant, of 20 million pounds additional 
yearly capacity, costing approximately $39 million (originally esti- 
mated at $43 million). The new portion of the plant will start opera- 
tions late this year and is expected to be in full production during 
the first half of 1957. At that time the total production at Nicaro 
is expected to reach an annual rate of 50 million pounds, and will 
represent a total Government investment approximating $90 million. 
It is expected that the Government will recover its investment. Dur- 
ing fiscal 1956, Nicaro produced 31.4 million pounds of nickel oxide 
in powder and sinter form. Nicaro nickel products delivered to indus- 
try are sold at regular market prices. 
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Arrangements were made recently for the National Lead Co. to 
process the nickel oxide from Nicaro into nickel metal in its plant 
at Crum-Lynne, Pa., and in the future a substantial portion of the 
output of Nicaro will be converted into the metal form. The market 
for Nicaro nickel has been limited previously to the relatively few 
industrial customers with processes to handle nickel oxide and sinter 
forms. In the metal form the market applications for Nicaro nickel 
are broadened substantially, and the increased production in 1957 
will contribute materially to our supply. 


REVISED EXPANSION GOAL 


On May 15, 1956, the Director of the Office of Defense Mobilization 
and the Secretary of Commerce met with your committee to discuss 
the supply and distribution of nickel. At that time Dr. Flemming 
outlined the plans of the Government to further increase the supply. 
Two days later he announced a revised expansion goal for nickel 
aimed at providing the United States an annual supply of 440 million 
pounds of metal by 1961. This represented an increased 140 million 
pounds over the 1956 estimated annual supply. To achieve this new 
goal, ODM authorized two types of Government incentives: “Rapid 
tax amortization” and agreements “to buy specified quantities of the 
nickel which would be produced by new or expanded facilities at 
present market prices.” 

On July 31, 1956, the Director of ODM announced that the Gov- 
ernment is prepared to discuss with domestic and foreign producers 
further financial assistance to cover unusual development costs in 
bringing new production into being as quickly as possible where it 
is demonstrated assistance is justified. It was further stated that 
such assistance, if given, would be reflected in the price paid for the 
metal put to the Government and that metal so purchased would, as a 
rule, be placed in the stockpile. 


PLANS FOR INCREASED SUPPLY 


During recent months some of the present producers and others 
have been considering plans that would substantially increase the 
nickel supply through the construction of new facilities or the expan- 
sion of existing facilities. These include the Freeport Sulphur Co., 
Bethlehem Steel Co., International Nickel Company of Canada, Ltd., 
Falconbridge Nickel Mines, Ltd., and Sherritt-Gordon Mines, Ltd. 

The Freeport Sulphur Co. has recently completed (October 1956) 
a pilot-plant program, under Government contract, to determine 
whether a sulfuric-acid leaching process is economically feasible for 
recovering nickel and cobalt from laterite ores in Moa Bay, Cuba. 
The cost of construction and operation of the pilot plant has amounted 
to about $6.3 million, and has been financed by the Government. 
Simultaneously with the execution of the pilot contract, the Govern- 
ment entered into a conditional production contract with Nicaro 
Nickel Co., a wholly owned subsidiary of Freeport Sulphur Co. The 
production contract provides for the construction an ae of 
a commercial plant designed to produce 30 million pounds of nickel 
and 3 million pounds of cobalt annually. Under this contract, the Gov- 
ernment would purchase, in addition to the cobalt, a total of 75 million 
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pounds of nickel at the rate of 15 million pounds a year, and have the 
option to purchase additional quantities not to exceed 75 million 
pounds. The contractor would have the option to put to the Govern- 
ment any part of this additional quantity not called by the Govern- 
ment. Any nickel sold to the Government is to be at the market price 
on the date of delivery, except for the first 15 million pounds, for which 
the Government is to pay market price plus 15 cents per pound, but 
not over 75 cents per pound. This production contract may not become 
operative, this depending principally upon a determination by Free- 
port that the proposed commercial plant is economically feasible. The 
Government, too, has the right to terminate the contract by giving 
notice within 60 days after receipt from Freeport of an initial opinion 
on the feasibility of the commercial plant. No Government financ- 
ing of the plant facilities, other than rapid tax amortization, is 
contemplated. 

Recently the company submitted a proposal for the construction 
and operation of a commercial plant which the Government now has 
under consideration. This proposal includes, among other provisions, 
an offer to increase the size of the proposed plant from 30 million 
pounds capacity to 50 million pounds per year, provided the Gov- 
ernment offers an incentive which the company considers adequate. 
It is proposed that the ore-leaching plant be located in Cuba and the 
refinery in Louisiana. This would offer an advantage from the stand- 
point of dispersal. It is estimated that 2 to 3 years would be 
required for construction. 

Earlier this year the Office of Defense Mobilization requested the 
General Services Administration to reopen discussions with the Beth- 
lehem Steel Co., which owns the Mayari ore deposit in Cuba—one of 
the largest single known reserves in existence. This is a laterite ore 
containing nickel, cobalt, and chromium. In 1954 the company did 
not accept the Government’s offer to finance a large-scale pilot plant 
operation to test its proposed ammonium carbonate leaching process. 
‘The company has operated a small pilot plant for several years, views 
it as successful, and does not feel that further pilot testing is necessary. 

In August 1956 officials of the company made the Government a 
proposal to build plant facilities in Cuba capable of producing between 
30 and 70 million pounds of nickel annually. The size of the plant 
was to depend upon the amount of the loan the Government was will- 
ing to make available to the company through the Export-Import 
Bank. The company proposed to finance the project without benefit 
of rapid tax amortization and without obligation on the part of the 
Government to acquire any of the nickel (or cobalt) produced by the 
company. Since this proposal involved a direct Government loan in 
addition to the incentives previously announced by ODM to further 
nickel expansion, the matter was reviewed with the Defense Mobil- 
ization Board and, on November 8, 1956, the Director of ODM ruled 
out direct Government loans as an incentive to industry for increasing 
United States nickel supplies. In view of this ruling the Bethlehem 
Steel Co. advised that it did not feel justified in proceeding further 
with its plans at this time but, if the Government should decide to 
modify its policy with respect to loans at some future date, the com- 
pany. would be willing to again discuss plans for the development of 
this nickel supply. 
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On December 5, 1956, the International Nickel Co. announced plans 
for the development over the next 3 or 4 years of a $175 million nickel 
project in the Mystery-Moak Lakes area in northern Manitoba. Ac- 
cording to officials of the company, this project will constitute one of 
the biggest nickel producing operations in the world. The company 
plans to open two new nickel mines in the area with complete smelter- 
ing, refining, and transportation facilities. Initial production is 
expected to start in 1960. The December 5 announcement stated 
that the opening of the Manitoba project is part of a major expan- 
sion program through which INCO expects to attain an annual overall 
total increase of 130 million pounds of new productive capacity from 
its operations in the Sudbury district of northern Ontario and in 
Manitoba. Of this total increase, 24 millions pounds are to replace 
existing premium price production. A substantial portion of the 
production of the new supply is expected to be made available to the 
United States. 

Falconbridge is presently considering the development of one of 
two nickel projects—a deposit in Kenora, Ontario, or in the Dominican 
Republic. It is estimated that either of these expansions would yield 
about 15 million pounds of nickel annually. These considerations 
include plans for a refinery at the Kenora site. 

In addition to the above projects, ODM estimates that further in- 
creases are expected to be added to the present supply available to the 
United States prior to 1959, through increased output from Falcon- 
bridge and Hanna operations. Sherritt-Gordon is also expected to 
show some increase in its output over the next few years. 

The total nickel supply of the United States would be substantially 
increased over the next 3 or 4 years if these planned and proposed 
expansions are realized. Consummation of all of the projects would 
not be necessary in order to achieve the expansion goal of 440 million 
pounds announced by ODM on May 17, 1956. However, the Depart- 
ment of Commerce and the Office of Defense Mobilization have pointed 
out that the long range outlook for nickel indicates constantly grow- 
ing requirements for both defense and civilian purposes. Important 
factors which point to this higher demand include the following: sub- 
stantial increases in defense use as aircraft engines and other military 
weapons are uprated in speed and performance; greater demands for 
civilian industrial uses as nickel applications are broadened through- 
out the domestic economy; and the accelerated growth in population 
and the high level of business activity generally. Forecasts by in- 
dustry and the Department of Commerce indicate total nondefense 
requirements of up to 260 million pounds by 1960. 


DISTRIBUTION PATTERN 


While it is possible that the supply-demand imbalance may be sub- 
stantially improved by 1959, it appears that the industrial demand will 
far exceed the supply for many months to come. There is the con- 
tinuing problem of effecting the most fair and equitable distribution 
of the short supply of nickel available for nondefense purposes. The 
decontrol of nickel became effective on November 1, 1953, and 85 per- 
cent of the nickel available to the United States was produced by the 
International Nickel Co. at that time. The Government requested that 
the International Nickel Co. accept responsibility for meeting all 
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defense requirements. Falconbridge, Sherritt-Gordon, Nicaro (and 
later Hanna) were the other United States suppliers. Each of these 
companies had Government contracts calling for quarterly deliveries 
to the Government. 

Since the decontrol of nickel, the producers have followed a distribu- 
tion pattern with respect to the United States market which can be 

enerally summarized as follows: The International Nickel Co. has 
urnished all defense-rated orders. After meeting stockpile commit- 
ments, Falconbridge and Sherritt-Gordon have supplied a small group 
of nondefense customers. According to the Business and Defense 
Services Administration, Falconbridge has 13 United States customers, 
consisting of 1 steel company and 12 other nickel consumers. Sher- 
ritt-Gordon supplies four steel companies a fixed quantity monthly 
under contract.’ Nicaro has distributed 500,000 pounds of nickel oxide 
monthly in the commercial market since February 1954, and Hanna 
began to supply ferronickel to 29 steel companies late in 1955. The 
International Nickel Co. estimates that it furnishes nickel directly to 
750 to 1,000 United States customers who either use the metal in their 
own plants or resell it, as in the case of plating suppliers. 

When controls were lifted, the producers and suppliers of nickel 
assured Government officials that military, AEC, and stockpile require- 
ments would receive priority, and that the balance of the nickel would 
be distributed to the civilian economy in a fair and equitable manner. 
This is indicated in a letter dated August 20, 1953, to the Secretary 


of Commerce from the International Nickel Co., which reads in part 
as follows: 


After taking care preferentially of the military and AEC 
requirements the balance of our nickel as reported quarterly 
will be distributed to the civilian economy in a fair and equita- 
ble manner. 

It is also our understanding that you are concerned whether 
the decontrol of nickel will result in inflationary prices. We 
can assure you that our method of distribution is such that any 
of the nickel we distribute to the civilan economy would have 
great difficulty in reaching the black market. This is best 
illustrated by the fact that we are in normal commercial con- 
tact with users of nickel who buy as little as 100 pounds. As 


far as our own prices are concerned, the record speaks for 
itself. 


With INCO accounting for 85 percent of the total supply in the United 
States, Government officials held several conferences with officials of 
the International Nickel Co., and with the voluntary participation of 
other producers recognized that the International Nickel Co. would 
normally act as the “balance wheel” with respect to the maintenance 
of an equitable distribution pattern. According to BDSA, practi- 
cally every United States consumer of nickel has looked to INCO for 
part or all of its nickel needs over the years, which provided the com- 
pany with a historical record of the usage pattern of each customer. 
The International Nickel Co. established a basic entitlement for each 
United States customer irrespective of his source of supply. This 
system with periodic adjustments has been in operation since April 
1954, and it is the contention of INCO that each customer receives his 
proportionate share of the total nickel available for nondefense use 


i 
i 
: 
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from all producers. At the time of placing orders with INCO, each 
customer is said to indicate the quantity of nickel furnished by other 
sources without identifying the source. The International Nickel Co. 
deducts the amount to be supplied from other sources and delivers only 
the remainder of the customer’s entitlement. It is stated that under 
this procedure it would not be easy for customers to duplicate their 
orders with two or more sources. BDSA states that, through the 
cooperation and voluntary permission of the producers, a monthly 
audit of deliveries is made by BDSA, and that where duplications of 
orders are observed the matter is referred to the customer concerned 
to make the necessary adjustments of his own volition. 


NICKEL SALES AT HIGHER-THAN-MARKET PRICES 


Effective December 6, 1956, the market price of refined nickel in- 
creased 914 cents per pound, from 6444 cents (United States) per 
pound to 74 cents per pound. Similar changes in price were an- 
nounced for nickel oxide sinter and other forms of primary nickel. 
The 6414-cent price had been in effect since November 24, 1954. Since 
December 1950 the price of nickel has increased from 501% cents per 
pound to 74 cents, or approximately 50 percent. 

Defense-rated orders have first priority on market-price nickel. 
Primary nickel that is available for nondefense use may be divided 
into three general categories: Market-price nickel as indicated above; 
premium-price nickel diverted from scheduled shipments under Goy- 
ernment contracts, ranging currently from about 77 cents per pound 
to $1.15 per pound; and the so-called gray-market nickel at prices 
ranging from $2.25 and upward per pound for pure nickel. The 
principal sources of this higher price nickel are France, West Ger- 
many, and Japan. Pure nickel scrap is another source of large quanti- 
ties of high-price nickel. According to BDSA the nickel recovered 
from nickel alloy scrap represents the major source of nickel sold at 
higher-than-market prices ($1.50 and up per pound). 

Investigations by BDSA indicate that some nickel which has been 
sold at higher-than-market prices was obtained through the illegal 
use of defense ratings, and the resale of nondefense nickel purchased 
from regular suppliers. Where sufficient evidence has been obtained 
with respect to the unlawful use of priority ratings, such violations 
have been referred to the Justice Department for proper action. With 
respect to the resale of nondefense nickel, the International Nickel 
Co. and other suppliers claim to have taken corrective action when such 
transactions have been known. BDSA has received scores of com- 
plaints from nickel purchasers who state that, in order to maintain 
production levels, they have been required to pay prices far in excess 
of the market price for nickel needed beyond their deliveries from 
regular suppliers. BDSA reports that in practically all cases, how- 
ever, the purchasers have not divulged the source of the metal on the 
ground that the supply might be cut off. 


PREMIUM-PRICE NICKEL 


_ In diverting premium-price nickel the Government specifies that 
it is to be sold without “windfall” to the producer or subsidy to the 
consumer, or in other words at the price which the Government. is 
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obligated to pay, plus packaging and handling charges. Premium- 
price nickel is usually the nickel which is recovered from marginal 
ores or where the initial operating costs require a higher-than-market 

rice. There are currently three sources of premium-price nickel: 

Hanna (ferronickel, about $1.15 per pound) ; INCO (about 95 cents 
per pound) ; and Falconbridge (about 77 cents per pound). 

At the request of the Office of Defense Mobilization, BDSA de- 
veloped a distribution pattern as a guide for Hanna, since this com- 
pany had not previously sold nickel to industry. The sales of the 
ferronickel of Hanna, which are currently applicable to the steel mills 
and steel foundries, were correlated with those of INCO and Nicaro. 
The premium-price nickel produced by INCO is in metal form and 
is distributed by their sales outlet, the Alloy Metal Sales Co., Ltd. 
The Government directed that this nickel be distributed among other 
nickel customers in a way to balance the increased supply made avail- 
able to the steel industry by Hanna. It is reported that Alloy Metal 
Sales Co., Ltd., has followed the Government’s request that all prem- 
ium-price nickel be distributed to United States consumers on the 
game basic relationship as market-price nickel. BDSA has reported 
that Alloy Metal Sales Co., Ltd., has used the distribution pattern of 
INCO to determine the entitlement of each customer for premium- 
| Se nickel and, from its audits, BDSA has found the distribution to 

e equitable. The first diversion of premium-price nickel by Falcon- 
bridge was made in the third quarter of 1956. In accordance with the 
recommendation of ODM the sales of this nickel were correlated with 
the deliveries of other suppliers. 


ELECTROPLATERS 


Hundreds of letters have been received by Members of Congress 
and the Department of Commerce from nickel platers who state that 
the nickel shortage has created a severe hardship for them. . These 
letters indicate that, as the defense requirements have increased, the 
nickel platers have been cut back at a time when plating demands have 
also increased. These letters further indicate that many of the platers 
have found it necessary to purchase nickel at gray-market prices. 

The contents of these letters and the problems of the nickel platers 
have been discussed by the committee and the staff with officials in 
BDSA. There appears to be relatively little defense demand for elec- 
troplating work. The nickel-plating industry is largely dependent 
upon nondefense plating jobs and an adequate supply of nondefense 
nickel to keep its facilities in operation. As defense orders have re- 
quired an increasing share of the market-price nickel, the platers 
have been required to look for its supply from available sources at the 
prevailing high prices. BDSA states that periodic audits have been 
made of plating suppliers’ order boards to check for mequities in 
distribution to individual plating firms. While BDSA had previously 
advised that these reviews indicated relatively few inequities, the re- 
port of the Secretary of Commerce on nickel supply and distribution 
dated December 31, 1956, and prepared under section 712 (f) of the 
Defense Production Act, concluded that inequities did exist in the 
distribution of nickel by plating supply houses. The practices and 
procedures followed by these suppliers are set forth in detail in the 
report of the investigation and study of nickel by the Secretary of 
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Commerce, made in consultation with the Joint Committee on Defense 
Production, and published as Progress Report No. 36 of this committee. 


COMPLIANCE 


Although the plating industry accounts for a relatively small por- 
tion of the total nickel consumed, BDSA indicates that the majority 
of the priority violations have occurred among those placing their 
orders as plating firms, It has been comparatively easy to obtain 
nickel through the illegal use of ratings. ‘There have been instances 
of failure on the part of some plating suppliers to comply with priority 
regulations through the acceptance of nickel orders without proper 
certification or the honoring of obsolete rating symbols as bona fide 
defense orders. 

Late in November 1955 BDSA addressed letters to all nickel sup- 
pliers of the plating trade calling their attention to various irregular- 
ities, and requested that they insist upon strict compliance with the 
regulations by their customers. Where subsequent investigations and 
surveys indicated the misuse of ratings, BDSA issued stop orders and 
directed suppliers to refer to all rated orders from such customers to 
BDSA for approval prior to acceptance. As of October 15, 1956, 
BDSA had issued 63 such stop orders of which 39 remained in effect. 
BDSA considered that the discrepancies in the other cases were satis- 
factorily explained. According to BDSA, 17 of these cases are under 
further investigation with a view of referring them to the Department 
of Justice. Five cases have been referred to the Department of Jus- 
tice within the past 3 years. Of these 5 cases, 4 are pending and 
prosecution was declined in 1 case. Several additional cases are ex- 
ee to be referred to the Department of Justice within the next few 
months, 

Recently BDSA completed a study of existing regulations to de- 
termine how these might be made more effective. Several amend- 
ments are now under consideration which, if adopted, should have the 
effect of eliminating certain technical problems which have added to 
the difficulties of compliance operations. 

As a further step toward strengthening compliance, BDSA, on May 
15, 1956, issued BDSA Regulation 8, Comphance and Enforcement 
Procedures, which prescribes the conditions and manner of issuance 
of inspection authorizations, demands for information, and subpenas. 

BDSA has included nickel alloy under the controlled materials 
system (Direction 6 to DMS Regulation 1, dated June 29, 1956) which 
should provide a better measure and regulatory control of the nickel 
required for defense. Under this system the user of nickel alloys as 
defined is required to indicate the specific program, production sched- 
ule, and quantity required each quarter in requesting his allotment of 
metal. This regulation should aid in restricting contractors from 


ordering nickel and holding it in inventory too far in advance of pro- 
duction schedules. 


NICKEL SCRAP 


With the shortage of primary nickel, scrap becomes increasing! 
important. When insufficient quantities of primary nickel are’ avail- 
able, the seller is in a position to obtain high prices for scrap. Gener- 
ally speaking, the contained nickel alloy scrap (8 percent and up) is 
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reported to bring $1.50 and up per pound and pure nickel scrap is 
reported to be selling at — upward of $2.25 per pound. BDSA 
figures indicate that about 25 to 30 million pounds of contained nickel 
in scrap is generated annually by fabricating plants. In some cases 
scrap is shipped directly from the fabricator to a mill on a toll basis, 
but most scrap is sold through a broker who in turn sells to a mill or 
foundry capable of consuming the metal. The Atomic Energy Com- 
mission operates a smelting plant at Oak Ridge where nickel is re- 
covered from most of the nickel scrap gener ated at AEC’s plants. 
The balance of the nickel scrap is processed by the International Nickel 
Co. for AEC’s account. The nickel recovered at Oak Ridge is trans- 
ferred to the stockpile or diverted to industry in accordance with 
directives issued by the Department of Commerce. During the past 
year over two-thirds of the uncontaminated nickel recovered at Oak 
Ridge has been released to industry. The Department of Defense is 
reported to sell most of its scrap in the open market to the highest 
bidder. 

Prior to June 29, 1956, any nickel contained in alloy scrap gener- 
ated by producers of nickel alloys in the performance of defense con- 
tracts was not controlled by any Government regulation. Under 
BDSA Regulation 2, Directive 7, issued June 29, 1956, producers of 
nickel alloys must deduct the quantity of usable nickel contained in 
the alloy scrap generated by him in defense production from his gross 
requir ements before placing rated orders for any new primary nickel. 
BDSA is in the process of conducting a field investigation to obtain 
further information from three basic segments of the nickel scrap 
industry, the industrial users who generate scrap, the consumers who 
use nickel-bearing scrap in their processes, and the scrap dealer who 
handles the material. (See Progress Report No. 36.) 


EXPORT RESTRICTIONS 


The oe of primary nickel in any form has not been allowed since 
early 1951. Export of nickel-bearing scrap continued to be controled 
throughout 1955 under the restrictive and closed quotas. Uncon- 
taminated nickel alloy scrap containing 50 percent or more of nickel 
was continued under a closed quota. Other types of scrap, such as 
contaminated stainless steel grinding and turnings, could be exported 
upon the submission of adequ ate evidence that it was unsalable domes- 
tically for technical or economic reasons. 

This policy continued until April 17, 1956, when the Bureau of 
Foreign Commerce, Department of Commerce, announced an embargo 
on all exports of nickel-copper alloy scrap (including monel). On 
June 13, 1956, the Bureau of Foreign Commerce placed an embargo on 
all remaining forms of nickel-bearing scrap, including contaminated 
scrap, to become effective in the third quarter of the year. 

On September 7, 1956, the Bureau of Foreign Commerce announced 
the relaxation of embar go on the export of nickel-copper alloy scrap 
providing that not less than 90 percent of the nickel content of the 
exported nickel-copper alloy scrap (including Monel metal scrap) 
will be returned to the United States in the form of nickel metal. 
The Bureau of Foreign Commerce stated that the relaxation was made 
because of heavy United States demand for nickel metal and because 
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nickel-copper alloy scrap was not being processed in this country to 
recover nickel metal on a commercial scale. 

On October 12, 1956, however, a quantitative quota was placed on 
the amount of nickel- -copper alloy scrap that could be exported during 
the fourth quarter under the 90-percent return provision in order 
that a greater quantity of this scrap would be made available for 
conversion to salts by domestic processors. At the same time certain 
nickel scrap materials (grindings, crushed radio tubes, and slags) 
were returned to a restrictive quota for the fourth quarter (under 
closed quota in the third quarter and restrictive quota previously) 
when stocks were reported to be accumulating due to unsalability of 
the scrap in the domestic market. 

In view of the critical shortage of nickel which currently exists, 
and the anticipated shortage which is forecast for many months 
ahead, your committee urges that the responsible Government agen- 
cies make a determined effort to increase the nickel supply as has been 
recommended by your committee repeatedly. 


ALUMINUM SupPLy 


The relationship between the available supply of primary aluminum 
and total demand created by both the defense and civilian require- 
ments has shown marked improvement during the past year. This 
represents a significant change from the severe shortage that existed 
in the civilian Y supply during the year 1955 when the Secretary of 
Commerce wrote three letters to the Director of ODM on March 11, 
June 3, and October 19, 1955, respectively, and pointed out the hard- 
ships being caused industry by the shortage and recommended that 
certain actions be taken to alleviate the situation. 

Even though the rate of industrial activities has continued to in- 
crease since mid-1955, the ee, of the civilian shortage has occurred 
due primarily to two factors: the further expansion of pr oductive 
facilities by the industry ; and the deferrals of practically all the quai 
terly deliveries of primary aluminum which were subject to call by 
the Government subsequent to June 30, 1955, through December 33, 
1956. 

To help meet the increasing civilian demands, the Director of ODM, 
upon the recommendations ‘of the Secret tary of Commerce and the 
advice of the Defense Mobilization Board, authorized aluminum pro- 
ducers to defer deliveries totaling 200,000 tons of metal subject to 

“all for delivery to the Gov ernment during the third and fourth quar- 
ters of 1955. ‘These deferments were authorized by ODM in a series 
of actions taken on June 16, September 13, and November 9, 1955, 
and were in addition to previous Government deferments totaling 
75,000 tons made during the first 6 months of 1955. 

In the November 9, 1955, announcement the Director of ODM also 
advised that the Government would not issue any calls for aluminum 
on primary producers during the first half of 1956 (except for 25,000 
tons, 14,000 tons due the Government and 11,000 for the account of 
the United Kingdom deferred in the fourth quarter 1955. On Feb- 
ruary 23, 1956, this call was reduced to 11,000 tons only). Dr. Flem- 
ming furthe ‘r stated that these decisions were made possible from a de- 
fense standpoint by expansions of aluminum capacity underw: ay and 
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planned, providing a greater supply of the metal in the event of an 
emergency than or riginally anticipated, and permitting a reduction of 
the stockpile objective. The lower stockpile objectives, both mini- 
mum and long-term, became effective on November 1, 1955. 

On May or 1956, the Director of ODM advised that, after consul- 
tation with the Defense Mobilization Board and on the recommenda- 
tion of the Secretary of Commerce, primary aluminum producers 
would not be called upon to make deliveries to the Government during 
the last half of 1956. Dr. Flemming said the calls were not being is- 
sued since the minimum stockpile goal for aluminum had been reached 
and, in view of the current high demand by consumers, purchases 
toward the long-term stockpile objective would not be sini at that 
time. In view of no deliveries being requested by the Government 
during 1956 (except for 11,000 tons for the United Kingdom), a total 
of 389,000 additional tons of primary aluminum has been made avail- 
able for civilian consumption during the calendar year, making a 
grand total of 664,000 tons deferred by the Government in favor of 
industry during the 2 years of 1955 and 1956. These deferrals have 
played a large ‘part in maintaining a reasonable balance between the 
civilian supply and demand for primary aluminum since early in 1956. 

In view of the short supply existing in mid-1955, the Director of 
ODM directed that a review be made of the overall supply-demand 
situation, including the military requirements, stockpile goals, and 
civilian needs for the next several years, to determine what action the 
Government should take with respect to a third round of expansion. 
Upon completion of the review, and after several consultations with 
the Defense Mobilization Board, the Director of ODM decided that 
a third round was not needed and closed the primary aluminum expan- 
sion goal on September 22, 1955. In taking this action, Dr. Flem- 
ming pointed out that the goal, which called for annual capacity of 
1,746,000 tons by 1955, was closed because the productive capacity in 
place, under construction and planned, would reach 1,778,000 tons, 
exceeding the objective of the expansion goal by 32, 000 tons. Dr. 
Flemming added that anticipated total capacity appeared sufficient to 
meet current stockpile and defense programs as well as the needs of 
the military, military supporting facilities, and the essential civilian 
economy in the event of a defense emergency. In view of this deter- 
mination, Dr. Flemming indicated that Government assistance for 
creating additional cap: city was no longer warranted. 

The aluminum industry estimates that during 1956 another 127,300 
tons of primary productive capacity has been added or will be ready 
for operation by the end of the year. This brings the country’ s alu- 
minum-making capacity to an estimated annual total of 1,762,100 short 

tons by Dec ember 31, 1956, more than double the 860 ,000- ton capacity 
reported by the industr y at the end of 1950. The 8 major producers, 
Alcoa, Reynolds, and Kaiser have accounted for this entire expansion, 
except for the new 60-000-ton plant completed in August 1955 by the 
new producer in the industry, the Anaconda Aluminum Co. at Colum- 
bia Falls, Mont. With the completion of the Anaconda plant in Au- 
gust 1955, first and second rounds of aluminum expansion programs 
sponsored by the Government were completed. 

On September 25, 1956, the Secretary of Commerce wrote the Di- 
rector of ODM that at meetings held with the Aluminum Industry 
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Advisory Committee (September 18 and 19), it was the concensus of 
industry that a strong demand for prime aluminum products would 
prevail throughout the first half of the calendar year 1957. The Secre- 
tary of Commerce further stated that current estimates indicated the 
total available supply of primary aluminum in the first 6 months of 
1957 would be slightly less than the total estimated demands of indus- 
try for the period. These estimates did not allow for replenishing in- 
ventories or Government calls for stockpile acquisitions. According- 
ly, it was the recommendation of the Department of Commerce that no 
stockpile call be made for the first half of the calendar year 1957. 
After consultation with the Defense Mobilization Board, the Director 
of ODM announced on November 7, 1956, that no calls would be issued 
for deliveries of aluminum to the Government during the first half of 
1957. Asa result, 200,000 additional tons of aluminum will be made 
available for industrial use in the first half of 1957. 

Subsequent to ODM’s closing the expansion goal program in Sep- 
tember 1955, four major companies have undertaken construction of 
new plant facilities for the production of primary aluminum which 
are expected to be in operation in 1957 and 1958. Upon completion of 
these new plants, the productive capacity of the aluminum industry 
will be increased by another 650,000 tons annually. These include the 
150,000-ton plant of the Aluminum Company of America at Evans- 
ville, Ind., scheduled to start operations in late 1957 with full output 
due in 1958 ; the 220,000-ton plant of the Kaiser Aluminum & Chemical 
Co., at Ravenswood, W. Va., scheduled to begin production by the 
third quarter of 1957; the 100,000-ton No. 2 plant of the Reynolds 
Metal Co., at Listerhill, Ala., due to be in full operation by late 1957; 
and the 180,000-ton capacity plant being built by the Olin Revere 
Metals Corp., at Clarington, Ohio, which is expected to start produc- 
tion late in 1958. This latter company, which 1s jointly owned by the 
Olin Mathieson Chemical Corp. and Revere Copper & Brass, Inc., was 
formed August 30, 1956. Prior to the formation of this new company, 
Olin Mathieson had announced plans in January 1956 to enter the pri- 
mary aluminum industry with the construction of a 60,000-ton plant 
at the Clarington site. 

On the basis of the new and expanded facilities presently scheduled 
by aluminum producers, the total productive capacity of the industry 
will be increased from 1,634,800 tons at the end of 1955 to an estimated 
2,513,600 tons capacity by the end of 1958—an increase of 878,800 tons 
over the 3-year period. Of this total, 127,300 tons are scheduled for 
completion during 1956; 267,500 tons, during 1957; and 484,000 tons, 
during 1958. It is significant that the projected capacity of the indus- 
try at the end of 1958 will be nearly 3 times the estimated capacity 
(860,000 tons) at the end of 1950. Another interesting comparison is 
that the 127,300-ton increase in productive capacity which the alumi- 
num industry is scheduled to achieve during 1956 represents 80 percent 
of the total 1955 output of 151,000 tons reported for Western Germany, 
the largest producer of aluminum among the free countries of Europe. 

A summary of the total plant capacity currently available in the 
United States for the production of primary aluminum and the new 
expansions now under construction or planned and scheduled for com- 
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pletion prior to December 31, 1958, is shown in the following table as 
reported by the various companies for each plant site: 


Estimated productive capacity available as of the end of year 


{Thousands of tons] 























Company and plant site 1955 1956 1957 1958 
Aluminum Company of America: 
SE cna od ciate echnaencn oun aceite maara ieee 157.1 157.1 157.1 157.1 
hg Bes ek pth 93 43 ons vines Sukafipien < sewed 47.2 47.2 47.2 a2 
PN BOO i552 od anise sb ey ig taltn ding nies 5s noe ltensiths bath iat 30.0 150.0 
PI Os OE 655 cb boda. i neh wbsdsubsededa cule 112.3 112.3 112.3 112.3 
RE CIR IR coh. cnt cc tpininamebscdtunbien dts 95.0 120.0 120.0 140.0 
ae caatilns ans ae pasta deeded dein am wren cele 100.0 150.0 150.0 150.0 
pe reer pee. 95.0 97.5 97.5 97.5 
On ie tntaewde honing sndequedses 100.0 108.5 108. 5 108.5 
CN d cit Fh ath Sesh ttn tte 706. 6 792. 6 822.6 962. 6 
Reynolds Metals Co.: 4 
I, ME ole hs cbs oaeaccue <ameanedmnh it 55.0 55.0 55.0 55.0 
SE RG PS foe ndhesninecksbbebnchiawigedaves 107.5 107.5 107.5 107.5 
Cee eae! adh inte’ 56.0 75.0 75.0 75.0 
SCD INS Cin iitenes os os abt tye ckwagoneea totes bis ee aseuean 100.0 100.0 
Longview, Wash____----- pit . 56.0 57.0 57.0 57.0 
Oy ee eee vee 81.5 91.5 91.5 91.5 
Troutdale, Oreg_......-- aoe s dae eae bem | 84.0 89.0 89.0 89.0 
EE Is Keene tapes +50 te-= hagoranecest | 440.0 475.0 575.0 575.0 
Kaiser Aluminum & Chemical Co.: aa 
EN MES Sloan = hed eencnhinecsebusicstecaeas 220.0 220.0 247.5 247.5 
eee ak th genes qneeetiibean 175.0 176. 0 176.0 176.0 
DRG. W4 WOs cat enc dice caccnenecocastodeunsbcacbasdasietieeinaties son 110.0 220.0 
Pe GT HUMID Sonos 650 tebsn seca adap eee eee 33.2 38.5 38.5 38.5 
settee ss tl 428.2 434.5. 572.0 682.0 
Anaconda Aluminum Co.: Columbia Falls, Mont -__-.-- 60. 0 60. 0 60.0 60.0 
fever Brace Oo.: The Delies, Oreg ts oc. obo fek cei ta A atk 54.0 
Olin-Revere Metals Corp.: Clarington, Ohio....._..._.|.-..2.--...-|.-----.----_]-.----.-.-- 180.0 
a ted 
Get pnieg sits ci hola 1, 634.8 | 1, 762. 1 2, 029.6 | 2, 513.6 


Under the facility expansion agreements entered into between the 
Government and 4 of the 6 aluminum producers (Alcoa, Reynolds, 
Kaiser, and Harvey) prior to the closing of the primary aluminum 
goal expansion program on September 22, 1955, the Government has 
“call” rights on any or all of the aluminum produced from the 
expanded facilities and the producers have “put” rights to the 
Government of surplus metal produced from these facilities. As of 
September 30, 1956, the Government’s maximum obligations remain- 
ing under existing put provisions were approximately 1,249,000 
tons. With the exception of the Harvey Machine Co., all put 
rights reduced rapidly until the cutoff date of June 30, 1959, when 
Government obligations terminate. On the basis of the present pro- 
duction rates, however, GSA estimates that the put rights of, all 
producers except Harvey will expire by the end of 1958. Under the 
Harvey agreement the company has the right to put a maximum 
of 270,000 tons to the Government at the rate of 54,000 tons annually 
for the 5-year period from May 1, 1958, to June 30, 1963. 

The Aluminum Company of Canada, Ltd., which ranks as the 
second largest primary aluminum producer in the world, accounts 
for a substantial quantity of metal made available annually to our 
domestic users. Since it is the plan of the United States and Canada 
to share their resources in the event of war on a continental basis, it 
is pertinent to note the progress made by Alcan in the expansion of its 
Canadian productive facilities. During the years 1950 through 1956 
the company has increased its primary aluminum capacity about 70 
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percent—from 447,000 tons delivered in 1950 to an.estimated total 
productive capacity of 762,000 tons during 1956. On the basis of 
additional facilities presently under construction and planned, the 
company estimates that its total production will be increased another 
35 percent—270,000 tons—during the period of. 1957 through 1960, 
making its total productive capacity 1,032,000 tons annually. Ac- 
cording to the company’s present construction schedules, 30,000 tons 
of the increased capacity will be added during 1957; 60,000 tons in 
each of the years 1958 and 1959; with the remaining 120,000 tons 
planned for completion in 1960. In addition to Alcan’s program, 
Canadian British Aluminium, Ltd., located in Quebec, have announced 
plans for a 90,000-ton capacity plant to start production late in 1957. 

With the exception of the Harvey Machine Co. and the Olin 
Revere Metals Corp. all aluminum expansions now under construc- 
tion or planned in the United States are being privately financed 
without the aid of rapid tax amortization or guaranteed market con- 
tracts. The Harvey Machine Co. and Olin Mathieson Chemical Corp. 
were issued tax-amortization certificates under the third round of 
aluminum expansions. Olin Mathieson was issued a certificate for 
a 60,000-ton plant in November 1952 and the Harvey Machine Co. 
received a certificate for a 54,000-ton plant in December of that year. 
On August 21, 1956, ODM transferred the original Olin Mathieson 
certificate for the 60,000-ton facility to the Olin Revere Metals Corp. 
to be applied toward the 180,000-ton plant which is currently under 
construction. The remaining 120,000-ton facility which is being built 
by the company is not eligible for rapid tax amortization since no 
applications for aluminum have been accepted by ODM since the 
expansion goal was closed on September 22, 1955. In the final nego- 
tiations with the Harvey Machine Co, in September 1955, the Gov- 
ernment entered into a definitive market-guarantee contract with pro- 
visions for Government assistance to the extent that production facili- 
ties cannot be privately financed with or without a loan guarantee. 
Subsequently the company negotiated a loan agreement with three 
banking institutions. This loan is guaranteed 95 percent by the 
Government. 

In order to insure that deliveries to military and AEC contractors 
receive priority for defense needs, primary aluminum producers, 
smelters, and independent fabicators are directed to set aside a certain 
portion of their production for this purpose. In 1956 the set-asides 
authorized by the Government represent approximately 15 percent of 
the total available supply. A comparison of the 1956 set-asides with 
the previous years shows that the military and AEC requirements 
for aluminum have maintained a fairly close level over the past 3 
years. 

Military and AEC set-asides 


| Millions of pounds] 

















1953 1954 | 1955 1956 
Simei kk re eee Lee a 194 140 145 
Mi auertel. sek. ne nn a ee oh cdaet: foeee } qa) 166 | 135 150 
90 QUOTE. oni. <2 ocd oda béackaabatbtl ssabel<enteh dadokeee 260 | 134 133 142 
CON GEA. ..ip = =< ap sss 0p ches Ea derkdenadedicetoabiad 235 | 127 | 147 | 146 
be i Se 495 | 621 | 555 | 583 








1 Primary aluminum was allocated under the controlled materials plan (discontinued July 1, 1953). 
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The aluminum foundries and secondary smelters have reported a 
continuing short supply of aluminum scrap during the past year. 
Members of the Industry Advisory Committee of Aluminum Smelters 
advised officials of the Aluminum Division of BDSA at the meeting 
held in Washington on August 22, 1956, that the supply of scrap was 
insufficient to maintain full production. Industry reports to BDSA 
have indicated that scrap inventories on the average were down to less 
than‘a 30-day operating supply. The committee repeated their previ- 
ous requests that exports of aluminum scrap be further restricted in the 
4th quarter. On August 30, 1956, BDSA called a special conference of 
aluminum scrap dealers for the purpose of obtaining data pertaining 
to the availability of scrap. At this meeting representatives of the 
scrap industry advised that supplies of scrap were sufficient; that no 
shortage of scrap had existed in the immediate past; and that there was 
no cause for any quantitative restrictions on the exports of aluminum 
scrap under present conditions, In view of the opposing views of these 
two industry groups, it is the suggestion of your committee that BDSA 
continue to study other phases of the scrap problem to determine the ex- 
tent that other factors may be contributing to the differing positions 
taken by these two important segments of the aluminum-producing in- 
dustries. In the first quarter of 1956 export quotas of aluminum scrap 
were restricted to 6,000 tons. This quota was reduced to 4,000 tons in 
the second quarter and was continued at that level during the third and 
fourth quarters of the year. 

The current price for secondary metal is more in line with the present 
market price of new primary metal than prevailed a year ago. At that 
time secondary metal prices ranged as high as 31 cents per pound, ap- 
proximately 50 percent higher than the market price of 21.5 cents for 
primary aluminum. The prices on November 1, 1956, were 24.5 cents a 
pound for the secondary metal and 25 cents for primary aluminum. 


CopreR 


The tight copper supply situation which began in mid-1954 contin- 
ued into the first quarter of 1956, then eased as supply and demand 
came into near balance. One of the principal factors for this easing 
was the deferring of deliveries to the Government of copper under 
contract during the first and second quarters of 1956 and the postpone- 
ment of previously deferred deliveries. Preliminary reports for the 
first half of 1956 show that the available new supply of copper raw ma- 
terials was 1,448,000 tons while the amount consumed and exported 
totaled 1,430,000 tons, a slight excess of supply over demand. With 
the exception of January, the available supply was nearly in balance, 
and in June a surplus developed because of a decline in consumption. 
This surplus enabled mills to restore working stocks to a better relation- 
ship and balance with consumption rates. 

Domestic production of recoverable copper, which rose from 835,000 
tons in 1954 to 997,000 in 1955 (the highest since 1943), continued at a 
high rate during the first 6 months of 1956. Preliminary figures for 
the first half of 1956 indicate smelter production to have been 642,000 
tons as compared to 585,000 tons in the like period of 1955, and refinery 
production from both primary and secondary materials to have been 
$82,000 tons as compared with 822,000 tons during the first 6 months of 
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1955. Inventories of refined copper held by refiners, brass mills, cop- 
per-wire mills, and other processors rose to an estimated 180,000 tons 
as of June 30, 1956. This total as of June 30, 1955, was only 112,000 
tons. 

The Department of Commerce has estimated that a moderate sur- 
plus of available new supply of refined copper (production from both 
primary and secondary materials and imports) developed in the third 
quarter of 1956 over the demand (consumption, exports, and additions 
to stocks and the Government stockpile). The Department of Com- 
merce has estimated that for the fourth quarter the new supply will 
exceed the demand for refined copper by 13,000 tons, and that for the 
first quarter of 1957 the new supply will exceed the demand by 10,000 
tons. 

The major domestic producers’ price, which rose in 4 steps in 1955 
from 30 cents a pound to 43 cents, was increased again in February 
1956 to 46 cents, the highest level in over 90 years. Prices charged by 
domestic custom smelters also rose, and at one time in March reached 
a new peak of 55 cents a pound. After reaching this high, custom 
srnelter prices began an almost steady decline as demand for the high- 
priced copper weakened. The price of copper on the London Metal 
Exchange (LME), which reached a high of 545% cents in March, also 
declined as demand eased. In April, for the first time in nearly 2 
years, the LME price dropped below the major domestic producers’ 
price which held at 46 cents. At one time, in June, the LME quota- 
tion dropped to 35.125 cents. A low of 32.8 cents on the LME was 
reached in July and again in October. In July the major domestic 
producers’ price was cut by 6 cents to 40 cents a pound, and in October 
the price was further reduced to 36 cents a pound. 

The policy of pricing Chilean copper sold to United States con- 
sumers at the domestic producers’ price was changed in March so that 
the price of copper delivered in the United States would be based on 
LME quotations. After LME quotations fell below the domestic 
producers’ price, this policy was further revised so that the price of 
Chilean copper sold here would be based on either LME or United 
States prices, whichever was higher. 

The series of diversions of copper to industry from the Defense 
Production Act inventory and from scheduled deliveries to the stock- 
pile and the DPA inventory which began in the last quarter of 1954 
were made to assure that essential defense programs would not be 
interrupted due to an inadequate supply, for the rehabilitation of 
flood-stricken areas, and generally to alleviate industrial shortages. 
During the period beginning with the fourth quarter of 1954 and 
ending June 30, 1956, 86,700 tons of Government-owned copper and 
copper under contract were made available for industrial use. Of 
this amount, 38,700 tons were diverted from deliveries scheduled for 
the stockpile, while 48,700 tons came from the DPA inventory and 
deliveries scheduled for the DPA inventory. Generally, the author- 
izations granted to contractors to divert to industry copper scheduled 
for shipment to the Government did not release these contractors from 
shipping the contracted quantities but merely deferred delivery dates. 
On May 10, 1956, the Office of Defense Mobilization announced that 
it had authorized the General Services Administration to negotiate 
with these contractors for the phasing out of deliveries to the Govern- 
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ment of the deferred copper. GSA was advised that restoration 
should begin by mid-1956 at a rate which would minimize the impact 
of such deliveries on the industrial supply. The amount of copper to 
be so restored totals approximately 45,000 tons. ODM also announced 
that no further deferments of copper were contempated. 

In October 1954, due to the shortages of copper resulting from the 
widespread work stoppages in the copper industry during the summer 
of that year, most copper raw materials of domestic origin were put 
under restrictive license controls. At first these restrictions merely 

called for identification of the foreign consumer and evidence of avail- 
ability on the part of the exporter. Starting with the first quarter of 
1955, quantitative controls were placed on both unalloyed copper scrap 
and copper-base alloy se rap, and exports of refined copper of domestic 
origin were banned. Closed quota controls on refined copper from 
Can: adian origin scrap and quantitative controls on copper-base alloy 
ingots and other crude forms were later established. For the fourth 
quarter of 1956, quotas of 9,000 tons of unalloyed copper scrap, 21,400 
tons (metal weight) of copper-base alloy scrap, and 1,000 tons of 
copper-base alloy ingots and other crude forms were set by the Bureau 
of Foreign Commerce, Department of Commerce. Quotas for these 
materials in the third quarter were 4,000, 15,400, and 1,000 tons, respec- 
tively. For the fourth quarter, all refined copper was placed under 
open-end licensing. In announcing exports quotas for the fourth 
quarter, the Bureau of Foreign Commerce said that the relaxation 
in restrictions could be made because of the improved domestic supply 
situation. 

On September 24, 1956, the Office of Defense Mobilization closed 
the copper supply expansion goal. This goal, which had been estab- 
lished in February 1952, ec: alled for an annual supply of 2,270,000 tons. 
The Department of the Interi ior, which recommended this action, had 
advised ODM that the copper goal was exceeded. 


ConTINUITY OF GOVERNMENT AND INDUSTRY 


The Government agencies have been made responsible for taking 
necessary steps to assure maintenance of executive direction, with the 
Office of Defense Mobilization providing guidance. ODM reports 
that during the past year there has been a slow but steady improve- 
ment in this program but that much remains to be done. Planning for 
the continuity of government requires a survey of the Government’s 
existing functions to determine what would be essential in the event 
of enemy attack. Under existing procedure the responsibility for 
these determinations rests predominantly with the individual agencies. 
Thirty-five key mobilization agencies are reported to have completed 
their initial determinations and by June 30, 1957, it is expected that 
this number will have increased to 53. 

In referring to the defenses against the horrors of thermonuclear 
attack, ODM points out that no defense is perfect, however, and that 
a successful attack on our centers of government could be disastrous 
to our ability to continue the war. The defenses mentioned by ODM 
include diplomatic efforts to promote peace and disarmament; a strong 
military totes to resist and retaliate quickly against aggression; the 
Continental Air Defense Command; and protective measures such as 
dispersion, relocation, evacuation, and shelters. 
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In the fifth annual report your committee pointed out that one 
major unresolved problem is that of determining the practical limits 
of dispersion, both on a voluntary basis and with Government assist- 
ance, and that it is important that a responsible estimate of the out- 
lines of that problem be made. The Defense Production Act, as 
approved on June 29, 1956, was amended by adding the following 
to the statement of policy of the act: 


In order to insure productive capacity in the event of such 
an attack on the United States, it is the policy of the Con- 
gress to encourage the geographical dispersal of the indus- 
trial facilities of the United States in the interest of national 
defense, and to discourage the concentration of such produc- 
tive facilities within limited geographical areas which are 
vulnerable to attack by an enemy of the United States. In 
the construction of any Government-owned industrial facil- 
ities, in the rendition of any Government financial assistance 
for the construction, expansion, or improvement of any in- 
dustrial facilities, and in the procurement of goods and 
services, under this or any other act, each department and 
agency of the executive branch shall apply, under the coordi- 
nation of the Office of Defense Mobilization, when practicable 
and consistent with existing law and the desirability for 
maintaining a sound economy, the principle of the geograph- 
ical dispersal of such facilities in the interest of national 
defense. Nothing contained in this paragraph shall preclude 
the use of existing industrial facilities. 


The dispersion policies of the executive branch of the Government 
date back to the industrial dispersion policy statement issued by 
the President on August 10, 1951. Recognizing that a major por- 
tion of our industrial capacity so essential to our national defense 
and to our survival lies within a relatively few densely built-up 
centers, the policy statement directed that satisfactory standards of 
dispersal be appled to the greatest extent practicable to certificates 
of necessity, allocations of critical materials, emergency loans, locat- 
ing facilities built by the Federal Government, and the awarding of 
defense contracts. 

On August 14, 1951, Defense Mobilization Order No. 11 was issued. 
This order directed that the Defense Production Administration 
assure that the need for the dispersal of facilities in accordance with 
the policy approved by the President be recognized when certificates 
of necessity are granted. Other implementing directives were issued. 

On October 1, 1953, the Director of the Office of Defense Mobiliza- 
tion reported that 71 percent of our defense related industrial capacity 
and 64 percent of the workers engaged in manufacturing were con- 
centrated in 50 highly centralized areas. Shortly thereafter, on 
February 10, 1954, Defense Mobilization Order I-8 was issued, assign- 
ing to the Secretary of Commerce the task of providing guidance and 
assistance to industry to insure continuity of production in event of 
attack and to coordinate and guide local dispersion committees. 
Defense Mobilization Order VI-4 was issued on March 12, 1954, to 
provide rapid tax amortization for protective construction designed 
to resist weapons effects on facilities which are not or cannot be 
located at safe distances from probable targets. 
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The Secretary of Agriculture was assigned responsibilities b 
Defense Mobilization Order I-9 on February 25, 1954, for prepared- 
ness measures relating to food, including programs for the continuity 
of the operation of vital food facilities in event of attack. Under 
Defense Mobilization Order I-12, dated October 1, 1954, the Secre- 
tary of Defense was assigned additional responsibilities, which in- 
clude making the maximum use of plants in dispersed locations, pro- 
grams for providing alternate sources of supply, and of making 
recommendations on applications for tax amortization certificates 
and defense loans. Defense Mobilization Order I-13, dated Novem- 
ber 12, 1954, assigned to the Secretary of the Interior ene for 
the continuity of production of certain industries, including solid 
fuels, petroleum and gas, electric power, and metals and minerals. 
On December 7, 1954, the Secretary of Defense issued Defense Direc- 
tive No. 3005.3, to integrate procurement policies with mobilization 
plans, and provided for review of proposed procurement items con- 
tained in the Department of Defense Preferential Planning List, 
including consideration in such review to geographic dispersal. 

On November 17, 1955, the Deputy Secretary of Defense issued 
Department of Defense Directive No. 5220.5 entitled “Industrial Dis- 
persal.” The directive emphasizes dispersal in new facilities and 
where multiple sources of supply exist. It states that dispersal shall 
be given particular consideration when facilities are constructed at 
Government expense or with Federal aid. It also states that due con- 
sideration should be given to timely delivery, excessive cost, and re- 
sulting social dislocations, and that the directive does not necessarily 
apply to those new facilities which constitute a “desirable, but rela- 
tively minor,” adjunct to existing defense facilities. Department of 
Defense Directive No. 4275.2, issued October 6, 1956, provides that all 
new projects undertaken or sponsored shall comply with such dis- 
persal standards as may be issued by proper Government authority. 

On November 23, 1955, the Air Force issued an industrial produc- 
tion readiness policy which included the Department of Defense 
directive of November 17, 1955, and placed greater emphasis on reacti- 
ness for a nuclear weapons type of war than on the traditional con- 
cept of a prolonged industrial buildup after war starts. Two special 
planning concepts were outlined. The production compression con- 
cept is designed to achieve delivery to the Air Force of a maximum 
amount of equipment which would be critical during the early weeks 
of a general war. The production acceleration concept is designed to 
provide accelerating production of selected weapons that would be 
critical in a local war. 

On January 11, 1956, the Director of the Office of Defense Mobiliza- 
tion issued order I-19, assigning responsibilities for dispersion and 
protective construction. This order supersedes the dispersion policy 
statement of August 10,1951. Under this order it is the stated policy 
of the United States to encourage and, when appropriate, to require 
that new facilities and major expansions of existing facilities impor- 
tant to national security be located, insofar as practicable, so as to 
reduce the risk of damage in the event of attack; and to encourage and, 
when appropriate, require the incorporation of protective constructioa 
features in new and existing facilities to provide resistance to. 
weapons effects suitable to the locations of said facilities. In deter- 
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mining the distance of a facility from the probable area of destruction 
numerous relevant factors are applied, such as the most likely targets; 
the size of such targets; the destructive power of weapons; radiation; 
characteristics of the facility; the damage which a facility could sus- 
tain and remain operable, ground environment and natural barriers; 
and the economic, operational, and administrative requirements. 

All departments and agencies of the executive branch of the Federal 
Government are responsible for adherence to the policy and criteria 
set forth in Defense Mobilization Order I-19 with respect to programs 
under their control. All agencies are responsible for: (a) programs 
for minimizing the vulnerability of the mobilization base (DMO-I-+4, 
par. 17); (&) consideration of dispersed location and protective con- 
struction in the review of application for tax amortization (DMO- 
III-1, pars. 4 and 5: DMO-VI-4); (ec) application of dispersion 
standards to facilities of the executive branch, in accordance with 
policy and standards issued by the Director of ODM. 

Under DMO I-19 the Department of Defense has responsibility for 
programs for maximum use of dispersed plants, and development of 
standards for strategic locations and physical security (DMO-I-12, 
= 2,g,h,ando). ‘The Department of the Interior has responsibility 

or programs for continuity of production of certain assigned in- 
dustries (DMO-I-13, par. 2, j). The Department of Agriculture has 
responsibility for programs for operation of vital food facilities 
(DMO-I-9, par. 2, h). The Department of Commerce has responsi- 
bility for programs for dispersion and continuity of production 
(DMO-I-8, par.2,gandh). The Federal Civil Defense Administra- 
tion has responsibility for the development and coordination of plans 
and programs for the reduction of urban vulnerability (DMO-I-18). 

The Department of Commerce (Office of Area Development) is re- 
sponsible for providing guidance and assistance to departments and 
agencies of the Federal Government, to industry, public and private 
et and organizations in the application of DMO-I-19. The 

ederal Civil Defense Administration is responsible for integrating 
at the metropolitan target level dispersion actions with all other 
measures which can make urban areas less attractive targets. FCDA 
is also responsible for promulgating construction standards and speci- 
fications for the protection of persons and property from nuclear and 
unconventional weapons effects. 

Statistics made available to the committee by the Office of Defense 
Mobilization reveal an increase in denials of tax amortization applica- 
tions since February 15, 1955, due to failure to meet dispersion criteria 
as compared with denials for the period from July 1, 1952 to February 
15,1955. During the prior period, of the $10,278,796,000 certified for 
tax amortization the amount of $4,728,486,000 was considered appli- 
cable to dispersion criteria. Of the $4,728,486,000, projects in the 
amount of $3,979,674,000 were found to conform to dispersion criteria 
not in congested urban areas or near major military installations. Ex- 
ceptions were granted for projects amounting to $729,608,000, and 
cases were denied in the amount of $19,204,000. 

From February 10, 1955, to October 31, 1956, the amount of $7,- 
304,691,000 was certified. During approximately the same period 
(from February 15, 1955, through October 31, 1956) applications 
amounting to $1,383,216,000 were denied because the plant sites did 
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not comply with national dispersion criteria. These denials are sum- 
marized as follows: 














| 
Industry Number Estimated 
cost 

pea " ila ” -——— 

Electric power generating facilities ....................-.-...-...-.--.------ 33 | $1, 061, 515, 000 
Petroleum refining facilities... __ ee SANS we aaa ane 21 | 244,819, 000 
Byproduct coke facilities _- f Fi tbbiech 72464 -gdsseAA 4| 71, 548, 000 
Aircraft forging facilities_.....- eet : lian diliinad 1 2, 922, 000 
Refrigerated warehouses Dae 7 ake vabnbadadoadsdnaddads 1 2, 412, 000 





During the period from February 15, 1955, through October 31, 
1956, the following were granted a waiver of dispersion criteria upon 
the recommendation of the Department of Defense or a delegate 
agency : 








Industry Number | Estimated 

| cost 

| 
Heavy steel-plate production facilities. .....................-..--.-.-----...- | 2 | 1 $52;923, 000 
Neen nnn nnn Ee annnanincesbe sh cmasnkoskemedetdtaltnan | 1 | 6, 941, 000 
ONTO 6 82 5 oi nina coke eadstnbbisbidccbensbceehehhsasesace 1 | . 10, 000, 000 
a a a al ail aaa aan ibecinmeeel 1} 215,000,000 
Electric power generating facilities...................-....--.-...-2...-.----. | 1 3 7, 000, 000 
I 1 3 32, 090, 000 
Sassen y MITCCRES rOUUCHIOtT MACIIIGIOS.. ~~ = on i cnc cee cenccsbccnahe | 19 | 2 146, 790, 000 





1 Department of Defense and Commerce, 
2 Interstate Commerce Commission. 
? Department of Defense 


On October 11, 1956, the Director of the Office of Defense Mobiliza- 
tion issued a memorandum setting forth criteria to be followed in 
applying the dispersion policy (DMO I-19) to defense facilities in- 
cluded in applications for tax amortization. The memorandum sets 
forth language as follows: 





1. In order to encourage dispersion, if there is additional 
capital investment required to lauahe a facility at an accept- 
able, dispersed site, over and above that required to locate 
at an undispersed site which would be chosen normally for 
economic, operational, or administrative reasons specifically 
related to the type of facility involved, such additional capi- 
tal investment will be eligible for 100 percent certification 
for rapid tax amortization. 

(a) Applicants for tax amortization shall submit ap- 
eal data to explain and justify fully such addi- 
tional capital investment. The appropriate delegate 
agency having mobilization responsibilities in the in- 
dustry area involved shall review the data submitted 
by the applicant and submit a report and recommenda- 
tion to the certifying authority. 

Except as noted below, all applications for rapid tax 
amortization for the construction of new facilities or for 
major expansions of existing facilities will be reviewed by 
the Office of Area Development, Department of Commerce, 
to determine whether the proposed location of such facilities 
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complies with DMO-I-19. The following types of facilities 
are considered to comply with the dispersion policy : 

(a) Underground facilities in a nondispersed area 
such as pi elines; 

(db) Mebile facilities with no fixed locations, such as 
airplanes, ships, and railroad rolling stock. 

This dispersion policy shall not be applicable to the 
following new facilities or expansion of existing facilities: 

(a) Any expansion of existing facilities which repre- 
sents not in excess of 50 percent ‘of the capacity existing 
at the present site: Provided, however, That the cost of 
such facility expansion as estimated by the applicant does 
not exceed $5 million. 

(b) New facilities, other than an expansion of existing 
facilities, estimated by the applicant to cost less than $1 
million. 

4. Additions to existing facilities and new facilities in areas 
which do not conform to the dispersion policy and which do 
not come within the meaning of paragraphs 2 and 3 shall not 
be certified for tax amortization except in unusual cases which 
qualify under the following rule: 

(a) The facility under consideration is determined 
to be necessary to. satisfy a Department of Defense or 
Atomic Energy Commission requirement which cannot 
be met by existing facilities or from facilities now being 
constructed or planned. 

). In determining whether a given facility is eligible for an 
exc ception under the rule stated in paragraph 4, a fully docu- 
mented justification shall be obtained from the appropriate 
delegate agency having mobilization responsibilities in the 
industry area involved and also from the appropriate pro- 
curement agency. 

6. These criteria shall be applied to applications for tax 
amortization heretofore denied solely for failure to comply 
with the dispersion policy. 


As of December 6, 1956, 12 applications previously denied for failure 
to meet dispersion criteria have been reconsidered by request of the 
applicants and certified for tax amortization, the amount certified 
being Se Dited 317 i, 000. 

The Federal Civil Defense Administration is now attempting to 
determinine what steps can be taken to increase effectiveness with 
regard to dispersion and related programs. The Administrator of 
FCDA reports that the Shemnaly limited educational effort has 
had some desirable effects even though the general statistical measures 
of population and manufacturing show little i improvement in the over- 
all situation. : 


Execrric PowEer 


It was indicated in the previous annual report that numerous in- 
quiries have been made on behalf of your committee over an extended 
period of time as to whether progress was being made on a study 
of the needs for electric power under wartime conditions. In the 
annual report covering the year 1954, your committee emphasized the 
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need for a study on the part of all responsible agencies to make certain 
that our Nation’s security is not jeopardized due to a lack of adequate 
power in the event of attack. 

On January 13, 1954, the Director of the Office of Defense Mobiliza- 
tion wrote the Secretary of the Interior that there was a current need 
for a program for electric-power facilities in case of war, and further 
stated that his Office had received requests for preparation of such a 
program from the National Security Council, and made reference 
to the inquiries of this committee concerning plans for this essential 
item of defense. Dr, Flemming also stated that the Government’s 
program would require revision in the light of the new attack-damage 
factor, and requested that the Department of the Interior assume lead- 
ership in this project. On April 7, 1954, the Director of ODM wrote 
a similar letter indicating his special interest in an up-to-date electric- 
power study and requested a program for electric-power facilities in 
case of war. Early in the year 1955, the Director of the Office of 
Defense Mobilization reported to the committee that steps had been 
taken to obtain further power studies to indicate the probable mobiliza- 
tion-base requirements under bomb-damage assumptions. 

In a hearing of the Joint Committee on Defense Production, on 
June 9, 1955, inquiry was made of Mr. Edward D. Frye, of the Depart- 
ment of the Interior, as to what our needs for electricity would be in 
case of all-out war, and he stated that this was not known because 
the necessary data and information were not available. 

At the time of the issuance of the fifth annual report of this com- 
mittee, the Director of ODM had reported that a study, chaired by 
the Department of the Interior, with representatives from the Office 
of Defense Mobilization, Department of Defense, and Department 
of Commerce participating, was underway to evaluate the power situa- 
tion inthe Niagara area in the event of an attack in that area. 

The Department of the Interior currently reports that a study, 
chaired by the Department of the Interior with representatives from 
the Office of Defense Mobilization, Department of Defense, Depart- 
ment of Commerce, and the Federal Power Commission participating, 
is underway to evaluate the power situation in the Niagara area in 
the event of an attack on that area. The Department of the Interior 
also reports that similar studies of other critical areas will be under- 
taken in the near future. 

The Office of Defense Mobilization reports that the study of the 
electric-power situation in the Niagara area was just being completed 
when a landslide damaged the Schoellkopf station, and that this will 
necessitate awaiting word as to the future plans for the plant and 
possibly recasting the capacity-demand figures in the report. ODM 
also reports that plans are being made to carry out similar studies in 
other additional areas not yet definitely selected. 

It has been a considerable period of time since the National Security 
Council and this committee recommended a study of the wartime re- 
quirements for electric power, with the first regional power study yet 
to becompleted. However, the committee staff has been advised by the 
interested agencies that the beginning of each succeeding regional 
power study will not be dependent upon the completion of studies in 
other regions. The continued interest in this study by your committee 
has been based on the belief that the needs for electric power in time 
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of war are not known, that electric power is vitally necessary for 
industrial production, that there is no present substitute for electric 
power, that plans must be made far in advance of actual use, and 
that part of our facilities would be destroyed in the event of attack. 
Your committee continues to believe that it is essential that the best 
information available be developed as to the amount of electric power 
which would be required in the event of war, with adequate considera- 
tion given to the extra margin which would be necessary to provide 
insurance against probable attack damage. 

The Department of the Interior reports that December peak loads 
for the years 1956, 1957, and 1958 are now estimated to be greater than 
estimated 1 year ago. These upward revisions of estimated peak 
loads, coupled with lowered estimates of capabilities in 1956 and 1957, 
are also reported to result in gross reserves substantially lower than 
previously forecast for each of the years 1956 through 1958. The De- 
partment of the Interior indicates that while gross reserves for the 
country as a whole vary from 10.6 to 17.9 percent for the years 
1956-59, on a regional basis the power situation is not too favorable to 
meet all requirements under full mobilization. It is further indicated 
by the Department of the Interior that the reserves in all regions can 
meet the present load requirements under both summer and winter 
conditions, with the exception of region VII under adverse water 
conditions during the winter, but that the December reserves in regions 
I, III, and VII are too low to assure an adequate power supply for 
full mobilization. December reserves in regions II and IV and 
summer reserves in region V are reported to be not as high as desirable. 


Macutne-Toot Programs 


Machine tools continue to be of strategic importance in our mobiliza- 
tion planning. Since early in the Korean conflict, ODM, in coopera- 
tion with other responsible agencies, has established various Govern- 
ment-sponsored programs to overcome machine-tool bottlenecks and 
broaden the industrial base for any future emergency. These pro- 
grams include the Korean pool-order program, the facilities-expan- 
sion program, the elephant-tool program, the M-day pool-order pro- 
gram, the turbine and gear-tool program, the reserve tool and facili- 
ties program, the tool-leasing program, and the centralized-inventory 
program of Government-owned machine tools. Some of these pro- 
grams are drawing toaclose. The brief summary which follows gives 
some indication of the extent to which these programs have aided in 
increasing the industrial capacity of our Nation. 


KOREAN POOL-ORDER PROGRAM 


This program was practically completed in 1954 and resulted in the 
production and sale of approximately 87,000 machine tools valued at 
$1.2 billion to defense contractors direct from toolbuilders. Under this 
program, the Government guaranteed the sale of the completed tools. 
Although the Government was required to purchase and put in storage 
a total of 825 tools valued at nearly $12 million, this inventory has 
been reduced through resales to contractors to 501 units valued at $6.7 
million as of September 30, 1956. To date the total cost of this pro- 
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gram to the Government represents about one-half of 1 percent of the 
value of all the tools procured under the program. 


FACILITIES-EXPANSION PROGRAM 


The purpose of this program was to assist toolbuilders to enlarge 
their own productive facilities. Under the program the Government 
purchased and leased a total of 2,734 tools to builders valued at $31.7 
million, including cost of transportation and installation. Of this 
total, 2,156, valued at $19.3 million, remained on lease under 83 leasing 
agreements as of September 30, 1956. The tools leased under this pro- 
gram earned rental income of $2.5 million for the fiscal year 1956. 
Of the total 2,734 units delivered, 578 tools were subsequently trans- 
ferred to Government storage. Of this total, 275 have been sold to 
contractors and 16 have been transferred to other programs, leavin 
287 tools valued at $5 million currently in Government storage. eek 
lease agreement was for a 5-year period, and the last of these contracts 
expire early in 1958. GSA does not plan to renew these leases unless 
defense contracts are involved. Since each lease agreement contains 
an option to purchase, GSA anticipates that many of these tools will 
be purchased by the lessee on or before the dates the lease agreements 
expire. 

THE ELEPHANT-TOOL PROGRAM 


The original elephant-tool program was completed in 1955 but fell 
far short of its objective as only four producers of elephant tools par- 
ticipated. This program was undertaken to increase the capacity of 
the tool industry to produce extremely large general-purpose tools. 
A total of 319 large tools valued at over $4.7 million (11 transferred 
from the facilities- cpeeees program) were purchased by the Govern- 
ment and installed in the plants of 3 builders (1 builder requested tax 
amortization only) under 10-year leasing agreements. Each contract 
provides that the ‘builder will be compenst ated for maintenance and 
storage when the unit is not in use. The builders have the privilege of 
using the installed tools for both defense and civilian work, upon pay- 
ment of rental, at the rate of about 1 percent per month of the original 
acquisition cost during the period the tools are actually in use. During 
fiscal year 1956 these elephant tools yielded the Government approxi- 
mately $450,000 in rental fees, and on this basis will practically return 
the Government’s original investment in the elephant program over 
the 10-year period. 

For more than a year BDSA, at the request of ODM, has been 
conducting comprehensive studies to determine the types, number, and 
size of the elephant tools (long lead-time) now installed in tool build- 
ers’ plants and the maximum number of new elephant tools that could 
be produced with the present facilities. On the basis of the informa- 
tion developed from these studies, ODM requested BDSA to reexamine 
the military machine-tool requirements by major programs to deter- 
mine whether the tool producers have the capacity to build the long 
lead-time tools that will be required under full mobilization. If defi- 
ciencies are found, ODM plans to authorize GSA to use borrowing 
authority funds to purchase the elephant tools required and lease these 
to tool builders to expand the existing capacity. 
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The next step in the elephant program will be to determine what 
deficiency, if any, exists in the number of large tools required to meet 
full mobilization production for selected defense-supporting indus- 
tries such as rolling mills, electric power, and transportation, and 
decide whether, in the interest of national defense, such tools should 
be built now and installed on a standby basis. Many of these elephant 
and near elephant tools require a normal Jead time of 12 to 30 months 
to build and involve an acquisition cost ranging from $75,000 to over 


$300,000. It is expected that this overall study may require 12 to 18 
months to complete. 


M-DAY POOL ORDER PROGRAM 


The purpose of this program is to assure immediate use of the pro- 
ductive capacity of machine-tool builders in any future emergency. 
This plan is based on the successful experience of the Korean pool 
order program and is designed to avoid the usual time lag between 
the placement of defense contracts for end items and the placing of 
contracts for machine tools to make the end items. For more than 
a year ODM, the Department of Commerce, the Department of 
Defense, and GSA have been developing this program with members 
of the machine-tool industry. On March 20, 1956, ODM announced 
that $21 million of the borrowing authority fund was being set aside 
to finance the production of general-purpose machine tools in the first 
6 months following any future M-day. This sum is expected to finance 
an estimated $256 million in pool-order contracts which tool producers 
will start to produce immediately upon notification from the Gov- 
ernment. Of the total $21 million authorized, $18 million is to be 
available for working capital advances where needed up to 30 percent 
of the value of the items to be produced. The remaining $3 million 
is to cover the probable ultimate net cost of the program to the Gov- 
ernment. The contracts provide that the Government guarantees to 
purchase any scheduled tools which the producers do not sell 
commercially. 

As of October 15, 1956, a total of 70 pool-order schedules, involving 
nearly 14,900 tools valued at over $222 million, have been developed 
by BDSA in cooperation with the other interested agencies and the 
respective tool producers participating in the program. Of the 70 pool 
order contracts, 41 valued at $125 million were executed by tool build- 
ers as of the above date. GSA anticipates that the program will be 
completed by the end of calendar year 1956 with approximately 84 
tool producers signing trigger contracts involving over 15,000 machine 
tools with an acquisition cost of $256 million. Since actual produc- 
tion of these tools will not begin until M-day, no advances or expendi- 
tures will be made until the program is triggered by Government 
notice to the producer. According to ODM, the list of machine tools 
in the program will be reviewed every 6 months and additions or dele- 
tions made in accordance with changes in mobilization plans. BDSA 
reports that all producers of general purpose tools have been invited to 
participate in this program. 


TURBINE AND GEAR TOOL PROGRAM 


This program is designed to increase the productive capacity for the 
manufacture of marine turbines and gears to meet the indicated defi- 
ciencies in the event of another emergency. In 1953 an interagency 
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study group, consisting of representatives from the Departments of 
Defense and Commerce, undertook, in cooperation with manufacturers 
of propulsion steam turbines and turbine-driven reduction gears, a 
study of the mobilization requirements and the existing capacity to 
produce these components. ‘The study was completed in August 1954 
and indicated that the plant facilities of the industry fell far short of 
the full mobilization requirements. The interagency committee on 
components unanimously approved the report with the recommenda- 
tion that borrowing authority funds be used to carry out the necessary 
expansions. 

On August 14, 1955, ODM authorized $70 million of borrowing au- 
thority funds to purchase the long-lead-time tools required to round 
out the capacity of the industry and to install such tools in the plants 
of the turbine and gear producers on a standby basis. As the program 
developed, some of the needed tools were found to be available in Gov- 
ernment reserves with the result that ODM reduced the total authori- 
zation to $50 million on March 21, 1956. Against this authorization 
the Bureau of the Budget has allotted a total expenditure of $40 million 
pending further developments. 

As of October 15, 1956, GSA has submitted proposed contracts, in- 
cluding a list of the tools to be supplied, to 6 of the 10 turbine and gear 
producers planning to participate in the program. Negotiations are 
now underway with four of these companies. It is understood that 
the producers will either purchase or lease the tools from the Govern- 
ment when they are placed in operation for defense purposes. The 
6 contracts involve 310 machine tools valued at $43 million installed. 
GSA has indicated that it will probably be early 1957 before negotia- 
tions are completed with the 6 producers and Government orders 
placed on the tool builders for the additional tools required. In the 
case of the four remaining producers, negotiations are awaiting deci- 
sions with respect to the availability of space and other matters. 


RESERVE TOOL AND FACILITIES PROGRAM 


On January 6, 1956, the Office of Defense Mobilization and the De- 
partment of Defense announced policy changes relating to the Gov- 
ernment-owned reserve tool and facilities program. The basic reserve 
tool and facilities program was established in 1953 upon the recom- 
mendation of the Advisory Committee on Production Equipment 
headed by Harold Vance, formerly of the Studebaker Corp., and now 
a member of the Atomic Energy Commission. The recommendations 
of the Vance committee included a provision that the Government 
should purchase long-lead-time machine tools for mobilization pur- 
poses and that such tools should be placed in a reserve inventory not 
available for current use. The Vance committee report further stated 
that the Nation’s defense program would be better served by creating 
a reserve of production capacity than by stockpiling military end items. 

In order to carry out this program, the Department of Defense re- 
quested an appropriation of $500 million and the Congress appro- 
priated a total of $250 million as a special fund to be used for this pur- 
pose during fiscal year 1954. When no part of this $250 million was 
obligated prior to June 30, 1954, DOD requested that the appropria- 
tion be extended. The Congress, however, limited the special appro- 
priation to a total of $100 million for fiscal year 1955. Out of the total 
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1955 appropriations, $15.4 million was actually obligated—$1.1 million 
by the Army and $14.3 million by the Navy. The $84.6 million allo- 
cated to the Air Force was returned to the DOD as unobligated. The 
reason given for this action was that the Air Force, with the concur- 
rence of DOD, had revised its readiness policy with respect to its re- 
serve tool program from the “buy and store” concept to one of “buy and 
use.” Upon the request of the DOD, however, Congress appropriated 
another $100 million for special reserve tools for fiscal 1956. No part 
of this appropriation was obligated during that fiscal year. 

From the above it is apparent that although an aggregate amount of 
$450 million was appropriated by the Congress upon the request of 
DOD to provide long-lead-time tools required to meet critical de- 
ficiencies under full mobilization, only $15.4 million of this total fund 
was obligated during fiscal years 1954-56. 

In announcing the revised policy on January 6, 1956, it was pointed 
out by ODM and DOD that the findings of the Vance committee were 
still considered to be basically sound but that experience gained over 
the past 3 years had demonstrated a need for adjustment in the pro- 
gram. The announcement pointed out that the program as originally 
established was restricted to the procurement of tools for mobilization 
use and did not provide for current use of the tools or the procurement 
of replacements for obsolete items; that no provision was included 
for the modernization of the reserves by procurement of more efficient 
machine tools as they are developed; and no provision was made for 
the periodic review of the reserve tools in order to keep them modern 
and to insure that the tools no longer needed were eliminated. 

Under the revised policy each military department, according to 
the announcement, would 1 ahaa for its own tools, including those 
needed for current programs, mobilization reserves, and replacement 
purposes. Funds for procurement would be obtained by the military 
departments through their normal appropriation requests. Accord- 
ing to the Assistant Secretary of Defense (Supply and Logistics), the 
revised policy is expected to prove more practical than the previous 
program. The question arises, however, whether this new approach 
will result in adequate funds being made available to provide the long- 
lead-time tools needed to round out the productive capacity of the 
country in event of war without the budgeted funds being specifically 
earmaked for such tools. 

On September 21, 1956, the Department of Defense issued Directive 
No. 4215.2 revising the method for obtaining funds to provide for the 
replacement of machine tools currently in use. While this directive 
changes the policy with respect to the procurement of replacement tools 
which are currently in use, it does not change the January 6, 1956, re- 
serve tool policy with respect to the procurement of new tools, includ- 
ing those needed for current programs and mobilization reserves. The 
September 21, 1956, directive states that its purpose is to insure that an 
active replacement program in connection with machine tools is pur- 
sued by the armed services. It further states that the objectives sought 
are first, maintenance of military machine-tool stocks in a modern con- 
dition, and second, a program leading to subsequent development of a 
uniform Department of Defense replacement program. Under the 
program, funds are to be included in the fiscal 1958 budget to provide 
replacements for machine tools owned by the armed services. Funds, 
if provided for this purpose, will be utilized only for the replacement 
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of machine tools that are currently in use and will not be used to replace 
machine tools in departmental reserves or in inactive plants. 

According to the directive funds for annual increments of this pro- 
gram will be separated and specifically identified within the regular 
appropriation requests and will not be reprogramed for other use 
except when such action has been cleared with the Assistant Secretary 
of Defense (Comptroller). The directive indicates that a total an- 
nual request approximating 2 to 5 percent of the acquisition cost of 
the machine tools listed in the departmental inventory would be con- 
sidered to be reasonable. Each of the services was requested to furnish 
the Assistant Secretary of Defense (Supply and Logistics) a copy of 
its replacement program and procedures within 60 days from the is- 
suance date of the directive. From the programs submitted, the As- 
sistant Secretary of Defense plans to conduct studies leading to the 
establishment of a uniform Department of Defense replacement pro- 
gram. 


GOVERN MENT-LEASED TOOLS 


In previous annual reports the committee has reviewed some of the 
procedures and regulations used by the military services and. other 
Government agencies furnishing Government-owned tools for defense 
and nondefense purposes and has pointed out that the lack of uni- 
formity in procurement policies, leasing rates, and general practices 
have led to inequities which favor one user more than another. 

In the fourth annual report, dated January 5, 1955, the committee 
made the following observation and recommendation on page 25 with 
respect to the existing practices: 


It is the feeling of your committee, however, that the 
present method of including Government-furnished tools as a 
part of the procurement contract leads to inequities, which 
frequently tends to favor one contractor at the expense of an- 
other. The committee further feels it essential to our free- 
enterprise way of life that Government-owned equipment be 
made available to all contractors, both large and small on the 
same competitive basis. To achieve this objective it is urged 
that standard leasing rates and procedures be established and 
applied uniformly by all responsible agencies on any machine 
tools supplied in performance of a defense or defense-sup- 
porting contract. 


A year later when it was clearly indicated that little, if any, progress 
had been made by the Government agencies responsible for correcting 
the inequities mentioned in the previous report, your committee wrote 


as follows on page 52 of the fifth annual report dated January 25, 
1956: 


It has been the general practice of the Army, Air Force, and 
Navy procurement offices (except the Bureau of Ships) to 
execute facilities contracts covering tools furnished to prime 
contractors on a no-rental basis “a to negotiate a compensa- 


tory reduction in the net cost of the product to offset for the 
tools supplied. In some instances as many as 1,000 to 1,500 
Government-owned tools have been furnished to a Single con- 
tractor on this basis while hundreds of other prime contracts 
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have been negotiated by the armed services involving no- 
rental facilities agreements covering a 100 to 500 tools each. 
During fiscal year 1955 the Air Force is reported to have had 
outstanding approximately 110,000 pieces of equipment cov- 
ered by 320 no-rental facilities contracts. Due to such vary- 
ing factors as acquisition cost, age, and operating condition 
of the tools involved, there is not a uniform basis for negotiat- 


ing an assured price adjustment to compensate for tools sup- 
pled. 


Then later at the bottom of page 53 of this same annual report, your 
committee made the following observations and again recommended 
that positive action be taken to establish a uniform leasing policy : 


* * * it is apparent that at the present time the policies 
being followed among Government agencies responsible for 
the administration of the tool-leasing program are not uni- 
form with respect to rental rates. Under the present proced- 
ure a contractor desiring to lease 1950-55 tools from the armed 
services in performance of a military contract is subject to a 
rental charge of twice the amount which a contractor would be 
required to pay for an identical tool leased from GSA to carry 
out a defense-supporting contract. This could easily place 
certain contractors in a more favorable position competitively. 
Your committee feels that every contractor has the right to 
expect the same basic rates from the military services or 
agency leasing the tools. It is the recommendation of the 
committee that action be taken by the Department of Defense, 
Department of Commerce, GSA, and ODM in establishing a 
uniform leasing policy which is fair and commercially com- 
petitive to defense contractors, toolbuilders, and the Govern- 
ment, to be made effective throughout the armed services and 
other Government leasing agencies. 


The Armed Services Procurement Regulation (ASPR) Section 
XIII sets. forth the basic procedures for furnishing Government- 
owned tools to defense contractors but the decision as to what tools 
shall be furnished and whether on a lease rental basis or under a no- 
rental facilities contract is largely the responsibility of the respective 
procurement offices. 

Over a year ago the Department of Defense formed a task group 
consisting of representatives from the three military departments to 
study all phases of this problem and submit recommendations. As a 
result of the study a few minor revisions were made in the ASPR Sec- 
tion XIII on April 30, 1956. These revisions, however, have made 
little change in the overall policies and procedures relating to the 
earlier recommendations of the committe as outlined above. 

Early in February 1956 the Director of ODM took steps to 
establish an Interagency Task Group on Uniform Equipment Leas- 
ing. At the first meeting of this group on April 23, 1956, it was agreed 
that each agency (DOD, GSA, AEC, HEW, and the Maritime Com- 
mission) would prepare a factual report for submission to ODM within 
90 days outlining the leasing practices actually being followed. Ac- 
cording to ODM the data submitted by the Department of Defense 
related primarily to its departmental directives rather than a factual 
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account of the manner in which each of the armed services is currently 
furnishing machine tools and related equipment to contractors under 
facilities contracts or leasing agreements. At a subsequent meeting 
held on August 16, 1956, the Department of Defense arranged to sub- 
mit further data by October 1, 1956. ODM has advised that the re- 
ports received by ODM from each of the interested agencies indicate 
a lack of uniformity in leasing practices. The Interagency Task 
Group now has this problem under further study and it is hoped that 
this group will be successful in bringing about the establishment of 
uniform policies, practices, and rental rates on the part of all Federal 
agencies making eamunianiamen’ tools and equipment available for 
defense purposes. 

The leasing of Government-owned production equipment for non- 
defense purposes may be permitted where shown to be in the best inter- 
est of national defense. Under the provisions of Defense Mobiliza- 
tion Order VII-4, issued on October 9, 1953, nondefense leasing pro- 
posals must be approved by ODM. The Department of Defense, GSA, 
and AEC are the only agencies that have referred such proposals to 
ODM for consideration. In the 3 years from October 9, 1953, to Sep- 
tember 30, 1956, ODM has reviewed proposals from 86 companies re- 
eae the lease of 2,258 items of equipment valued at $25.5 million 

or nondefense production. Of this total ODM has denied or the 

applicant has withdrawn 55 requests involving 752 items valued at 
$12.8 million. ODM has approved nondefense leasing to the remain- 
ing 31 companies involving 1,506 items valued at $12.7 million. In 
practically all cases these companies have been leasing the tools for 
defense work and either have defense contracts requiring some of the 
tools, and have agreed to store the whole group as a package for any 
future emergency, or are awaiting delivery of replacements from 
toolbuilders. 

As of September 30, 1956, the Department of Defense estimates 
that the production equipment owned by the three armed services 
totals approximately 300,000 tools with an estimated acquisition cost 
of about $3.2 billion. Of this total about 76,800 are currently reported 
in idle reserve as package units, standby lines, or unassigned reserves. 
The majority of idle tools is stored at 51 Government-owned ware- 
houses of which 33 belong to the Army; 10 to the Navy; and 8 to the 
Air Force. To date over 291,600 of the estimated 300,000 tools owned 
by the armed services have been cataloged and reported to the central 
DOD inventory. Recently DOD completed a revision of the metal- 
working-equipment directory which should result in the classification 
and cataloging of most of the remaining tools not previously reported 
to the central inventory by the armed services. In addition to the 
armed services’ inventory, other Federal agencies, such as AEC, GSA, 
HEW, and Maritime, have reported to ODM, as of September 30, 
1956, combined inventories of Government-owned equipment totaling 
30,200 tools and other productive equipment. Of this total nearly 
25,000 are reported to be in use. 

Early in 1955 the Secretary of Commerce transmitted to the Di- 
rector of ODM a report prepared by BDSA reviewing the adequacy 
of the machine tool industry to satisfy mobilization demands. This 
study indicated deficiencies in the production capacity of the industry 
for various classes of metal cutting tools. On September 29, 1955, 
ODM issued MDO III-1, supplement 1, establishing the criteria to be 
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followed in determining the need for expansion goal programs. On 
May 29, 1956, the Secretary of Commerce requested the Director of 
ODM to reopen the machine tool expansion goal No. 123. This goal 
was closed by ODM on January 29, 1954, when it became evident that 
the tool industry had fully achieved the previous expansion goal objec- 
tive of $138.6 million of additional tool building capacity. In its May 
29 request, the Department of Commerce proposed that the machine- 
tool builders be encouraged to further expand facilities in certain cate- 
gories another $100 million by June 30, 1958. Further action on this 
proposal is now pending the development of the new mobilization re- 


quirements which the Department of Defense has under review at the 
present time. 


SmaAtuL Business 


The 1955 amendments to the Defense Production Act provided that 
the Office of Defense Mobilization investigate the delvbetion of de- 
fense contracts with particular reference to the share of such contracts 
going to small business, either directly or by subcontract; review the 
policies, procedures, and administrative arrangements being followed 
in order to increase participation by small business in the mobilization 
program ; explore all practical ways, whether by amendments to laws, 
policies, regulations, or administrative arrangements, or otherwise, to 
increase the share of defense procurement going to small business; 
obtain from the departments and agencies engaged in procurement, 
and from other appropriate agencies including the Small Business 
Administration, their views and recommendations on ways to increase 
the share of procurement going to smal] business; and to make a re- 
port to the President and the Congress. The report of the Office of 
Defense Mobilization was submitted on February 29, 1956. 

With respect to the report of the Office of Defense Mobilization, the 
Small Business Administration has reported as follows: 


Recommendation No. 10 suggests “that the Small Business 
Administrator create a permanent interagency task force for 
the purpose of exchanging views. Regularly scheduled meet- 
ings should be held on the effectiveness of the existing small- 
business programs and on ways to meet new problems as they 
arise.” SBA has taken the initial step necessary to comply 
with this recommendation by asking each of the interested 
Government departments to designate a representative to 
serve on this task force. 

Recommendation No. 11 states that “representatives of the 
Small Business Administration should serve as members of 
a Department of Defense board to review items on the prefer- 
ential planning list to determine which items can or cannot 
be produced by small business.” This recommendation is 
currently the subject of discussion with the Department of 
Defense. Satisfactory arrangements will be made for appro- 
priate review of these items by SBA. 


The minerals exploration program of the Defense Minerals Explo- 
ration Administration, Department of the Interior, is administered 
under authority of the Defense Production Act. DMEA reports that 
a large number of small operators, including individuals, partnerships, 
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and corporations, are participating in this program, and that the maxi- 
mum encouragement is being given to these small operators. The re- 
port further states that approximately 60 percent of all the DMEA 
contracts call for expenditures of $25,000 or less. Approximately 40 
percent of all the DMEA contracts are said to provide for the operator 
to spend less than $3,000 of his own money, or furnish an equivalent 
amount in the value of his own labor, supervision, or equipment to com- 
plete the contract. Based upon financial standing, annual production, 
number of employees, and prominence in their particular field in the 
mineral industry, it is reported that in excess of 80 percent of the par- 
ticipants in the program would be classed as small] business. 

During fiscal year 1956, the joint set-aside program for small busi- 
ness was established by the Small Business Administration with Gen- 
eral Services Administration, Veterans’ Administration, Department 
of Agriculture, and the Department of the Interior, and the existing 
program with the Department of Defense was expanded by the revis- 
ing of DOD Instruction 4100.9. In addition to authorizing contracting 
officers to make small business set-asides on appropriate selected pro- 
curements with or without any request for such action by the Small 
Business Administration, the revised instruction permits the screening 
for possible restriction to small business the following types of pur- 
chases previously excluded from the program: classified procurements, 
purchases under $10,000, research and development projects, and pur- 
chases of an emergency nature. The Small Business Administration 
reports that the number of procurements set aside for small business 
increased from 1,675 in fiscal year 1954 to 3,924 in fiscal year 1955 and 
to 6,075 in fiscal ye: ir 1956. The dollar volume of procurements so re- 
stricted rose from $248 million in fiscal year 1954 to $387 million in 
fiscal year 1955 and to $498 million in fiscal year 1956. 

The establishment of the small-business subcontr: acting program of 
the Department of Defense was noted in your committee's last annual 
report. That program was implemented on June 13, 1956, by a DOD 
instruction providing for semiannual reporting by cooperating mili- 
tary prime contractors of the amounts going to small business. . The 
Department of Defense has advised that the first reports will become 
available early in 1957, and expresses the belief that these reports 
should prove useful for both assessing the effectiveness of the subcon- 
tracting program and determining the extent of small business par- 
ticip: tion in defense procurement as both prime and subcontractors. 

A Cabinet Committee on Small Business has been established by the 
President which has the objective of directing the development and 
the strengthening of Government programs and policies to provide 
constructive assistance. The Cabinet Committee has issued a progress 
report which sets forth recommendations which encompass financial 
assistance, tax benefits, technical services and advice, help in obtaining 
procurement contracts, discontinuance of Government owned and oper- 
ated commercial, industrial-type facilities, and the preservation of 
competition. 
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The complete list of your committee’s printed reports is as follows: 


*Hoarding and Strategic Materials: Hearing before the Joint Committee on 
Defense Production, December 20, 1950. 

Regulation W—Automotive: Hearing on the effect of regulation W on auto- 
motive sales and financing, December 6, 7, 8, and 11, 1950. 

Progress. Report No. 1: Discussion of Defense Production Act, Erie Johnston 
and Michael DiSalle, February 9, 1951. 

Prozress Report No. 2: To hear Charles E. Wilson, Director of Defense Mobiliza- 
tion, February 8, 1951. 

Progress Report No.3: Wage Stabilization Board and Defense Production Admin- 
istration, February 13, 1951. 

*Progress Report No. 4: To hear Michael V. DiSalle, Director, Office ef Price 
Stabilization, March 2, 1951. 

Progress Report No. 5: Secretary Charles F. Brannan and Michael V. DiSalle on 
cotton controls, March 8, 1951. 

Progress Report No. 6: Manly Fleischmann, Administrator, NPA, on tax amorti- 
zation program, March 19, 1951. 

*Progress Report No. 7: Charles E. Wilson, Director, Office of Defense Mobili- 
zation, on his April 1 report to the President; opinion on Government contracts 
by Robert L’Heureux, April 4, 1951. 

Progress Report No. 8: William H. Harrison, Administrator, Defense Production 
Administration, tax amortization and certificates of necessity, April 12, 1951. 

*Progress Report No. 9: Witnesses on the meat production and supply situation, 
June 13, 15, 1951. 

Progress Report No. 10: Charles E. Wilson, Director, Office of Defense Mobiliza- 
tion; Manly Fleischmann, Administrator, Defense Production Administration ; 
and Michael V. DiSalle, Director, Office of Price Stabilization, price regula- 
tions, allocations, and priorities, November 26 and 27, 1951. 

*Progress Report No. 11 (S. Rept. No. 1061) : Steel, copper, and aluminum allo- 
cations survey January 15, 1952. 

Progress Report No. 12: Gordon Dean, Chairman, and others from the Atomie 
Energy Commission, discussion of Savannah River project, November 27, 1951. 

Progress Report No. 13 (S. Rept. No. 1107): Machine tools, January 23, 1952. 

Progress Report No. 14 (S. Rept. No. 1310): World supply, United States pro- 
duction, consumption, imports, and exports of steel, copper, and aluminum, and 
domestic requirements and allocations, March 17, 1952. 

*Progress Report No. 15 (S. Rept. No. 1062): Electric power study, January 15, 
1952. 

*Progress Report No. 16: Charles E. Wilson, Director, Office of Defense Mobiliza- 
tion, and Manly Fleischmann, Administrator, Defense Production Admin- 
istration, on second quarter 1952 allocations, January 9, 1952. 

Progress Report No. 17: Charles Sawyer, Secretary of Commerce; Thomas H. 
MacDonald, Commissioner, Bureau of Public Roads; and Vice Adm. Edward 
Cochrane, Administrator, Maritime Commission, on second quarter 1952 alto- 
cations, January 15, 1952. 

Progress Report No. 18: Arthur S. Flemming, Assistant to the Director—Man- 
power, and Rodolfo A. Correa, General Counsel, Office of Defense Mobilization, 
on procurement in labor-surplus areas, February 6, 1952. 

Progress Report No. 19: Various witnesses on the Canadian aluminum proposals, 
May 26 and June 2, 1952. 

Progress Report No. 20 (S. Rept. No. 1987) : Aluminum program, June 30, 1952. 

Progress Report No. 21: Henry H. Fowler, Director, Office of Defense Mobiliza- 
tion, on current and future defense activities, October 1, 1952. 

Progress Report No. 22 (S. Rept. No. 2): A study of consumer commodity prices 
and margin spreads, October 22, 1952. 

Progress Report No. 23: Hearing on price control and OPS activities, November 
19, 1952. 


*Supply exhausted; no longer available. 
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Progress Report No. 24 (H. Rept. No. 1): Aluminum expansion program and 
competition, January 2, 1953. 

Progress Report No. 25 (S. Rept. No. 154): Review of tax amortization pro- 
gram, April 20, 1953. 

Progress Report No. 26: Hearing of ODM, Munitions Board, and GSA on Defense 
Manpower Policy No. 4, May 4, 1953. 

Progress Report No. 27: Witnesses from Government agencies on proportion of 
Government contracts awarded to small-business concerns, March 8, 1954. 
Progress Report No. 28: Witnesses in the matter of loans to the United States 
Tin Corp. under the Defense Production Act, July 7, 8, 9, 12, 13, 14, 20, 21, 23, 

26, 28, and 29, 1954. 
Progress Report No. 29 (H. Rept. No. 2): United States Tin Corp. loans. 
Progress Report No. 30: Dr. Arthur S. Flemming, Director, Office of Defense 
Mobilization, on progress of defense mobilization program, April 15, 1955. 
Progress Report No. 31: To hear witnesses on the activities of the Interior 
Department under the Defense Production Act, June 9, 1955. 

Progress Report No. 32: To hear witnesses on Defense Production Act contracts 
— into by the Defense Materials Procurement Agency, July 6, 14, 27, 

55. 

Progress Report No. 33: To hear Edmund F. Mansure, Administrator, General 
Services Administration, August 3, 1955. 

Progress Report No. 34: To hear Dr. Arthur S. Flemming, Director of the Office 
of Defense Mobilization, on defense mobilization programs, April 11, 1956. 

Progress Report No. 35: To hear True D. Morse, Under Secretary of Agriculture, 
and Spencer 8. Shannon, Director of the Office of Minerals Mobilization, De- 
partment of the Interior, on defense mobilization programs, April 16, 1956. 

*First Annual Report of the Activities of the Joint Committee on Defense Pro- 
duction, 1951. 

*Second Annual Report of the Activities of the Joint Committee on Defense 
Production, 1952. 

Third Annual Report of the Activities of the Joint Committee on Defense Pro- 
duction, 1953. 

*Fourth Annual Report of the Activities of the Joint Committee on Defense 
Production, 1954. 

Fifth Annual Report of the Activities of the Joint Committee on Defense 
Production, 1955. 


Aortvities oF AGencrges Havine Functions UNDER THE DEFENSE 
Propuction Act 


All Federal departments and agencies performing functions under 
the Defense Production Act, as amended, were requested to submit 
reports of their activities during the past year for inclusion in this 
report. These have been included in the appendix. 

Also included in the appendix are the Defense Production Act of 
1950, as amended, and Executive orders issued under the authority of 
the act. 





*Supply exhausted ; no longer available. 
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OFFICE OF DEFENSE MOBILIZATION 


EXECUTIVE OFFICE OF THE PRESIDENT, 
OFFICE OF DEFENSE MOBILIZATION, 
Washington, D. C., October 2, 1956. 
The honorable the CHATRMAN, 
Joint Committee on Defense Production, Washington, D. OC. 
(Attention, Mr. Harold J. Warren, Clerk and Counsel.) 


DEAR Mr. CHAIRMAN: It gives me pleasure to submit herewith the annual 
report of the Office of Defense Mobilization to the Joint Committee on Defense 
Production. 


Sincerely yours, 
ArTuour 8S. FLEMMING, Director. 


INTRODUCTION 


The present office of Defense Mobilization was established in the Executive 
Office of the President by Reorganization Plan No. 3 which became effective 
on June 12, 1953. Transferred to the new ODM were all of the mobilization 
planning functions of the National Security Resources Board, as authorized 
by the National Security Act of 1947; the stockpiling functions formerly exer- 
cised by the Munitions Board of the Department of Defense; and the respon- 
sibilities assigned to the former ODM, including those carried out by the Defense 
Production Administration under the Defense Production Act of 1950, as 
amended. As a result, there was established for the first time a single staff 
arm responsible for assisting the President in carrying out central leadership, 
direction and coordination of the defense readiness and mobilization programs 
of the executive branch. 

In order to carry out its responsibilities, the Office of Defense Mobilization is 
divided into six major areas headed by Assistant Directors: Production, Trans- 
portation, Stabilization, Manpower, Telecommunications, and Plans and Readi- 
ness. A Science Advisory Committee and a Health Resources Advisory Com- 
mittee also advise the Director on programs in these two fields. The 
Transportation area was established on July 1, 1956, assuming the responsibil- 
ities previously discharged by the coordinator of Defense Transportation. At 
the same time, the former Materials area was merged with the Production area. 
A current organization chart appears on page 64, 
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ODM has a full-time staff of about 230 people, supplemented by the use of 
consultants and experts from other agencies or from outside of Government. 

ODM accomplishes its mission largely through the planned delegation or 
assignment of mobilization readiness activities to other Government agencies 
while, of course, retaining responsibility for the actions taken. This has enabled 
ODM to remain a small staff agency, concentrating on the development of 
policies and programs which can be carried out by operating agencies. This 
approach brings a broader base of backgrounds and knowledge to bear on 
mobilization problems and it helps officials whose primary responsibilities are 
for peacetime activities to develop mobilization and emergency awareness. 

In most cases, assignments are made by defense mobilization orders. A 
series of orders has been issued making overall assignments of defense mobiliza- 
tion responsibilities to the Departments of Defense, Commerce, Interior, Agri- 
culture, and Labor, the Federal Reserve Board, Federal Home Loan Bank Board, 
Housing and Home Finance Agency, Interstate Commerce Commission, and the 
Small Business Administration. Additional orders are under development. 


I. MoprnizATION READINESS 


The Government’s program of mobilization readiness consists of developing 
plans to meet various possible emergency conditions, including attack on the 
continental United States: creating administrative mechanisms which can effec- 
tively carry out such plans; assuring continuity of key functions in the event 
of attack, and finally, testing the plans, mechansims and relocation sites to assure 
that they are effective and ready. 


PLANNING FOR FULL MOBILIZATION 


At present we are concentrating on two mobilization readiness plans: Plan 
C, which is based upon an assumption of general mobilization without an attack 
on the continental United States; and plan D-minus which assumes an attack 
tomorrow, without prior warning, on the continental United States, its Terri- 
tories, possessions and bases overseas, and on its allies. 

These plans deal with the mobilization and distribution of all of our significant 
resources such as manpower, food, housing, communications, transport, power 
and fuel, and materials and productive facilities. Designed to coordinate the 
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resource mobilization actions with military and civil-defense planning, they 
involve both substantive actions and the organization required to put these 
actions into effect. 

Recognizing that a war program would impose vastly different requirements 
on the Federal Government than peacetime programs, we are working out de- 
tails of wartime organization, including staffing and budgetary requirements, in 
cooperation with the agencies most closely related to the functions to be 
performed. 

One of the most crucial of these is the relationship between the Department 
of Defense, FCDA, and ODM in the event of an attack. Accordingly, we have 
recently worked out the following plans: 

In the event of an attack, the Department of Defense’s primary responsibility 
would be, of course, the defense of the United States and the conduct of military 
operations incident thereto. Consistent with that responsibility, the Secretary 
of Defense would also determine the necessary personnel, material and facilities 
within the Department of Defense required for military operations and their 
support. All other personnel, material and facilities under the command of 
the Secretary of Defense would be used to render all possible support and assist- 
ance to the Federal Civil Defense Administration in emergency relief and re- 
habilitation, including the control of traffic, maintenance of order, provision of 
emergency medical, health and sanitation services, essential clearance of debris, 
detection and removal of weapons hazards, emergency restoration of damaged 
vital facilities and provision of emergency welfare services. The Department 
would make claim on the Office of Defense Mobilization for its resource require- 
ments, including military assistance to Allies. 

The FCDA would be responsible for taking the lead in all eivil defense, relief 
and rehabilitation matters. The Administrator would direct all efforts in pro- 
viding and distributing emergency food, clothing, sheiter, medical care, and 
cash allowances; maintaining order; sanitary safeguards; fire protection; 
countermeasures against blast, thermal and radiation effects of atomic weapons; 
essential clearance of debris, and restoration of public facilities and utilities 
basic to the resumption of commerce and industry; and the stablishment of 
programs that would result in the distribution of goods required to meet essential 
consumer requirements. The Federal Civil Defense Administration would make 
claim on the Office of Defense Mobilization for its resource requirements. 

The Office of Defense Mobilization would be responsible for logistical support. 
The Director would mobilize resources and direct the production required to 
meet military requirements as submitted by the Department of Defense, essen- 
tial civilian requirements as submitted by the Federal Civil Defense Adminis- 
tration, nonmilitary requirements for foreign areas as submitted by the Depart- 
ment of State; would direct economic stabilization programs; and, in order to 
accomplish the objectives set forth above, would direct Federal programs for 
allocation of resources including the adjudication of conflicting claims for man- 
power, materials, productions, energy, fuel, transportation, telecommunications, 
housing, food and health services. 

This allocation of responsibilities has been approved for planning purposes by 
the Director of the Office of Defense Mobilization; has been concurred in by 
the Secretary of Defense, the Joint Chiefs of Staff, and the Administrator of the 
FCDA; and was used in Operation Alert 1956. 


REGIONAL COORDINATION 


Many mobilization problems, both in the pre- and post-attack phases, require 
resolution through coordination of the related Federal agency interests. For 
example, maintaining the food supply would involve cooperation among Federal 
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ugencies concerned with agriculture, storage, transportation, and rationing. 
Such coordination must be planned for and carried out at both the headquarters 
and field levels. 

Accordingly, the past year has seen the initiation of ODM’s new program for 
regional coordination of mobilization activities. Last October, a pilot study. of 
the new plan was initiated with a test installation in the Dallas region, of a re- 
vised regional defense mobilization committee, chaired by an acting regional 
mobilization coordinator. The experiment was aimed first at the extension of 
the continuity of Government program to the field as the vehicle through which 
mobilization planning and operations can be carried on in the regions. 

In January 1956, regional boundaries were agreed upon, on a trial basis (see 
map, p. 66), and acting regional coordinators were appointed for nine other 
regions pending the appointment of regular coordinators. Each acting co- 
ordinator is supported by a full-time executive officer on loan from one of the 
agencies. Seventeen agencies concerned with mobilization functions are now 
represented on each committee. 

Defense Mobilization Order I-1 (revised), formally establishing this program, 
was issued on July 9, 1956. 

These committees, which meet regularly, have been proceeding actively with 
their first major project—taking physical steps to assure continuity of Federal 
functions in the field in the event of an attack on the United States. Under the 
guidance of these committees and in accordance with a coordinated plan the 
agencies have been selecting emergency relocation sites from which they will 
be in a position to carry on their essential wartime functions. Emergency re- 
location sites will also be selected for key Federal installations whose present 
locations are in major target areas other than the 10 regional cities. 

The regional coordinator-regional mobilization committee mechanism was as- 
signed an active role in Operation Alert 1956 as a first test of the new mechanism. 
Each committee operated from an emergency relocation site and provided a 
central point for coordination of mobilization functions carried on during the 
test by the Federal agencies in its region. 

Approximately 350 top field staff of the Government worked steadily for 6 
days to help remove the uncertainties in regional coordination planning through 
this exercise. Very complete records were kept which, when thoroughly 
analyzed, will provide a basis for sharply accelerating the program. The Dallas 
region received the most rigorous test since it was assumed to be completely cut 
off from communicating with national headquarters during most of the exercise. 


CONTINUITY OF GOVERNMENT 


ODM’s program to assure Government continuity in the event of attack in- 
volves a determination of essential wartime functions; measures to assure 
the maintenafce of executive direction, and the emergency or permanent reloca- 
tion of certain of those essential functions. 


Determination of essential wartime functions 


Planning for the continuity of Government requires a survey of the Govern- 
ment’s existing functions to determine what would be essential in the event of 
enemy attack. Responsibility for these determinations rest predominantly with 
the individual agencies. The role of the Office of Defense Mobilization is largely 
one of assistance, coordination, and monitoring. 

The identification of essential functions tends to highlight unresolved policy 
issues and helps in decisions concerning problems of relocation, the wartime 
organizational structure of Government, communications and other supporting 
services, decentralization of executive direction, executive reserve job specifica- 
tion and training, emergency action steps, mobilization test exercises, and dele- 
gations of responsibilities to other agencies. 

Thirty-five key mobilization agencies have completed their initial determina- 
tions and by June 30, 1957, it is expected that this number will have increased 


to 53. The program has now been extended to those agencies which perform 
essential functions in foreign areas. 


Maintenance of executive direction 


Continuity of Government requires maintenance of the command functions at 
all levels. Immediate steps needed vary with different agencies and depart- 
ments, but they include: 

1. Designation of successors to key officials of national, bureau, and regional 
offices in alternate nontarget areas, wherever possible. 
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2. Participation by designated field successors in the formulation of agency 
and bureau programs. 

3. Predelegation of adequate agency or bureau program authority to regional 
offices and field establishments so they can meet requirements of an attack 
emergency. 

4. Predelegation of management authority in personnel, procurement, property 
management, communications, field reproduction, and accounting and disburse- 
ments so field officials can carry out the program decisions which they must 
make under emergency conditions. 

The Government agencies have been made responsible for taking necessary 
steps to assure maintenance of executive direction, with ODM providing guidance 
and followup. During the past year there has been a slow but steady improve- 
ment in this program but much rémains to be done. 


Relocation of essential functions 


Our Nation’s defenses against the horrors of thermonuclear attack are many: 
diplomatic efforts to promote peace and disarmament, a strong military force 
able to resist and retaliate quickly against aggression, the Continental Air De- 
fense Command, and protective measures such as dispersion, relocation, evacua- 
tion, and shelters. Each has its proper place in our overall defense scheme. 
No defense is perfect, however, and a successful attack on our centers of govern- 
ment could be disastrous to our ability to continue the war. For this reason, the 
Government has engaged in a program of emergency relocation of all essential 
functions and, where feasible, has encouraged permanent relocation of critical 
agencies outside of major target areas. In the latter category are the Federal 
Civil Defense Administration in Battle Creek, Mich., and the Atomic Energy 
Commission which is constructing a new building at Germantown, Md. Other 
agencies such as the Central Intelligence Agency and the National Bureau of 
Standards are planning to deveiop new sites which meet some of the require- 
ments of relocation while remaining within easy communications and com- 
muting distance from downtown Washington. Each case must be judged on its 
individual merits and all factors weighed carefully by the head of the agency 
before he makes his final determination. 

For most agencies, emergency relocation has proven to be the most feasible 
means of providing “bomb insurance.” The key agencies have established emer- 
gency sites at a relatively safe distance from Washington to assure continued 
execution of essential Government operations with a minimum of disturbance. 
Employees designated to perform essential functions will operate at these sites 
in an emergency. 

ODM develops plans, allocates relocation sectors, receives reports of progress, 
and coordinates overall relocation actions. It follows up with periodic tests to 
make cerfain that agencies have their relocation plans operationally ready. 

All national relocation sites have minimum communications capabilities estab- 
lished to connect them with each other and with their field offices. The com- 
munications facilities at 18 sites are continuously activated. Recently sites have 
been established for certain proposed wartime agencies and they are being pro- 
vided with interim communication capabilities. 

An emergency motor transportation plan has been developed by the General 
Services Administration, a mail and messenger service plan by the Post Office 
Department, and an emergency air service pian by the Department of Defense. 


EXECUTIVE RESERVE 


On August 9, 1955, the President approved an amendment to the Defense Pro- 
duction Act providing for the establishment and training of a nucleus Executive 
Reserve for employment in the Government in times of emergency. This legis- 
lation was passed after more than a year’s experience in ODM with a pilot 
Executive Reserve program in which approximately 50 reservists had partici- 
pated. 

Pursuant to this legislation, Executive Order 10660, on February 15, 1956, pro- 
vided for the establishment of the National Defense Executive Reserve; Defense 
Mobilization Order I-21, February 23, 1956, set forth the ODM responsibilities 
under the Executive order. 

Since issuance of these orders, a citizens advisory committee of outstanding 
individuals has been named to advise ODM in the development and operation of 
the Executive Reserve program, and an Interagency Advisory Committee on the 
National Defense Executive Reserve has been established to assist in overseeing 
the development of the program. 
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Agencies which have established, or are in the process of establishing, units 
of the Executive Reserve are the Departments of Commerce, Interior, Defense, 
Labor, Justice, Health, Education, and Welfare, the Small Business Adminis- 
tration, Central Intelligence Agency, Interstate Commerce Commission, Federal 
Communications Commission, and Office of Defense Mobilization. Additional 
agencies are studying their requirements and have indicated that they will 
probably establish units. 

The Civil Service Commission has been delegated responsibility to establish 
a central register of Reserve members to assist departments and agencies in 
avoiding the issuance of invitations to persons already in the Reserve and in 
preventing excessive governmental demands on a single employer. The Com- 
mission, on June 4, 1956, issued procedures for agency reporting. 

Although most of the agencies have not as yet had time to establish units and 
designate members of the Reserve, a number had proceeded far enough to bring 
in reservists for Operation Alert 1956. All ODM executive reservists were 
again invited to participate in this test. 


DAMAGE ASSESSMENT 


During the past year, we have continued to expand and perfect our new 
methodology for assessing the probable damage to the economy that would re- 
sult from enemy attack. 

In cooperation with the FCDA and the Department of Defense, we have de 
veloped a method of making rapid computations of assumed bomb damage effects, 
based on information as to the size of the bomb, the height of burst, and the 
location of ground zero, which we compare with coded information on the loca- 
tion of various mobilization resources. The resources information is recorded on 
magnetic tapes so that the computations can be made quickly through the use 
of electronic calculators. Thus, it is possible for us to plan assumed attacks 
against many targets in the United States, and to compute the overall physical 
damage that can be expected. This program is coordinated by an interagency 
Damage Assessment Steering Group which includes FCDA and the Department 
of Defense, and is chaired by ODM. 

So far, with the cooperation of a number of agencies, particularly the Census 

sureau, we have recorded on tapes information regarding the precise location, 

shipments, and employment of approximately 20,000 manufacturing plants in 
target areas; the 400 largest electric power generating stations; producers of 
the most important military end items and the principal components and sub- 
assemblies of these items; principal airfields and military supply depots; the 
stockpile of strategic materials; and the United States population in 25,000 loca- 
tions. We are currently processing basic data covering centers of the trans- 
portation and telecommunications industries, and producers of especially critical 
products as identifield by the Industry Evaluation Board in the Department of 
Commerce. 

This technique furnishes basic data for purposes of development planning es- 
timates of supply and requirements after attack, and also for quickly determining 
damage in the event of attack. For this purpose we plan to develop a damage 
assessment center at a safe location, with necessary analytical and communica- 
tions equipment and full-time staff. The FCDA is also developing a computer 
site which, when completed, will cover the special needs of FCDA in determining 
losses of population, hospitals, doctors, food stocks, ete., and will be available as 
an alternate site if the primary damage assessment center is lost. 

The technique itself will be substantially improved. For example, so far we 
have been able to estimate physical destruction to productive facilities but not 
the effect on actual production, because of the complex chain of suppliers and 
subcontractors necessary to produce the finished product. We plan to record on 
our tapes information regarding this chain of production for selected critical 
weapons systems and survival items so that we will have a much clearer picture 
of our actual postattack production capability. 


READINESS TESTING 


To test the adequacy of peacetime planning for mobilization, the readiness of 
relocation sites and procedures, and to provide a training program for essential 
government workers and executive reservists, ODM has been developing mobiliza- 
tion readiness test exercises. These range from “desk tests’”—working out hypo- 
thetical mobilization problems at the employees’ own desks—to large-scale re- 
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location exercises involving thousands of key workers. Each year, in the sum- 
mer, the testing program is climaxed by a governmentwide Operation Alert. 

During the past winter individual agencies held their own surprise relocation 
tests to correct deficiencies revealed by Operation Alert 1955. Twenty-three 
agencies participated and all reported marked improvements in their readiness. 
In April we conducted a governmentwide command and staff exercise on our 
plans for full mobilization without attack on the United States. This exercise 
was conducted in three parts, beginning on April 19, 1956. Part I consisted of 
an orientation briefing at the command level; Part II consisted of a review and 
analysis of the plang in relation to the essential functions of each agency con- 
cerned ; and Part III consisted of a report by each agency designated to complete 
and improve the plans. 


Operation Alert 1956 


On the sounding of the alert signal at 10 a. m., Friday, July 20, some 40 Fed- 
eral agencies moved key workers to their relocation sites. For 6 days these 
Government agencies dealt with the problems brought about by a hypothetical 
surprise bomb attack on the United States and its possessions. Some 75 cities 
received simulated attacks involving 124 nuclear weapons. 

Operation Alert 1956, like those which preceded it, was productive for two 
reasons. First, it showed us how far we have progressed in preparing for the 
kind of hypothetical nuclear attack we assumed for the purposes of the exercise. 
Secondly, it demonstrated our shortcomings and gave us a sharp view of what 
remains to be accomplished if this Nation is to survive a disaster of these 
proportions. , 

Despite adverse weather conditions all along the east coast due to fog and 
rain, relocation sites were reported operational in all but one case within 10 
hours of the beginning of the exercise. Communications between agencies func- 
tioned much more smoothly than last year, and those which were knocked out 
by weather were repaired while transmission was shifted to alternate circuits. 

Shortly after the alert sounded in the White House, the National Security 
Council was summoned at the eall of the President. At that meeting, President 
Hisenhower indicated that in such an emergency the first concern of the Govern- 
ment would be the relief and rehabilitation of the civilian population. The 
President also authorized the use of a series of simulated proclamations and 
Executive orders for testing during the exercise. 

The first two of these proclamations declared states of national and civil 
defense emergency for purposes of the exercise. 

The third vested temporary extraordinary authority in the Administrator 
of the Federal Civil Defense Administration to insure the restoration and main- 
tenance of the public health, and safety in areas where the regularly established 
government had proved incapable of functioning. It also directed the Secretary 
of Defense to assist the FCDA Administrator in this task with any military 
personnel and facilities not required immediately for military operations. 
These personnel and facilities would remain under military command, but would 
be made available to assist in the restoration of civil government at the request 
of local, State, and regional representatives of the Administrator. This mili- 
tary assistance proclamation replaced a limited martial law proclamation in- 
voked by the President in Operation Alert 1955. 

Another proclamation tested during the operation, and placed into effect dur- 
ing the early hours of the exercise, established emergency monetary and credit 
policies and authorized the creation of an Economic Stabilization Agency. An- 
other provided for emergency redistribution of manpower and the reestablish- 
ment of production facilities. 

In order to carry out its responsibilities during the exercise, ODM established 
four emergency agencies: The War Communications Administration, War 
Stabilization Administration, War Health Administration, and the War 
Transport Administration. 

In wire and radio communications, the War Communications Administrator 
directed a number of simulated steps to establish control and maintain con- 
tinuity of essential national communications by wire and radio. It decentralized 
authority to insure prompt action. 

The Air Transport Office of the War Transport Administration had industry 
cooperation in carrying out its exercise play. Because of this fact, it was able 
to obtain very complete and rapid analyses of the damage that had taken place 
to the airline system. Within 14 hours of the strike, they had received 320 
detailed messages reporting damage and general conditions of the airline system 
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for the United States. This was carried on the airlines’ own communications 
systems. It allowed the War Transport Administration rapidly to ascertain and 
estimate the remaining capabilities of the civil fleet. 

At ODM’s relocation center an estimate of the requirements of the recovery 
job was obtained shortly after the “attack” by the activation of the damage 
assessment system. An estimate of damage to “target” areas was obtained and 
transmitted to the proper agency so adequate remedial resources could be 
marshaled. 

By the second day, all the Federal Government’s resources were being mar- 
shalled under proclamations and Executive orders to expedite relief and rehabili- 
tation. Local officials were deeply involved reestablishing order and .in provid- 
ing emergency medical aid, food, and shelter to survivors of the hypothetical 
attacks. Military personnel were receiving calls for assistance at the regional 
level from civil-defense officials. 

The third day of the exercise was marked by intense play of exercise problems 
on the State and regional level. The procedures by which the executive branch 
sought to restore public safety and order in the simulated emergency were 
brought into focus at the Federal level of Government. 

Forceful action by State and regional civil-defense organizations had whittled 
down the range of problems requiring solution by the fourth day of the exercise. 
During the day, problems which could not be resolved on the State and regional 
levels began reaching national agencies in quantity. Officials concluded from 
the simulated situation that food supplies were adequate except in areas where 
evacuees were heavily concentrated; transportation was markedly improved 
with a considerable volume moving by air; and communications were increas- 
ingly effective. States were continuing their reshuffling of resources with the 
“haves” unstintingly pouring what material assistance they could spare to the 
“have nots” and personnel and equipment of the Armed Forces proving 
increasingly helpful. 

By the fifth day of the exercise, problems encountered had assumed proportions 
that required interagency coordination on the Federal level in many cases. 
Limits of authority and precedence required arbitration and decision. The 
Office of Defense Mobilization, arbiter in most of these cases, insistently ordered 
that decisions involving local operations be decided on the local level on a 
case-by-case basis, where possible. T)iis was done to avoid decisions being made 
in a vacuum and to expedite action on critical requirements. Cases clearly in- 
volving basic conflicts of authority between two or more Federal agencies or 
conflicting general policies were resolved by ODM. 

On the concluding day of the exercise, departments and agencies continued to 
encounter problems involving the allocation of resources, manpower, and pro- 
duction to the many critical jobs involved in reconstruction and rehabilitation. 
In addition, inspectors began the task of evaluating the performance of partiei- 
pating agencies during the exercise. This task continued for several weeks 
after the exercise, forming the basis for Operation Alert, 1957. 


II. PropuctTion 
SUPPLY-REQUIREMENTS ANALYSIS 


ODM, in cooperation with the delegate agencies, is now making its second- 
round analysis of the supply-requirements situation which would probably 
exist in the event of full mobilization without bomb attack on the continental 
United States. During the past year, the Defense Department has determined 
military requirements under its current strategic plan for a selected list of 
end items—approximately 400 to 500—which represent about 70 percent of 
the dollar value of procurement for the assumed mobilization period. At the 
same time, ODM and the delegate agencies were estimating civilian and war- 
supporting requirements without attack damage assumptions, based on a gross 
national product projection for the specified period. 

These two sets of requirements data will then be compared with the supply 
estimates and the resulting analysis will indicate the feasibility of the program, 
in terms of resources, under conventional mobilization assumptions. 

The second supply-requirements analysis is also underway, made on the 
assumption that a future war would be initiated by massive enemy attack 
upon the United States, using nuclear and thermonuclear weapons. Introduc- 
tion of attack damage assumptions into the procedures described above, presents 
many problems, and we are working out new procedures as we go along to 
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solve them. Bomb damage assumptions must be applied to estimates of both 
supplies and requirements. Massive damage to American cities would not 
only affect the size of requirements; it would radically affect the nature of those 
requirements. For example, it is possible that some raw materials now stock- 
piled might not be needed because of the shortage of manufacturing facilities 
to use them, while finished goods needed for maintenance of a bedrock civilian 
economy would be in very short supply. 

In this connection, during the past few months, ODM has started work on a 
new project to determine the basic essential survival items which would be 
absolutely essential to maintain the population in a postattack period and to 
provide for defense and retaliation. The essential survival items will be deter- 
mined, with the cooperation of delegate agencies, and tests will be run to deter- 
mine the availability of these items under assumed attack conditions. As a 
result of these studies, we will probably need to develop new programs to 


assure that the minimum essential supply of these survival items would actually 
be available after an attack. 


COMPONENTS STUDIES 


In every past period of mobilization, various components such as boilers, 
gears, bearings, and valves have been among the most serious production bottle- 
necks. Programing for components has always presented a major problem 
for the reason that demand for these intermediate products must be determined 
on the basis of the production and construction levels for all other products 
using significant quantities of components. 

Accordingly, we have been engaged for several years in a program to determine 
mobilization requirements for critical components, to estimate the capacity to 
produce them under mobilization conditions, and to find ways of removing any 
critical capacity deficiencies. The types of critical deficiencies of greatest 
concern are those which would require a long lead time to overcome; those 
which would seriously impede needed production of an important military end 
item in an emergency ; and those which would prevent the most effective utiliza- 
tion of other available resources in achieving maximum production in a full 
mobilization. 

The studies of component requirements and capacity are conducted by inter- 
agency study groups, working with industry. ODM coordinates the studies, 
with the assistance of an interagency advisory committee, and takes necessary 
action to remove indicated deficiencies. 

The Departments of Commerce and Defense originally started studies of 60 
components. Out of this total 26, or approximately 44 percent, have been com- 
pleted. Nineteen items indicate no eapacity deficiencies, while seven show 
some measure of capacity deficiencies under mobilization conditions. Twenty- 
nine studies are in varying stages of completion, while five other studies are 
inactive until personnel can be made available and additional information can 
be supplied. A complete list of these studies and their status will be found in 
appendix 1. 

The six areas which show capacity deficiencies are high-pressure steam boilers, 
turbines and turbine gears, heavy steel and titanium forgings (open die), closed 
die steel and titanium forgings, ball-screw-type actuators, and blind rivets. 

In order to round out production equipment and machine tools for the turbine 
and turbine-gear industry, the Government is making available to the industry 
quantities of reserve tools and production equipment, and has authorized a maxi- 
mum expenditure of $50 million for purchase and installation of new tools, GSA 
is negotiating currently with machine tool, turbine, and gear producers. 


Remedial actions are under consideration for the other areas of critical pro- 
duction deficiencies. 


EXPANSION OF THE MOBILIZATION BASE 
Expansion goals 


Expansion goals serve the purpose of measuring the deficit between anticipated 
mobilization requirements and the capacity of industry to meet those 
requirements. 

An extensive review of the entire expansion goal program last fall led to the 
closing of 45 goals and a general tightening of the criteria under which goals 
may be kept open or established in the future. The basic criteria now being used 
in considering expansion goals require that (1) they shall be established only to 
eliminate those gaps in the mobilization base that must be filled for the successful 
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prosecution of a war in the event of general mobilization, (2) they shall be based 
upon existing or potential shortages which, in the judgment of the delegate 
agency and the ODM, require Government incentives for their improvement, and 
(3) shall give consideration to substitutes, conservation of critical materials, 
conversion of existing facilities, and the feasibility of extent of increase in 
eapacity. 

Of the 228 expansion goals established since the inception of the program in 
1950, only 28 goals remain open. Of the open goals, commercial aircraft, alkylate, 
heavy steel plate and aluminum production, and heat-treating facilities have 
been filled and are under review pending a determination whether they should 
be added to the closed list. The expansion goal for metal was revised ou May 17 
to provide a United States annual supply of 440 million pounds by 1961, by 
increasing the previous goal by 60 million pounds which is 140 million pounds 
above the present annual supply. 

The only other new or increased goals during the past year were a goal for 
oil and gas pipelines and petrvieum storage facilities relating directly to specific 
defense programs (replacing the general goal for pipelines) ; a goal for special 
type roll-on, roll-off cargo ships, and a goal for substitutes for natural mica. 

Expansion goals have continued to be an effective device for directing and 
coordinating the certification activities of the various delegate agencies and for 
maintaining a balance in the expansion program. A complete list of goals cur- 
rently open will be found in appendix 2. 

Financial incentives 
Financial incentives administered by ODM for the expansion of the Nation’s 
production capacity and supply to meet defense requirements are authorized by— 

(a) Section 124A of the Internal Revenue Code of 1939 (sec. 168 of the 
1954 code), which provides certifying authurity for accelerated tax 
amortization. 

(bv) Section 302 of the Defense Production Act of 1950, as amended, which 
provides certifying authority for defense loans and guaranties. 

(c) Section 803 of the Defense Production Act, as amended, which provides 
certifying authority for contractual commitment and guaranty programs. 

(d) Section 304 of the Defense Production Act, as amended, which provides 
allocation authorization for the use of the funds. 

(e) Public Law 520 of the 79th Congress which requires policy advice 
and coordination on financing the strategic and critical materials stockpile. 

Statistical and financial reports are prepared on the tax-amortization pro- 
gram, the defense loan and guaranty program, the contractual commitment 
and guaranty program, and the stockpile program. 

Tar amortization 


The rapid tax-amortization program provides an incentive to private industry 
to construct or acquire defense facilities with the aid of fast tax writeoffs 
over a period of 60 months. Only that portion of the cost of facilities which 
is attributable to defense purposes is certified. The uncertified portion of the 
cost is subject to normal depreciation allowed under the Internal Revenue Code. 

Fast tax writeoffs result in a quicker return of capital through the deferment 
of taxes. For example, if the cost of an item of capital equipment is normally 
depreciated over a 15-year period, the tax-amortization certificate will permit 
deduction over a 5-year period of the portion of its cost which has been certified, 
thus permitting a more rapid recovery of the capital investment. If the tax 
rate remains the same after the 5 years are up, the firm will eventually pay as 
much tax as it would without the fast writeoff, but would still have the 
advantage of a quicker return of capital. 

From the beginning of the rapid tax-amortization program through June 27, 
1956, the number of certificates of necessity issued and outstanding amounted to 
21,326. More than 40 percent of these certificates have gone to small business. 
Capital investment of $36.4 billion was certified, of which $22.1 billion was 
eligible for fast writeoffs. This represented an increase during the past year 
of $5.9 billion certified and $3.7 billion eligible for rapid depreciation. Most 
of the certificates issued recently have been for aircraft, research, and develop- 
ment projects, railroad rolling stock and road facilities, electric power and 
transmission facilities, and petroleum refinery, pipeline, and storage facilities, 


Loans and guaranties. 


The defense loan and guaranty program provides that Government loans 
may be made to private business enterprises for the expansion of defense capacity, 
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the development of technological processes, the production of essential materials 
including the encouragement of exploration and development, and the mining 
of strategic and critical metals and minerals. ODM issues certificates of essen- 
tiality to the Treasury Department for domestic loans, or to the Export-Import 
Bank for foreign loans. These agencies are empowered by Executive order to 
make such loans after determining that the financial factors are favorable. 
Certificates of essentiality are not issued in cases where defense expansion can 
be accomplished by private financing with accelerated tax-amortization assist- 
ance. Section 302 loans may be made only when financing is not otherwise 
available on reasonable terms. Through August 1956, defense loans had been 
approved totaling approximately $358 million. The net increase in loans during 
the year was $19 million. Some loan guaranties were also made in connection 
with the New England floods last year. 


Borrowing authority programs 


Contractual commitment and guaranty programs using borrowing authority 
under the Denfense Production Act provide for such contractual arrangements 
as— 

(a) The purchase of or commitment to purchase materials, minerals, and 
other metals for Government use or resale. 

(b) The encouragement of exploration, development, and mining of 
strategic minerals and metals. 

(c) The installation of production equipment in industrial plants. 

The contractual arrangement programs have been aimed primarily at providing 
adequate production equipment and supplies of such strategic and critieal ma- 
terials as copper, nickel, manganese, and aluminum for defense production and 
for the national stockpile. The probable ultimate net cost to the Government for 
all commitments to the end of August is estimated at $1,044 million. 

At the present time, borrowing-authority programs remain in effect for 21 
stockpile materials. These expansion programs were largely developed during 
the Korean emergency. Many provide for deliveries to the Government through 
1958, and some run through 1962. These expansion programs, together with 
other stockpile purchases, should fill most of the remaining minimum stockpile 
objectives within the next 2 years. Accordingly, few new materials expansion 
contracts were considered during the past few months. 

The principal new materials program, announced on May 17, will use Defense 
Production Act authority to expand nickel production. This authority, which 
will be reflected in Government guaranties to buy nickel, is combined with tax 
amortization to provide incentive to producers to expand capacity until an 
available United States supply of 440 million pounds per year has been achieved. 
Gross transactions of $129 million were certified, as well as $50 million borrowing 
authority for working capital. No probable ultimate net cost is expected under 
this program because the nickel will be sold to the stockpile or industry.’ On 
July 31, 1956, this program was expanded to include provision for financial 
assistance to cover unusual development costs in bringing new production into 
being as quickly as possible where it is demonstrated assistance is justified. 
Such assistance would be reflected in the price paid for the nickel. Certification 
of funds to cover probable ultimate net cost of such assistance will await the 
outcome of negotiations with prospective producers. 

On November 16, 1955, the cobalt program was enlarged to include the pur- 
chase of 18 million pounds of cobalt at $2 per pound, or market price, whichever 
is lower. Working capital of $36 million was certified to provide for this 
purchase. 

An M-day machine tool pool order program, making use of the Defense Pro- 
duction Act borrowing authority, was recently certified, with gross transactions 
of $256 million and borrowing authority of $21 million. As previously mentioned, 
$50 million was also certified for rounding out the capacity to produce turbines 
and turbine gears. 


DMEA PROGRAMS 


The Defense Minerals Exploration Administration has continued its program 
of advancing 50 to 75 percent of the funds for the exploration and development 
of prospective mineral deposits. For these programs ODM has allocated borrow- 
ing authority in the amount of $34 million. By the end of August, 940 contracts 
have been negotiated by DMEA under this allocation. Thus far, 290 have re- 
sulted in finding ore and 255 of these have been certified by DMEA as dis- 
coveries. Some 30 materials, both strategic and nonstrategic, are involved in 


these discoveries. 


| 


wow 





JOINT COMMITTEE ON DEFENSE PRODUCTION 75 


Production equipment 


Among ODM’s principal activities in the production equipment field are the 
pool-order program, the industrial-leasing program, the elephant machine tool 
expansion and reserve programs, the program for controlling the leasing of 
Government-owned equipment for non-defense-production purposes, the program 
for developing and controlling central inventories of Government-owned produc- 
tion equipment, and the surplus equipment disposal program. 

The purpose of the pool-order program during the Korean period was to keep 
the machine-tool producers busy building tools needed for mobilization when they 
might otherwise not have been producing to capacity because of the unavoidable 
lag between the placing of defense contracts and the ordering of tools needed to 
fulfill them. Under the authority contained in section 303 (e) of the Defense 
Production Act of 1950, the General Services Administration made pool-order 
agreements with a large number of machine-tool producers, guaranteeing the sale 
of the tools specified. In the event such tools remained unsold, the Government 
was committed to buying them at a price which excluded the manufacturers’ 
profit and selling expense. At the present time (September 30, 1956), leftover 
Korean period pool-order tools held in Government storage have been reduced 
to 501 units, valued at $6,688,000. Approximately 87,000 tools were produced 
and sold under this program at a cost to the Government of less than one-half 
of one percent of their value. 

As a result of the successful experience of the Korean program, we are de- 
veloping an M-day program for trigger action in the event of a new emergency. 

As reported above, $21 million in ODM borrowing authority has been certified 
to GSA to finance standby contracts under the M-day pool order program. 
This sum of money will finance an estimated $256 million in contracts providing 
$18 million in working capital advances to the contractors and a probable 
ultimate net cost of $38 million. Procurement schedules have been approved 
for 70 contractors. They include nearly 15,000 machine tools costing 
approximately $222 million. So far, 41 contracts have been signed. 

In the development of this program all known producers of general purpose 
machine tools have been given an opportunity to participate. Every effort has 
been made to include all of the small firms in the tools industry which desire 
to be included. At our request, the Small Business Administration has widely 
publicized the program through its field offices and the program has been 
further publicized by the trade press. 

Another Korean period program was the industrial leasing program. Under 
this program, machine tools and equipment were purchased and installed 
by the Government under leasing agreements with private defense contractors. 
Such agreements were entered into with producers of cutting tools, industrial 
gages, and machine tools, in order to provide these industries with added facili- 
ties for expanding production. The leased tools remain the property of the 
Government under the leasing agreements except in those instances in which 
purchase options included in the contracts are exercised by the lessees. Latest 
figures on the industrial leasing program show that of the 2,734 tools acquired, 
costing approximately $31.7 million, 287 are currently in storage, 2,156 are in 
plants under lease, and the rest have been transferred to other programs or 
sold. The total rental income earned on this equipment by the close of fiscal 
year 1957 will amount to approximately $12 million. All these leasing contracts 
expire between October 1956 and January 1958. The lessees have been notified 
that no extensions beyond expiration dates are anticipated and reminded that 
the contracts in force contain a purchase option clause under which the lessee 
may acquire them by negotiation. Sales of these tools to contractors have been 
increasing and are expected to increase rapidly as the remaining leases mature. 
We hope that ultimately ownership of most of these tools will be transferred 
to the lessees by negotiated sales. 

The Korean period elephant tool program to expand facilities of producers 
of unusually large machine tools, has now been completed. During the last 
quarter of 1955, the last two units were delivered. The 319 units of equipment 
continue to remain under lease to 3 elephant tool producers, yielding from $450,000 
to $500,000 per year in rentals. Over the 10-year life of the contracts these 
rentals will more than return the cost of this program to the Government. 

Since this program did not result in the expansion initially anticipated, ODM 
has been taking steps to analyze the need for additional reserves of Government- 
owned elephant tools. Accordingly, we have obtained a retabulation of elephant 
inventories which reflect size and location and have requested the BDSA to 
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reexamine military machine tool requirements by programs, in relation to the 
capacity of elephant tool producers, with the objective of pinpointing specific 
deficiencies. If deficiencies are established, consideration will be given to 
eliminating them through enlarging Government-owned reserves by an allocation 
of borrowing authority for this purpose. 


MAINTENANCE OF THE MOBILIZATION BASE 


Government-owned facilities and tools 


At present the Department of Defense is responsible for 345 Government- 
owned facilities valued at $5.5 billion. Of these, 199 plants, worth $2.4 billion, 
are contractor operated; 71 plants, worth $2.5 billion, are Government operated, 
and the rest are inactive. Inspection reports show the plants to be generally in 
good condition. At the end of August 1955, 71.6 percent of the Government-owned 
tools in the Department of Defense inventory were in active use, 15.7 percent 
were in storage at or near place of use, and only 12.7 percent were in central 
storage. 

ODM has continued to sponsor establishment of complete central inventory 
records of all production equipment owned by the Government. The Department 
of Defense estimates that it owns 300,000 items of which 291,000 are listed in 
the central inventory. Other agencies own an estimated 30,200 items. Total 
Government holdings cost about $3.2 billion. Work is continuing to complete the 
central inventory records. The Defense Department is preparing a new Directory 
of Metalworking Equipment which will provide a basis for classifying the many 
thousands of items in the supply systems of the services that have not previously 
been reported. It will then be possible to add these items to the central 
inventory records. 

Efforts to prevent the dissipation of the Government’s production equipment 
mobilization base through surplus sales channels are being continued. ODM now 
receives all notices of Army, Navy, and Air Force surplus sales which involve any 
production equipment, and where appropriate dispatches them to delegate agen- 
cies for exploration. In 8 months’ time we have not yet received a report from 
a delegate agency which would indicate that the announced sales would injure 
the production equipment mobilization base. 

Several months ago, an interagency group was established to collect and 
review facts bearing on allegations that Department of Defense tool purchases 
abroad were injuring the mobilization base, and to develop proposed guidelines 
for the ODM Director. After careful study of the facts the group reported to 
the Director that no corrective action is needed or should be taken unless present 
circumstances substantially change. 

In view of the recommendation of the Joint Committee on Defense Production 
with respect to the establishment of a uniform equipment leasing policy for the 
Federal Government, ODM has set up an interagency task group to explore this 
subject. This group will examine the extent to which the leasing of production 
equipment by the several Federal departments lack uniformity and will prepare 
a factual report on this, together with such recommendations as the facts war- 
rant. The group has requested each of the principal equipment-owning agencies 
(DOD, GSA, AEC, and Maritime) to report on leasing practices currently being 
followed. Reports so far received by the ODM indicate a lack of uniformity in 
leasing practices. 

The leasing of Government-owned equipment for nondefense production pur- 
poses continues to remain only a minor fraction of a percent of the several 
hundred thousand items which the Government owns. Through September 30, 
ODM has approved nondefense leasing to 31 companies involving 1,506 items 
valued at $12,671,512. Requests were denied involving 205 items valued at 
$8,200,689, while requests for another 547 items valued at $4,576,543 were 
withdrawn after submission. 


Procurement 


As previously: reported, DMO-VII-7: Maintenance of the mobilization base 
was implemented by the Department of Defense through directive No, 3005.3, 
which instructs the services to review proposed procurement items contained in 
the preferential planning list to insure that current procurement is integrated 
with military mobilization plants. 

Within the framework of the policy outlined in DMO—VII-7, the Department of 
the Air Force, on November 23, 1955, issued a memorandum on Air Force in- 
dustrial production readiness policy. This new policy places more emphasis on 
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readiness for a war involving attack on the continental United States than on 
the traditional concept of a prolonged industrial buildup after war starts. 

Recognizing emergency conditions under which industry would be required 
to accelerate production in the event of an emergency, two special planning con- 
cepts are outlined in the policy. The first is the production-compression concept, 
which is designed to achieve delivery of every possible piece of equipment which 
would be critical during the early weeks of a general war. The second is the 
production-acceleration concept, which is designed to provide a capability for 
rapidly accelerating production of selected weapons that would be critical in a 
local war. The new policy also provides that, where possible, at least two pro- 
duction sources should be established for each critical weapon system, at least 
one of which will de dispersed if possible. 


Materials 


To the extent feasible, the Government’s plans call for primary emphasis on 
domestic production to meet estimated wartime requirements; therefore, con- 
siderable emphasis is placed on current and projected production levels. With 
respect to the supply of materials, ODM has delegated this responsibility to the 
Department of the Interior for metals and minerals, and to the Departments of 
Commerce and Agriculture for other materials. 

During the past year, Government policies concerning support for domestic 
mining industries have been reviewed and changed where circumstances justify. 
Public Law 206 of the 83d Congress extended the procurement program which 
prescribed the quantities, grades, and delivery schedules for a number of 
materials. Since the stockpile objectives for several of the minerals (tungsten, 
asbestos, fluorspar, and columbium-tantalum) had been met, they could no 
longer be procured under the authority of the Stockpiling Act. The 84th 
Congress enacted Public Law 733 to provide for continued maintenance of 
production of the minerals until December 31, 1958. 


PROTECTION OF THE MOBILIZATION BASE 


The mobilization base includes people, materials, facilities, and equipment. 
Protection of the base includes measures designed to reduce vulnerability to 
overt acts of an enemy such as bombing attacks; covert acts of an enemy such 
as clandestine activities with conventional and unconventional weapons; and 
disasters such as those resulting from storms and floods. 

Protective measures include: Dispersion; protective construction; continuity 
of management structures; safe location of vital records, equipment, supplies, 
and facilities ; shelters; public warning systems; evacuation plans; and physical 
security measures such as fences, walls, guards, and supplementary policing. 

The task of protecting people is carried on by the Federal Civil Defense 
Administration through State and local governments, and by delegation, through 
many mobilization agencies of the Government. 


Physical security and industrial defense 


Each agency of Government is responsible for the protection of Government- 
owned property under its jurisdiction. 

Privately owned property is protected on a voluntary basis by private manage- 
ment under cooperative guidance from mobilization agencies of Government. 
The Department of Defense and Atomic Energy Commission select key privately 
owned facilities and periodically survey the protective measures in use. The 
Department of Commerce, aided by other agencies, conducts regular conferences 
with the top management of defense business concerns, for the purpose of 
guiding and encouraging adequate protective measures. About 350 such con- 
ferences have already taken place. In addition, other conferences have been 
held with trade associations to help reach many business concerns simultane- 
ously. When individual business concerns are engaged in diversified defense 
activities, other agencies of Government participate with the Department of 
Commerce in the conferences. FCDA conducts similar conferences primarily 
with technical personnel and others not handled by the Department of Commerce. 

Based on conferences with appropriate Government officials, many industries 
have developed and published manuals on measures of protection for the guid- 
ance of individual companies. Many business concerns have designated a 
principal official to concentrate on protection matters. 

The need for protection and the measures to be considered have been com- 
municated to a substantial portion of the business community. There is still 
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work to be done in communicating with others and evaluating the effectiveness 
of the protective measures adopted. 

The Department of Agriculture has completed broad analyses of industries 
concerned with food and agricultural products, in order to determine their 
vulnerability to attack, and will meet with representatives of the industries 
which have vulnerabiilty problems, to develop possible solutions. Through its 
various internal defense planning committees, the Department is now in the 
process of organizing appropriate industry advisory committees. Also, it is 
eontinuing with its project of locating food-processing facilities and facilities of 
supporting industries on maps of critical target areas, as an aid in deter- 
mining vulnerability and in evaluating actual damage, should an attack occur. 

The delegate agencies are also giving consideration to the geographical decon- 
centration of vital production. Instances of concentrations have been submitted 
to ODM by the Departments of Commerce and Agriculture and the Interstate 
Commerce Commission. 


Disaster readiness planning 


A natural disaster may have both a negative and a positive impact on our 
mobilization readiness. The impact is negative in the extent to which parts of 
our mobilization base are destroyed. The impact may be positive to the extent 
that the experience of fighting the disaster helps us to create the organizations 
and learn the techniques needed to fight the much greater disaster of war. 

During the 1955 floods in the Northeast and in California, ODM acted to 
protect and reconstruct the mobilization base. The methods employed included 
procurement assistance, fast tax writeoffs, loans and loan guaranties, produc- 
tion-equipment leases, priority assistance, and the supply of Government-owned 
materials. These actions were mostly carried out by the delegate agencies, as 
described in our report to the joint committee for the period September 15, 
1955, to February 20, 1956. 

These orders and actions constitute a new approach to Federal assistance to 
disaster areas. Precious time was lost while we determined the actions to take 
and then developed the necessary orders to carry them out. To save that time 
in the future, we have developed a disaster readiness plan. This plan consti- 
tutes a part of the overall Federal plans for disaster assistance which are ¢o- 
erdinated by the Federal Civil Defense Administration. Its purpose is to pro- 
vide a list of actions which can serve as a standing operating procedure in any 
future major natural disaster. Most of the orders and directives are “self- 
triggering,” that is, they are drafted so that they go into effect automatically 
whenever the President declares a major disaster pursuant to the Disaster Re- 
lief Act (64 Stat. 1109). 


THE STOCKPILE 


During the past year, the Government has continued its progress in filling 
strategic stockpile objectives. In fiscal year 1957, open-market purchases are 
being made for only 14 of the 74 materials being stockpiled, but another 14 are 
open for purchase from DPA or CCC inventories acquired by barter. The re- 
maining 46 materials either have adequate qua:tities in inventory or the inven- 
tory and quantities on order when delivered will fill the minimum stockpile 
objective. 

The following table shows the substantial progress made toward completing 
minimum stockpile objectives. This table covers only stockpile inventories, giv- 
ing the actual status for June 30, 1956, and estimated status for June 30, 1957, 
based on scheduled deliveries during fiscal year 1957. It is clear from this com- 
parison that the stockpile shows substantial progress. Only 10 materials are 


expected to be below 75 percent of the minimum objective inventory by June 30, 
1957. 


Number of materials 





| 
June 30, 1956 | Jume 30, 1957 
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During the last year, 45 major stockpile reviews were completed resulting in 
the following changes in the minimum objectives: (a) 9 objectives were in- 
creased; (0) 18 objectives were decreased; (c) agar and palladium were added 
to the stockpile list; hog bristles and corundum were dropped; and sapphires 
and rubies were placed on the inactive or Group IT list. 

Barter 

A revision of the procurement directive, issued in May, provided increased 
authorization for the Commodity Credit Corporation to barter surplus agricul- 
tural commodities for the supplemental stockpile as authorized in the Agricul- 
tural Act of 1956. 

The Interdepartmental Materials Advisory Committee (IMAC) participated 
in extensive discussions and considerations to help guide ODM in instructing 
GSA and CCC in barter for strategic materials. Since the CCC has adopted 
the policy of acquiring for stockpile only those materials and quantities certified 
to it by ODM, the determinations covered most stockpile metals and minerals 
and shellac and iodine. Advice obtained by ODM covered availability, potential 
impact on prices, production and expansion, relationship to other Government 
materials programs such as stockpile or Defense Production Act contracts and 
the maintenance of the mobilization base. This use of the IMAC enabled ODM 


to coordinate all policies concerning barter of surplus agriculture commodities 
for strategic materials. 


Problem materials 


Aluminum.—Completion of the aluminum stockpile minimum objective enabled 
the Government to cancel all calls for aluminum during the past 6 months. 
Deliveries were taken during this period on an earlier call for 11,000 tons. No 
aluminum will be called for stockpile delivery in the last 6 months of 1956. 

Amosite asbestos—The stockpile level of amosite asbestos is still 
unsatisfactory. Deliveries continue at a modest pace. 

Antimony.—Purchases toward the long-term increment of the stockpile objec- 
tive will be made from domestic sources to the extent possible. 

Jamaica-type bauxite—Barter transactions completed during June, together 
with an earlier DPA contract, will fill stockpile requirements. Deliveries are 
scheduled over the next 5 years. 

Beryl.—An adequate share of the long-term objective has been reserved for 
domestically produced beryl ore. 

Chemical grade chromite—South Africa is the sole source for this material 
where large quantities are available above ground awaiting shipment. Trans- 
portation continues to be the problem, since the South African Government 
apparently is unable to allocate sufficient freight cars to move these ores from the 
mines to seaport for shipping to the United States. ODM has recommended to 
GSA that current supply contracts be continued and that every effort be made to 
obtain additional cars for shipments under stockpile contracts. 

Metallurgical chromite—The Government has extended the termination date 
of the domestic purchas program for metallurgical chrome ore to June 30, 1959. 
Under this program it will continue to purchase at a substantial premium over 
market prices all domestic chromite of specification grade that is offered up to 
a total of 200,000 long tons. The stockpile program has ample space for taking 
this quantity of domestic production toward the long-term objective. 

Fluorspar.—The current inventory and outstanding orders will considerably 
more than fill acid grade fluorspar objectives. However, the minimum objective 
for metallurgical grade fluorspar remains unfilled. In November ODM expects 
to hold a hearing under the provisions of the Trade Agreement Extension Act of 
1955 to develop additional information to assist the Director in reaching a con- 
clusion as to whether the level of fluorspar imports is threatening to impair 
national security. In the meantime, stockpile purchases have been restricted 
to domestic production. 

Iodine—The stockpile objective has been slightly increased. While the 
amount of iodine in the stockpile as of June 30, 1956, was considerably less than 
the revised objective, scheduled deliveries under current contracts will add a 
substantial quantity of iodine to the inventory in the next few months. 

Jewel bearings —An Interagency Components Study Group which is reviewing 
the jewel bearings situation is expected to submit recommendations to ODM later 
this year. 

Magnesium.—Demand for magnesium appears to be growing. Satisfactory 
progress, however, is being made toward achievement of the stockpile objectives. 
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Metallurgical manganese.—Room has been reserved in the long-term stock- 
pile objective for continued purchases of domestically produced manganese, 
However, the question here is similar to the question on metallurgical chromite. 
In this respect we have authorized GSA to extend the termination date of the 
purchase program for domestic specification grade manganese to January 1, 
1961, and to increase the purchase quota from 19 million long ton units to 28 
million long ton units. This program will give substantial aid to the small 
producers. 

Synthetic manganese dioxvide.—Stockpile purchases of the grade suitable for 
military dry cell batteries were increased during recent months but the stockpile 
objective is far from being reached. In order to accelerate achievement of the 
objective, ODM authorized substantial additional stockpile purchases during 
the current fiscal year and also certified funds for a long-term DPA contract. 
The stockpile inventory plus these authorizations provide for most of the mini- 
mum stockpile objective. 

Chemical grade type B manganese.—Recently the Government has sought new 
sources of supply for this grade of ore. GSA has accepted an offer for a sub- 
stantial tonnage from a new source and deliveries expected over the next 2 
years should greatly improve our security position. 

Muscovite block and film mica.—Al|though there were additions of both musco- 
vite block and film mica to the stockpile during the report period, the inventory 
status is still unsatisfactory. Progress is being made in the evalution of various 
research programs for the development of substitutes for strategic natural mica. 
The Government purchase program, at a sizable premium above world price, 
is also being continued. It is hoped that this program, together with the research 
and development activities being carried on, will achieve an improved mica 
situation soon. Only about 10 percent of the domestic mica acquired and 
processed to date has met stockpile specifications. 

Nickel.—The shortage of nickel for civilian and defense requirements has 
continued, notwithstanding substantial diversions from scheduled shipments to 
the Government. During the first half of 1956, 34,800,000 pounds were diverted, 
and 40 million pounds will be diverted for the second half of the year. Increased 
requirements for defense production have offset to a large degree the increase 
in the diversions so that nondefense consumers have received only modest 
benefit from the larger supply. 

Because of the above situation, and because there are indications of an in- 
crease in the mobilization requirements for nickel, ODM authorized the estab- 
lishment of a larger expansion goal for nickel as reported above. 

Selenium.—Although the Emergency Procurement Service has been unable to 
acquire any selenium for the stockpile in the past, the supply-demand balance 
has shown signs of improvement. Despite the increase in production and the 
use of alternate materials which have apparently diverted some industry re- 
quirements away from selenium, demand for selenium still exerts upward price 
pressures. 

Silicon carbide.—High business activity has been taking large amounts of this 
material at increasing prices, leaving little for delivery to the stockpile; how- 
ever, this situation shows signs of easing. 

Steatite block talc.—Although the stockpile inventory is substantially below 
the minimum objective, concern for this material has waned in the light of 
progress made in the use of synthetic material. A further review of this devel- 
opment may provide a better basis for evaluating the need for stockpiling this 
material. 

Titanium.—New requirements forecasts for titanium showing a substantial 
increase were received from the Department of Defense in April. Titanium 
sponge requirements are expected to increase further over the period 1956-58. 
The production capacity, which is now double the current requirements, is 
scheduled to expand and thus maintain an adequate sponge reserve despite 
growing use of the metal. 

With the aid of tax amortization, production capacity for the melting and 
fabrication of titanium has been expanding at a satisfactory rate. The De- 
partment of Defense is supporting both fundamental and applied research on 
titanium. The General Services Administration, under the process develop- 
ment program, is continuing Government assistance for new and improved proc- 
esses for titanium sponge production and scrap metal refining. There was 
significant improvement in sponge quality during the past year while the 
sponge price dropped from $4.50 to $3 per pound. The ODM is keeping the 
development and expansion of this industry under constant review. 
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PRODUCTION MOBILIZATION PLANS 


During the past year, principal efforts have been devoted to the development 
of suitable plans for dealing with the production problems and industrial chaos 
which would follow a nuclear attack. The initial ODM postattack production 
plans, tested during Operation Alert 1955, were submitted for comment to a 
group of participating Government agencies and to experts experienced in the 
administration of Government production controls during previous emergencies, 
As a result of these comments, the plans were revised and developed in detail 
by the participating agencies (Departments of Agriculture, Commerce, Defense, 
Interior, and the Atomic Energy Commission). Substantial progress has been 
made by ODM and the agencies in preparing standby measures to be fully ready 
for installing and operating the plan on a “self-triggering” basis immediately 
upon an attack, 

The present plan based on the attack assumption is one for use immediately 
and is therefore based on a course of action which the Government is now 
capable of undertaking without further preparation. It was tested during 
Operation Alert 1956. 

The defense materials system, the standby operating production control 
system, has continued to operate in a satisfactory manner. Shortages of cer- 
tain materials during the year generated proposals to expand the present 
system to cover programs not previously given the benefit of Government 
priorities support. To deal with these proposals the Government’s policy on 
the use of the priorities and allocations authority under title I of the Defense 
Production Act was carefully reviewed. As a result, Defense Mobilization 
Order VII-8: Poliey on the Use of Priorities and Allocations Authority, was 
revised on January 10, 1956, to emphasize the allotments for steel, copper, and 
aluminum will be limited under the defense materials system to the programs 
of the Department of Defense, Atomic Energy Commission, and directly re- 
lated activities. Programs that are related to direct military and atomic 
energy programs will be eligible for priorities assistance only with the specific 
approval of the Office of Defense Mobilization. 

Under current conditions, severe competition for available nickel makes it 
imperative that the preferred military demand for this material be carefully con- 
trolled. For this reason, after consultation with the Defense Mobilization Board, 
the Director of ODM requested the Department of Commerce to make arrange- 
ments to include an area of nickel alloys which will be subject to quantitative 
allotment control closely paralleling the control over nickel stainless steel pres- 
ently in effect. 

The change in DMS rules applies to defense orders calling for deliveries of 
nickle alloys in the fourth quarter of 1956 and thereafter will provide better 
assurance that the defense “take” of this critical material does not exceed 
actual need either with respect to total quantity or time of delivery. It will 
also provide a useful tool for the development of a more accurate measure of 
DOD and AEC current and projected future requirements for nickel, and it will 
give us added assurance that maximum supplies of this material not needed 
to carry out the defense programs are made available for nondefense purchase 
and use. Civilian (nondefense) purchase, shipment, and use of nickel and 
nickel alloys will not be affected in any way by the revised rules. 

The inclusion of these nickel alloys as a controlled material under DMS will 
also make the system a more valuable instrument for mobilizing industry with 
maximum effectiveness should war make this necessary at some future date. 


III. EssentTrat Services 
HEALTH 


ODM’s Health Resources Advisory Committee, composed of outstanding leaders 
in the health field, advises and assists the Director on problems of the Nation’s 
health relating to national mobilization. The membership of this Committee 
also serves by appointment of the President as the National Advisory Committee 
to the Selective Service System on the selection of physicians, dentists, and al- 
lied specialists. 

The Committee operates under authority of section 103 (c) of the National 
Security Act of 1947, and a Presidential letter dated March 14, 1953, to the 
Chairman, Health Resources Advisory Committee. Its selective service fune- 
tions are pursuant to sections 4 and 7 of the Universal Military Training and 
Service Act, as amended (Public Law 118, 84th Cong.). 
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During the past year, organization plans have been further developed to meet 
effectively the immediate and continuing health problems of the Nation under 
various mobilization assumptions. A War Health Administration was activated 
during Operation Alert 1956. In order to assure that close coordination is 
maintained between all sources of supply and requirements as interpreted by 
the agencies responsible for operating health programs, an Interagency Health 
Advisory Board was established under the chairmanship of ODM. This Board 
will furnish advice on interagency problems in planning for mobilization utiliza- 
tion and control of health resources including professional and auxiliary health 
manpower, health supplies and equipment, health facilities, and on related health 
studies and program recommendations. Recommendations, policy statements, 
and proposed action documents as well! as assignments to other agencies are now 
being prepared to implement these organizational plans. 

In addition, priority attention is being given to the development of strong 
regional, State, and local programs able to act independently under attack condi- 
tions, if necessary. 

The Health Resources Advisory Committee makes a continuing review of the 
(1) resources, requirements, procurement, training, allocation, and utilization of 
health manpower; (2) inventories, requirements, priorities, construction and 
reconstruction, and pooling of resources for the most effective allocation and use 
of facilities; and (3) the production, allocation, stockpiling, storage, distribu- 
tion, and utilization of supplies and equipment. 

The Committee has also continued to review and coordinate the procurement, 
requirements, and allocation of blood-related substances of the various Govern- 
ment agencies and the American National Red Cross under the national blood 
program. This program was established to serve the mobilization needs of the 
Federal Government for blood products without duplication or conflict of effort 
among Federal agencies and without detriment to or interference with the opera- 
tion of civilian blood banks. 


TRANSPORTATION 


ODM’s purpose in this area is to develop and maintain comprehensive and 
effective plans for the continued operation of transportation in event of full-scale 
mobilization with or without attack upon the United States. The authority for 
the program is provided in the National Security Act of 1947; the Defense Pro- 
duction Act of 1950, as amended ; Reorganization Plan No. 3 of 1953; and Execn- 
tive Orders 10219 and 10480. 

The transportation program deals with domestic transport and storage, air 
transport, sea transport, port utilization, and port capacity protection. Programs 
for handling these forms of transportation provided the basis for the mobilization 
of transportation to meet the Korean emergency and they are immediately avail- 
able in case of full-scale mobilization. 

As previously mentioned, a new transportation area was established within 
ODM on July 1, 1956, headed by an Assistant Director. The Assistant Director 
is advised by a Committee on Defense Transportation and Storage with member- 
ship representing the Departments of State, Treasury, Defense, Agriculture, Com- 
merce, Interior, the Interstate Commerce Commission, Federal Civil Defense 
Administration, and International Cooperation Administration. 

For the actual day-to-day handling of transportation mobilization problems 
and plans, work is carried on with the cooperation of Department of Defense and 
the following agencies : 

(a) The transport mobilization staff in the Interstate Commerce Com- 
mission, covering the field of domestie transportation and storage: 

(b) The Defense Air Transportation Administration, in the Department 
of Commerce, for emergency air transport and other aviation matters; and 

(c) The Office of Ship Operations, also in the Department of Commerce 
(Maritime Administration), for emergency handling of merchant shipping. 

During the past year, continued progress was made in preparing organization 
details of the War Transport Administration and its component offices and 
divisions. The problems involved are being considered under the assumption of 
attack conditions. 

Estimates of essential imports under emergency conditions were completed 
for use in determining ocean-shipping requirements. The NATO Planning Board 
for Ocean Shipping held its seventh regular meeting in London April 17-19, 1956. 
It has scheduled another meeting for October with a major objective of submit- 
ting results to the NATO Senior Civil Emergency Policy Committee later this 
year. 
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In the field of air transportation, far-reaching studies have been conducted 
by the Air Coordinating Committee of a revised air traffic control system to meet 
both military and civil requirements. 

An enlargement of the Civil Reserve Air Fleet has been authorized and the 
necessary adjustment of the commercial air transport system, known as the 
war air service pattern, has been undertaken through the Civil Aeronautics 
Board. 

The findings of our task force, which inquired into the status of transporta- 
tion organization for civil defense in principal target cities, resulted in a decision 
to prepare an ODM policy manual and FCDA operations manual to guide local 
governments in developing transportation organizations capable of discharging 
the functions that would fall upon them under attack conditions. The relation- 
ships of such organizations to the Federal agencies will be developed in the 
process, providing new guidance and encouragement to the local organizations. 

Several hypothetical attack patterns, including that of Operation Alert 1956, 
have been studied to ascertain their probable effects upon transportation capac- 
ity and demands, and to identify the kinds of control problems, such as necessary 
departures from peacetime authorities and procedures, which would be gen- 
erated by such conditions. 

Readiness measures to meet attack conditions have been strengthened by the 
formulation of a temporary priorities list which would remove embargoes on 
select categories of traffic essential to the maintenance of public health and 
essential services, until the measure of each particular situation could be taken 


and more precise steps placed in effect to control the flow of traffic into and out of 
the affected points. 


COMMUNICATIONS 


ODM’s activities in telecommunications planning and coordination are based 
generally on the authority of the National Security Act of 1947, as amended, and 
specifically on Executive Orders 10460, 10312, and 10461. These activities include 
coordinating the development of policies and assuring high standards of tele- 
communications management in the executive branch ; coordinating the develop- 
ment of agency mobilization plans and programs; assigning radio frequencies to 
Government agencies under the provisions of section 305 of the Communications 
Act of 1934, as amended (47 U. S. C. 305) ; and developing overall United States 
Government frequency requirements. 

Further progress has been made during the past year in reducing the vulner- 
ability of our domestic telecommunications facilities and overseas circuits to 
intentional interference and interruption. The United States-Alaska telephone 
cable and the second portion of the transatlantic telephone cable are presently 
being laid and will be ready for service in a few months. The United States- 
Hawaii telephone cable is scheduled for use late in 1958. The project to bypass 
domestic target areas with appropriate telephone cables and radio circuits is 
progressing according to schedule and will be completed in 1957. 

A proposed Executive order, delegating to the Director of ODM the authority 
of the President under sections 305 (a) and 606 (a), (¢) and (d) of the Com- 
munications Act of 1934, as amended, has been prepared and is under review. 
The Executive order, when signed by the President, will vest in the Director full 
responsibility for the direction of United States communications upon declara- 
tion of war, or following an attack upon the United States. 

The nomination and selection of the staff for the wartime telecommunication 
organization has progressed to the point that individuals have been selected 
tentatively for key posts. We expect to complete the selection of staff members 
by the end of 1956. 

As a result of a study on the possible readjustment of national use of the radio 
frequency spectrum, we concluded that national security requirements and the 
needs of air navigation and air communications preclude the release for non- 
Government use of any of the very high frequencies now utilized by the Federal 
Government. The study resulted from a request of the Federal Communications 
Commission for consideration as to whether additional very high frequency 
(VHF) space could be provided to the Federal Communications Commission for 
television broadcasting. 

The feasibility of establishing a national radio monitoring reserve program is 
being explored. The members of such a reserve would be licensed amateur and 
professional radio operators willing to undertake a limited amount of radio 
monitoring on a voluntary basis at their own radio stations. The reserve, if 
established, would provide the nucleus of monitoring personnel for employment 
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in an expanded national radio monitoring effort which would be required under 
a wartime condition. 

A priority system for the use of public telephone and telegraph facilities in an 
emergency has been in effect on a voluntary basis for almost a year. A similar 
priority system for the resumption of intercity private line services has recently 
been placed in effect on a voluntary basis. Both of these systems would become 
mandatory in wartime. 

A Telecommunications Advisory Board has recently been established to advise 
ODM with regard to communications policy and to advise, in time of war, re- 
garding national measures or actions considered necessary to win the war. 
Chaired by ODM, it is composed of members from the Departments of State, 
Treasury, Defense, Commerce, CIA and FCC. 


ELECTRIC POWER 


Approximately 6 million kilowatts of new generating capacity will be added 
to the Nation’s dependable capacity during calendar 1956, bringing the total to 
about 122 million kilowatts by the year’s end. The outlook for the continued 
increase in demand will result in decreased reserves in all regions. The national 
margin of capacity in reserve above peak loads is estimated at about 15.2 percent 
on December 31, 1956. 

The Schoellkopf generating station, which was severely damaged by a land- 
slide in early June, is an important source of 25-cycle capacity in the Niagara 
complex. It is anticipated that approximately 30 percent of the plant’s original 
capacity will be restored by the end of 1957. In the meantime, the 25-cycle de- 
mand, formerly met by this station, is being supplied by other stations in the 
system and from Canada. 

A study of the electric power situation in the Niagara area was just being 
completed when the landslide damaged the Schoellkopf station. This will neces- 
sitate awaiting word as to the future plans for the plant and possibly recasting the 
ecapacity-demand figures in the report. Plans are being made to carry out similar 
studies in other additional areas not yet definitely selected. 

The demands of AEC plants continue to take about 10 percent of the total 
kilowatt hours of electric energy produced throughout the country. 


IV. MANPOWER 


The manpower functions of ODM are based upon the authority vested in the 
Director by the National Security Act of 1947, as amended; the Defense Pro- 
duction Act of 1950, as amended; Executive Order 10438 of March 13, 1953; 
Executive Order 10461 of June 17, 1953; and Executive Order 10480 of August 
14, 1953. 

During the past year, the Office of Defense Mobilization has coordinated 
and directed the defense manpower activities of the Government, utilizing the 
Inter-Agency Manpower Policy Committee and the National Labor-Management 
Manpower Policy Committee. 

Advice is also received from the ODM Committee on Specialized Personnel, 
made up of persons from Government and private life with authoritative knowl- 
edge of specialized manpower resources and requirements; and the Inter-Agency 
ODM Surplus Manpower Committee, which is concerned with the utilization of 
workers in areas of labor surplus. 


MANPOWER MOBILIZATION PLANS 


During the past year, emphasis was placed upon the development of the plans 
for mobilization of manpower under conditions of attack or full mobilization 
without attack on the United States, including the completion of all documents 
necessary to initiate the emergency actions required. These documents are 
now being cleared and will be held on a standby basis. Wherever possible, orders 
which are self-promulgating under certain circumstances have been employed. 
Organization plans for wartime management of manpower have also been 
drafted and are under review by the principal agencies concerned. Work is now 
progressing on the development of complete organization requirements. 

Progress is being made in developing techniques for providing estimates of 
civilian manpower losses and surviving manpower resources under attack condi- 
tions. Electronic computing equipment can provide early rought estimates of 
losses in manpower, using information on the distribution of manpower in target 
areas which can be previously recorded for feeding into a computer. The Depart- 
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ment of Labor is currently preparing data on manpower by occupation in such 
form that it can be used with civil-defense information in postattack wartime 
calculations to provide immediate estimates on remaining manpower by occupa- 
tion in each target area. However, considerable work must be done to improve 
the essential basic data for these calculations and to devise ways to refine 
wartime estimates on the basis of the actual postattack situation. A task force, 
composed of representatives of the Department of Labor and the Federal Civil 
Defense Administration, has been established to give additional impetus to this 
work. 

A subcommittee of the ODM Committee on Specialized Personnel has been 
studying measures which would be required to assure immediate location of 
highly qualified specialists who might be indispensable to the reestablishment 
of certain essential activities, such as critically important defense production or 
civil-defense survival operations. 


CRITICAL CIVILIAN SKILLS 


During the last quarter of 1955, two Executive orders were drafted in coopera- 
tion with the Department of Defense and the Selective Service System, imple- 
menting the National Reserve Act of 1955. These orders, signed by the President 
on January 6, 1956, provide for careful and systematic determinatoin of where 
men having critical skills can make their most effective contribution to the 
national security. 

One Executive order establishes criteria to be used by the Department of 
Defense in screening from the Ready Reserve to the Standby Reserve those men 
whose skills are in excess of the requirements of the Ready Reserve. Men 
screened into the Standby Reserve cannot be called to active duty by the Depart- 
ment of Defense until the Selective Service System has determined that they 
can be spared from their civilian employment. This order provides for the first 
time an adequate administrative system whereby the mobilization of reserve 
forces will cause a minimum necessary disruption in essential defense-supporting 
activities. During the coming year some 400,000 men are expected to be screened 
into the Standby Reserve, the majority for occupational reasons. 

The second Executive order provides that men possessing certain critical 
civilian skills and employed in essential activities will be eligible to complete 
their active duty for training in from 3 to 6 months, thus minimizing the time lost 
from their critical defense jobs. They will perform the remainder of their 
military obligation in the reserve forces. This program represents an important 
practical recognition that we are now in a technological contest with the Soviet 
Union and that many talented young men with critical civilian occupations can 
make a more effective contribution to the national security in their civilian em- 
ployment than they could be 2 or more years of service in the Armed Forces. 
This special 6-month training program is now operative. The Selective Service 
System acts as the recruiting contact for this program, accepting individuals being 
referred to the Armed Forces for enlistment in special reserve units. ODM 
has issued a special list of critical occupations and activities for the guidance 
of the Selective Service System in the selection of men for enlistment in this 
program. 

Reports on both these programs, covering the initial few months of operation, 
are being closely analyzed to determine the effectiveness of the programs as in- 
struments in helping to achieve the optimum distribution of manpower between 
the Armed Forces and the essential supporting civilian economy. 


SPECIALIZED PERSONNEL 


Following more than a year of study on the part of a number of agencies, the 
President, on April 3, established the National Committee for the Development 
of Scientists and Engineers. The Director, on behalf of the President, invited 
to serve on this Committee the principal officers of national organizations con- 
cerned with the education, training, and utilization of scientific and engineering 
personnel. This nongovernmental group, chaired by Dr. Howard Bevis, former 
president of Ohio State University, will consider ways of fostering the develop- 
ment of scientists and engineers and will, in all appropriate ways, take action 
on its own behalf to promote a substantial growth in the supply of scientific and 
technical manpower. 

The interdepartmental Manpower Policy Committee and the Committee on 
Specialized Personnel are currently working on policies and programs for a 
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more effective utilization of scientific and technical manpower for the benefit 
of the Free World through a closer alinement of private exchange and recruiting 
practices with the ultimate objectives of national policy. These studies may in- 
dicate need for revisions in current policies and practices affecting the supply 
and demand for scientific personnel. 

With increasing concern from the standpoint of national security about the 
possibility of large-scale economic and cultural penetration by the Soviet Union 
of key countries of the Free World and other nations as yet uncommitted, studies 
have been initiated to determine the adquacy of our own resources of personnel 
which might be needed to assist the United States in implementing its own 
foreign economic and cultural policies. The National Science Foundation has 
been asked to study the feasibility of a limited register of area and language 
specialists which would be of assistance to those agencies maintaining programs 
abroad. 

V. STABILIZATION 


Under authority of the National Security Act of 1947, as amended; and the 
Defense Production Act of 1950, as amended; work has continued to strengthen 
the preparedness status of stabilization measures that might be required in 
a wartime economy. 

During the past year, planning for wartime stabilization preparedness con- 
tinued to follow the general frame of reference which was established in 1955 
for developing such measures throughout the Government. Plans needed to 
initiate early stabilization actions in the event of a war emergency were re- 
viewed and improved. Supporting materials for these plans include stabilization 
documents of aid in seeking wartime legislation; a general freeze order for 
prices, wages, salaries, and rents; antihoarding orders; and organization plans. 

A defense mobilization order has been issued to the Federal Reserve Board, 
assigning responsibility, in cooperation with the Treasury Department, for the 
development of mobilization preparedness measures relating to fiscal, monetary, 
and credit programs and policies. A similar order has been issued to the Federal 
Home Loan Bank Board, delegating responsibility for the development of mobili- 
zation preparedness measures relating to savings and loan credit programs and 
policies. These agencies will cooperate in the development of mobilization 
programs to coordinate national policy in the financial and credit fields. 

Arrangements are being made to delegate to the Department of Labor respon- 
sibility for developing mobilization measures in the wage and salary stabilization 
field. 

In the future, agencies such as the Department of Agriculture, Department 
of Commerce, and Department of the Interior will be assigned responsibility 
for assistance in developing mobilization price-control measures for agricultural, 
manufactured, and raw-material products. 

Studies of the potential economic consequences of atomic attack and the 
economic measures that may be necessary under such conditions, are being 
eonducted by an interagency task group from the Department of the Treasury, 
Federal Reserve Board, Council of Economic Advisers, Bureau of the Budget. 
Federal Deposit Insurance Corporation, and Federal Home Loan Bank Board. 
The heads and staffs of many agencies will need to continue major efforts 
to resolve the policy issues involved in determining how a mobilized economy 
of our kind can restore and rehabilitate itself after a large-scale atomic attack. 

During Operation Alert 1956, wartime stabilization plans were tested from 
a relocation site. The tests demonstrated that stabilization measures could be 
initiated in the early days following the assumed atomic-attack conditions by 
making use of help from the Federal Civil Defense Administration, the Depart- 
ment of Labor, and other existing agencies. With such help during the early 
stages of any emergency, the transition to the establishment and operation of 
wartime stabilization agencies could be made. Deficiencies and indicated revi- 
sions in stabilization plans, as pointed up by the tests, will receive early attention. 


VI. ForrmIgN TRADE 


New responsibilities were given to the Director of ODM by the so-called 
defense industries amendment to the Trade Agreements Extension Act of 1955 
(Public Law 86, approved June 21, 1955). The Trade Agreements Extension 
Act of 1954 (Public Law 464, 83d Cong.) had provided (sec. 2 (a)) that 
‘no action shall be taken pursuant to such section 350 to decrease the duty 
on any article if the President finds that such reduction would threaten domestic 
production needed for projected national defense requirements.” 
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Section 7 of the Trade Agreements Extension Act of 1955 amended the 1954 
act to make the Director of ODM responsible for advising the President when- 
ever he has reason to believe that imports are entering the United States in such 
quantities as to threaten to impair the national security. Under appropriate 
circumstances, the President is then authorized to adjust the imports to a 
level that will not threaten to impair the national security. 

The responsibilities added by these two acts relate to the maintenance of 
the mobilization base which is a primary concern of ODM under the Defense 
Production Act. The new responsibility imposed by the act of 1955 is more 
specific than that existing under section 2 (a) of the act of 1954. It also broadens 
the area of responsibility since its seope includes large areas of industrial 
activity which have not previously been a primary concern of ODM. The 1955 
act also broadens the basis of administrative judgment by specifying the yard- 
stick of a threat to impair “national security” instead of a threat to “domestic 
production needed for national defense requirements.” Finally, it provides 
the President with broad authority to take action deemed necessary to adjust 
the level of imports of any article to a level that will not threaten to impair the 
national security. 

Highlights of action taken in cases submitted to date are as follows: 

Oil.—As a result of a recommendation of the Presidential Advisory Committee 
on Energy Supplies and Resources Policy last year, we have requested oil im- 
porters to take voluntary, individual action to maintain a balance between their 
import programs and the level of domestic production which would make 
unnecessary any system of quantitative or other Government control of imports. 

During the spring the information furnished to ODM by importing companies 
and that available from other sources was again reviewed and evaluated. On 
the basis of this review, we wrote to the oil-importing companies on May 11, 
1956, communicating conclusions of the Presidential Advisory Committee that 
imports to date generally conformed with the recommendations of the Com- 
mittee; that import increases planned by some companies were a source of 
real concern; and that the Committee’s formula for determining reasonable 
imports of both crude and residual oil would be reexamined. 

A later review of the planned imports for the second and third quarters 
of 1956 disclosed sharp increases by a number of important companies. In a 
letter on June 26, 1956, we advised the companies of the Advisory Committee’s 
conclusion that cuts in planned imports would have to be made in order to 
achieve substantial conformity with the original formula. A study of July 
imports revealed that some reductions were made in response to this letter 
but that they were inadequate to achieve conformity with the formula. Accord- 
ingly, we again wrote the importers on September 7 urging them to make the 
necessary adjustments. Meanwhile, a hearing on a petition under section 7 
of the Trade Agreements Act was scheduled for October. 

Fluorspar.—F luorspar has been the subject of much study and considera- 
tion both in Congress and in other areas of Government over a period of 
months. The ODM has been evaluating the available data and developing 
additional information as needed. In order to assist the Director in reaching 
a conclusion as to whether the level of fluorspar imports is threatening to 
impair the national security, a public hearing was scheduled for September 13 
and later postponed to November 12, 1956, at the request of the industry. 

Watches and clocks.—A study of the defense essentiality of skills in the watch 
and clock industry is being conducted. Unlike the 1954 study, the investigation 
will include the nonjeweled industry. The study was undertaken at the request 
of the Director following the recommendation of the ODM Advisory Committee 
on the Watch Industry (established by DMO IV-3, January 12, 1955). It is 
being conducted by a consultant from a nonrelated industry. The United States 
Tariff Commission has made a review of this industry required under the 
escape-clause action taken in 1954, and its findings will be utilized when avail- 
able. The Department of Defense has obtained a great deal of production 
information from manufacturers of jeweled movements. This is now in the 
process of review and evaluation by the ODM, and the military departments 
are using it in developing the military requirements for full mobilization for the 
end items in question. Reports will also be received from the manufacturers of 
small parts not commonly considered horological. 

Cordage.—Following a review of reports from the Departments of Defense 
and Commerce, and on the basis of information assembled by ODM staff, a 
hearing was held on September 11, 1956, to provide opportunity for interested 
parties to present their views and to develop additional information to determine 
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whether there is reason to believe that imports threatened to impair the national 
security. 

Wool tertiles —The National Association of Wool Manufacturers petitioned 
for investigation of the wool-textile industry on grounds that (a) the wool- 
textile industry is essential to national security, (0) its production capacity 
has shrunk severely since World War II, (c) imports have contributed to the 
industry's contraction, and (d@) imports of wool textiles into the United States 
“threaten to impair the national security.” The petition has been referred in- 
formally to the Department of Commerce. The Department of Defense has 
also been requested to develop and furnish military requirements for wool textiles 
under full mobilization including blankets and blanketing, woolen and worsted 
yarns, woven industrial cloths, the wool grease byproduct known as lanolin, 
and other fabrics used in military and civilian apparel. 


APPENDIX 1 
Stratus oF COMPONENT STUDIES 


1. Twenty-nine studies are completed. 
(a) Six indicate capacity deficiency under full mobilization conditions: 


High-pressure steam boilers 

Turbines and turbine gears 

Open dies heavy steel and titanium forgings, section I. 
Closed die steel and titanium forgings, section II 
Blind rivets, structural type 

Actuators, ball-screw-type 


(b) Twenty-three indicate no capacity deficiency, based on currently available 
information : 


Fractional horsepower motors 

Integral motors and generators 
Transformers 

Switchgear 

Fans and blowers 

Actuators, other than ball-screw type for aircraft 
Panel fasteners 

Blind rivets, nonstructural type 
Internal wrenching bolts 

Locknuts 

Hydraulic couplings and torque converters 
Valves, except aircraft and plumbing 
Forged steel flanges and welding fittings 
Aircraft valves and fittings 

Stud-link anchor chain 

Switches, electric power and light type 
Switches, electronic type 

Automotive steering gear 

Automotive universal joints 

Automotive wheels, axles, transmissions 
Aluminum and magnesium forgings 
Large-size fasteners 

Close tolerance bolts and screws 


2. Twenty-eight studies are continuing satisfactorily. 
(a) Study groups chaired by Department of Defense: 


Study Estimated completion date 
rs plait sank abidn tater walerpncenn December 1956. 
Internal combustion engines (750 revolutions per 
IIIS oss atncsnccsctbeieennntabnnboaniapenecbaeainaaties June 1957. 

NET a degttthncrenmtienseiin ty begall-diuliaigne dbhikaalinaepet December 1956. 
a a ideals ieee an caanet cine geen Mle Do. 
Ce i eg reser tetramer erent epbeparanclben Do. 

Benchro And. Servo GeviCes.. . 42 n np sa atemnndiiree Do. 


| 
| 
| 
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(b) Study groups chaired by Department of Commerce: 





Study Estimated completion date 
Ball and wallet bes TIN ddtncitecemctinoucmnnim December 1956. 
Pumps, aircraft type and other high-pressure 

POT RUD ri wcities ence ceoiententionnnaahl Do. 
Pumps, oxcept. aizcralt......n.nc<cnesadmncusittibahs Do. 

CRO CNO TY ashi inemcn: none seentns February 1957. 
Internal combustion engines (over 750 revolu- 

thomas ei - MRS) acs cninccinns primeval December 1956. 
Internal combustion engines (750 revolutions per 

eiseenbe ea TOP) iccincss tin cscs nien nlaisinnlcciateniiiniachiiamaign April 1957. 
Actuators, ball-screw type for aircraft_____-___-__ December 1956. 
Blind: rivets, structural. type... ,.c0asesnane Do. 

Heat exchangers and condensers__-..----..--_-. Do. 
Open die heavy steel and titanium forgings, sec- 

Roma EIN oa scenes cncmeioa March 1957. 
Other steel forgings, section ITI__--_--_----____. December 1956. 
Other steel and titanium forgings, blades and 

buckets for jet engines, section IV___._.._..-_. Do. 
Aluiiineaut TP. is cece wen Do. 
Aluminum extrusions (5,000-ton presses)... Do. 

Chain and rope fittings...<.-.oU oe April 1957. 
Tackle blOGKS qn cnicincicncd ected Do. 

Heavy steel castings... esl al ecuwe December 1956. 
Ordnance castings, less than 1,500 pounds__----_ Do. 
Spherical plane bearings.....0..~.--.su..-Lsus Do. 
Watertight shipboard electric cable____..___.___ February 1957. 
Mieetraanhe: His nis bic einstein eerie December 1956. 
CUS hh ih heh ns ek cschenicinsieetiebaaae Do. 
Rew iia ks eB A he icici ceccktein Do. 

REG estes is sicsdcicsishiaelh einen cn cliaialiaaata ie alae Do. 


3. Five studies are inactive pending the development of satisfactory methods 

for estimating requirements and capacity: 

Gears: (a) Fine pitch; (0) machine tool; (c) mine, mill and commercial; (d) 
marine; (e) tank and automotive; and (f) aircraft. 

Permanent high-strength fasteners 

High-temperature and titanium bolts and screws 

Socket screws 

Aircraft instruments 


APPENDIX 2 
OpeN EXPANSION GOALS 


(as of September 15, 1956) 


Goal No. Title 
222 Aluminum forging facilities 
20 Chromite, chemical grade 
99 Heavy aluminum aircraft forgings 

206 Laboratories, research and development (defense) 

187 Manganese ore, battery and chemical grade 

198 Medical supplies and equipment 

64 Mercury 
16 Nickel 
226 Oil and gas pipelines and petroleum storage facilities 
(specific defense programs) 

5 Power facilities for military, atomic energy and defense related needs 
224 Production facilities for military and atomic-energy procurement 
227 Roll-on, roll-off ships 
176 Scientific instruments 
178 Selenium 

76 Steam boilers 
74 Steam turbines 


Notre.—Total of studies is 62 rather than original 60 because of split of the open-and- 
closed-die studies. 
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181 Steel castings 
228 Synthetic mica 
27 Oceangoing tankers 
134 Tapered aluminum sheet 
215 Titanium melting facilities 
223 Titanium processing facilities 
91 Welded aluminum tubing 
148 Aircraft commercial’ 
207 Alkylate’ 
177 Aluminum, sheet and plate’ 
212 Heavy steel plate’ 


SUSPENDED GOAL 
4 Taconite’ 





DEPARTMENT OF COMMERCE 


THE SECRETARY OF COMMERCE 
Washington, October 3, 1956. 
Hon. Pavut Brown, 
Chairman, Joint Committee on Defense Production, 
House of Representatives, Washington, D. C. 


Dear Mr. Brown: There is transmitted herewith the annual report of op- 
erations of the Department of Commerce under the Defense Production Act 
which you requested in your letter of August 3, 1956. 

If we can be of any further assistance, please do not hesitate to call upon us. 

Sincerely yours, 
WALTER WILLIAMS, 
Acting Secretary of Commerce. 


BUSINESS AND DEFENSE SERVICES ADMINISTRATION 
(Calendar year ending September 30, 1956) 
AUTHORITY AND RESPONSIBILITIES 


The Business and Defense Services Administration was established on Oc- 
tober 1, 1953, by Department of Commerce Order No. 152 (18 F. R. 6503), as 
amended October 14, 1953 (18 F. R. 6791), and August 12, 1955 (20 F. R. 6263). 
It succeeded the National Production Authority which was abolished by the 
same order. By Department of Commerce Order No. 152, the Secretary of 
Commerce delegated to the Administrator of the Business and Defense Services 
Administration the authority and functions vested in the Secretary under 
the Defense Production Act of 1950, as amended and extended (except with 
respect to the use of transportation facilities and in connection with the 
creation of new agencies within the Department of Commerce). The functions 
and authority thus assigned to the Business and Defense Services Administra- 
tion are derived from and are more fully described in the following documents: 
Executive Order 10480 of August 14, 1953 (18 F. R. 4939), as amended; De- 
fense Mobilization Order I-7 of August 14, 1953, as amended (18 F. R. 6736, 
18 F. R. 6737) formerly Defense Mobilization Order 30 (18 F. R. 5366) ); De- 
fense Mobilization Order I-8 of February 10, 1954 (19 F. R. 875) ; and Defense 
Mobilization Order VII-5 of October 7, 1953 (18 F. R. 6408), as amended. 

Defense Mobilization Order I-8 referred to above assigns to the Secretary 
of Commerce certain responsibilities which, except as noted earlier, have in 
turn been delegated by him to the Administrator of the Business and Defense 
Services Administration. These duties are founded in large measure upon 
the Defense Production Act of 1950, as amended, although in part they de- 
rive from other closely related defense and national security measures falling 
within the overall responsibility of the Director of the Office of Defense 
Mobilization, viz, the National Security Act of 1947. as amended, and the 
Strategic and Critical Materials Stock Piling Act. The responsibilities thus 





2 Filled goals in process of closing. 
2 Subject of special study by Department of the Interior. 
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vested in the Business and Defense Services Administration are described 
in paragraphs 2.a.2.g. of Defense Mobilization Order I-8 as follows: 

“a. Current administration of the priorities and allocations program under 
title I of the Defense Production Act. 

“b. Development and maintenance of a simplified production control system 
including the necessary supporting orders and regulations for use in event 
of stepped-up or all-out mobilization; cooperation with the Office of Defense 
Mobilization and other appropriate agencies in planning other distribution 
controls related to those under his jurisdiction. 

“ec. Development of estimates of defense-supporting and civilian requirements 
and of the materials and facilities needed to supply those requirements under 
eonditions of a stepped-up or all-out mobilization; and the preparation of 
detailed studies and analyses of potential mobilization deficiencies for such 
items together with the problems involved in meeting them. 

“d. Analyses of the problems involved in maintaining an adequate mobiliza- 
tion base in defense-supporting industries and@ recommendations regarding 
necessary programs. 

“e, Current activities relating to the expansion of productive capacity and 
supply; recommendations for the establishment or modification of expansion 
goals and the programs needed to meet those goals in order to overcome de- 
ficiencies in the mobilization base; screening and making recommendations 
on requests for rapid tax amortization and for loans and procurement con- 
tracts under the Defense Production Act and maintaining the records re- 
quired to measure progress in achieving expansion goals. 

“f. Provides the Office of Defense Mobilization with estimates of require- 
ments of industrial consumption in connection with the stockpiling of strategic 
and critical materials. Assists the Office of Defense Mobilization in formulat- 
ing plans for the stockpiling of strategic and critical materials and, to the 
extent necessary, in the acquisition of such materials and the expansion of 
domestic sources of supply. 

“es Guidance and leadership to industry in the development of plans and 
programs to insure continuity of essential production in event of attack; identi- 
fication and rating of: facilities, including materials, products, processes and 
services, based on the relative importance thereof to military and defense- 
supporting production and the essential civilian economy. 

[Guidance to local dispersion committees; and the review and approval of 
local dispersion programs (par. 2.h. of DMO I-8) was assigned to the Office 
of Area Development of the Department of Commerce by Department of Com- 
merce Order No. 164 of August 10, 1956, 21 F. R. 6719.] 


ADMINISTRATIVE DEVELOPMENTS 


The present. organization structure of the Business and Defense Services 
Administration consists of an Administrator and his staff officers; the Office of 
Small Business, Office of Technical Services, and Office of Distribution; 25 
industry divisions; and the Office of Field Services. During the period covered 
by this report the program of the Office of Area Development increased in scope 
and importance to the extent that it was given the status of a primary organi- 
zation unit of the Department and was removed from the Business and Defense 
Services Administration. 

Continued emphasis has been placed on giving full support to the current 
military and atomic energy programs as authorized under the Defense Pro- 
duction Act of 1950, as amended, and on longer range industrial preparedness 
programs, responsibility for which has been delegated to the Business and De- 
fense Services Administration by the Office of Defense Mobilization. The total 
staffing for carrying out the defense production and mobilization programs has 
continued to remain the same. 


PROGRESS ON CURRENT DEFENSE PRODUCTION PROGRAMS 


Special assistance for military and AEC programs 

During the year ending September 30, 1956, the Business and Defense 
Services Administration processed 11,328 special assistance cases having a dollar 
value of $826,252,308. 

These figures represent an increase of 64 percent in the number of cases and 
52 percent in dollar value over the calendar year ending September 30, 1955 
when 6920 cases having a dollar value of $215,345,563 were processed. 

84614—37——-7 
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This increase is the result of the accelerated demands of the Department of 
Defense in support of their radar, aircraft, and guided missile programs and 
the increased requests from Canada in support of their military and atomic 
energy programs. 

There has been a steady increase in the volume of cases processed since the 
third quarter of 1954 and from present indication the current level of more 
than 800 cases a month will be maintained for at least another year due to the 
heavy civilian demands which are ever-increasing competition with the defense 
prozrams at the supply level. 

The major areas of tight supply which continue to require special assistance 
are metalworking equipment, electronic equipment, scientific instruments, 
electrical equipment, high-alloy metals, general industrial equipment and 
structural steel, all of which are urgently needed for the guided missile, radar 

varning lines, and jet aircraft programs. 

The breakdown covering the special assistance cases processed in the calendar 
year ending September 30, 1956, is shown on the accompanying table below. 


Special assistance in support of militury and AEC programs (calendar year 
ending Sept. 30, 1956) 

















Cases Value 

— —_— anasans 

Directives and DX ratings: | 
SUING EE TRIG os is os Sek oad kde oe ee | 14,47 $214, 156, 666 
ee ee ee ee ey 2312 7, 837, 795 
aah lala daeeece ad anne aaa a | 83 249, 356 
ST NRG eo neritic ane Salbadigt tus £pimetnne dbase tkm wn tasnatt bpm 24 233, 645 
Ot tite ait ictenien sahachainth dceualabiadnaactiicinaindebataadte 4, 889 |__ aaa 222, 477, 462 
Priorities (DO ratings): 03 P oLiesmnat 
nen 20 bots ols we tli dl aetih baie ee * | 79, 579, 090 
CN a8 8 od Shiai tinlienats owed danmipnmintmdadeispmmricns Meteg aba 3, 874, 738 
Private (D-program)______ ee aes ee ere ee ee 15 1, 504, 532 
dell hdl tle khe bth a cheickowapistichikicled =dcpeb es itbitiancdin bdndee | 499 | 84, 958, 360 

DMS (controlled materials): bia vy. “| = ONE 

Coen ucsneen ey 0 oS aon... cb dada densbeckacilandbiveasld } 375 | a — 771 
Canadian Atomic Energy -_ Se ash netlt iil athe birt tent ikea 50 | 1, 727, 590 


ee a ae ee eae 11 3 245, 288 





Foreign (mutual assist: eet ee, See ee) 6 | 120, 915 
Private (defense support) D__.........-.-_..._---. wigs tdithnchohtceicauelh | 91 | 8, 633, 922 

I a a 533 18, 816, 486 
Interim actions (M-41)____. Sei I er ae 3, 756 | ae 0 
Allocation and production Giese isis OLA 1, 705 | 0 
CN a a a a i sca Oh Sle eines ee Rakesh alan 3 5, 461 0 
I kin ED Ehret viii n Catabbetidiide bbs dock 11, 382 326, 252, 308 


1 Includes 980 cases for which no value was available. 

2 Includes 47 cases for which no value was available. 

3 Production schedules and allocation directives value not involved. 

4Estimated. Since this report covers period ending Sept. 30, 1956, the volume for the second half of the 
third quarter 1956 was arrived at by doubling the volume in the first half. 


Operations affecting basic materials 


Iron and steel_—All iron and steel requirements of the defense program were 
met in full throughout the first three-quarters of the period covered. During 
these quarters production set-asides were adjusted as required, to provide full 
coverage of changing defense needs, and special assistance to expedite deliveries 
against defense orders was provided wherever necessary. 

A 5-week steel strike beginning July 1 resulted in a loss of about 10 million 
tons of ingot steel, but did not affect to any knowledgeable degree the satisfac- 
tion of steel requirements for defense. In order to minimize the effect of the 
strike on the defense program the BDSA took certain actions covered in the 
section on the defense materials system, page 24. In support of these actions 
production set-asides on the fifty-odd mills which continued in operation were 
increased. 

Clarifications in procedures were made, effective in April, which enable non- 
integrated steel producers to receive ingots and/or semi-finished steel for use in 
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meeting defense orders. These requests for semifinished steel now carry an 
“FC” symbol with the status of an authorized control material order. This 
change enables integrated producers to obtain nickel and other raw materials 
required to fill such orders. 

Nickel alloys were added to the list of controlled materials, effective the fourth 
quarter 1956, as described under defense matedials system, page 24. Report- 
ing forms were developed for the collection of data on shipments of nickel-bear- 
ing materials (alloy steels, stainless steels, and nickel alloys) against defense 
orders, by DMS program symbols, to begin October 1956. 

The current order controlling the production and distribution of fron and 
steel (BDSA Order M-1A) is being reviewed with the purpose of clarifying the 
rules and to provide a better basis for transition to an emergency control system 
if and when required. 

The importance of iron and steel scrap as a raw material and the necessity 
of obtaining additional information to aid the Government in its policy deter- 
minations with respect to such matters in export contro] and mobilization plan- 
ning led the Congress in June to direct the Department of Commerce to “make 
a compltte survey of the iron and steel scrap available and potentially available.” 
This survey will be made by an outside research organization under the general 
direction of full-time BDSA employees. A supplementary survey, whose find- 
ings will become a part of the overall survey, will cover prompt industrial scrap 
only. This survey, to be conducted by questionnaire through the facilities of the 
Bureau of the Census, will obtain information on the generation of scrap by 
iron and steel consuming industries as related to their usage of these metals. 

A new study of full mobilization requirements for steel was begun in con- 
junction with other Government agencies, under the general supervision of the 
Office of Defense Mobilization. BDSA’s principal responsibility in this study 
concerns the steel industry's ability to meet estimated mobilization requirements. 
In this connection, preliminary work was done on steel supply estimates for the 
mobilization period. 

Because of the increasing demand for nickel and the limited availability, the 
Defense Mobilization Board requested the Department of Commerce to review 
the procedures for distribution of nondefense nickel for producers and suppliers. 
The Office of Defense Mobilization requested a survey of defense rated orders 
be made for selected months of 1955 and 1956. Appropriate action has been 
taken on these requests and analyses of the information is underway. 

In accordance with section 712 of the Defense Production Act of 1950, as 
amended (sec. 3, Public Law 632, 84th Cong.) an interim report has been pre- 
pared on the production, distribution, and use of nickel. This interim report, 
as required by law, was submitted on August 15, 1956, to the Secretary of the 
Senate and the Clerk of the House of Representatives. The report indicates 
that the producer-suppliers are maintaining equitable distribution of nickel for 
nondefense purposes and is available for reference and study. The final report 
is due December 31, 1956. 

Copper.—During most of the period covered by this report the copper-supply 
demand situation was so tight that deliveries of refined copper to Government 
account were authorized to be deferred and diverted to industrial consumers. 
Table below shows the extent of such diversion by quarters. 


U. 8. Government-owned or contracted-for refined copper diverted to industry, 
October 1955 to September 1956 


[In millions of pounds] 





1955 1956 
Item Total 
4th Ist 2d 3d 
quarter | quarter | quarter | quarter 

From scheduled deliveries: 

A IIE cic dicntiinn o dnecthvahieinbediiinaeniialiameeal 4.5 6.1 _ § eS ee 15.4 

TO DE A MVOGOFY. ....n.cionccocdubandibacunnc 6.9 26 3c ue bias 8.9 

Sales from DPA inventory... -....2...-......--...-. 11 4.2 ic wncindninn tikilide ated 5.3 

TN neat nan | 125] 128] Ri lacie 29.6 

| i 


| 
! 
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During the year ending September 30, 1956, there were 90 formal directive 
actions taken in response to requests for special assistance under the defense 
materials system. Forty-one cases were settled without the issuance of formal 
directives on the producers of copper controlled materials, 

BDSA Order M-114 has been amended three times in the past year to assure 
acceptance of rated orders and to equalize the order load on the mills and 
foundries for each of the controlled material forms. 

Deliveries for direct defense during the past year, fourth quarter 1955 
through third quarter 1956, amounted to about 124 million pounds (metal weight) 
of copper controlled materials, in comparison with total deliveries for all pur- 
poses of approximately 5,172 million pounds. 

A phasing of scheduled deliveries of refined copper to Government account 
was planned with the concurrence of ODM in order to minimize the impact on 
industry. The schedule calis for delivery of 11,350 short tons before September 
30, 1956, which includes some repayment of previously deferred deliveries. 

There were four applications for tax amortization certificates on which action 
has been taken. 

The Copper Wire Mill Facilities Survey to determine capacity for mobili- 
zation purposes is in process, the forms having been mailed out for return on 
or before September 30, 1956. A special study was prepared on beryllium-copper 
master alloy showing 5-year mobilization requirements and equivalent tons of 
beryl ore required for the production of beryllium oxide, which is processed into 
beryllium metal. A memorandum was prepared outlining production equip- 
ment, tools or processes required in the manufacture of oxygen-free high con- 
ductivity refined copper. 

Aluminum and magnesium.—In the year ending September 30, 1956, BDSA 
made quarterly determinations of aluminum set-asides for military and AEC 
programs under the defense materials system. Such set-asides amounted to 147 
million pounds for the period October-December 1955, to 145 million pounds for 
January-March 1956, to 150 million pounds for April—June 1956, to 142 million 
pounds for July-September 1956, and 146 million pounds for October-December 
1956. These set-asides include aluminum for indirect military use in addition 
to direct military programs. Because of the entry of new companies into the 
industry and the changing structure of the industry since 1952, revisions in the 
set-aside procedure have been recommended in order to bring them more into 
line with current industry operations. Instead of using the fourth quarter 1952 
as a base period as now required by Order M-—5A, it has been recommended that 
a current base period, to be revised each year be used. It has also been recom- 
mended that foil and powder be returned to the list of controlled materials and 
that castings and forgings also be made controlled materials. Other revisions 
in Order M-—5A have also been recommended in order to make the procedures 
more automatic and flexible. 

In the fall of 1955, in the light of the continuing high level of civilian demand 
and the prospects for increased industry capacity to produce more aluminum in 
the future, it was recommended that there be no stockpile call for the first half 
of 1956. On November 9, 1955, the ODM announced that no calls would be 
made for the first half of calendar year 1956 and also announced that delivery 
of 25,000 tons scheduled for the fourth quarter of the calendar year 1955 need 
not be made until April 30, 1956. Subsequently, in response to a BDSA recom- 
mendation, ODM on February 23, 1956, reduced this call from 25,000 tons to 
11,000 tons, for delivery to the United Kingdom and extended the due date to 
May 31, 1956. On May 17, 1956, ODM announced that no calls would be issued 
for the second half of 1956. These actions were taken by ODM in order to make 
more metal available to industry to meet the increasingly high level of demand 
and were made possible because the stockpile objective has been reduced in view 
of the expansion of industry capacity under way and planned. The minimum 
stockpile objective bas been reached, although not the maximum. 

The expansion planned by the existing primary aluminum producers was to 
be constructed without any Government assistance. In addition, projects 
planned by two new prospective producers were to be constructed with some 
Government assistance. These 2 projects had received certificates for accel- 
erated tax amortization, and in addition the GSA signed a contract with 1 (on 
September 13, 1955) providing for a guaranty by the Government of 5 years’ 
production (270,000 tons) and providing also for a loan guaranty and advance 
payments, if desired. On September 22, 1955, ODM announced that further 
Government assistance in creating additional capacity for primary aluminum 
was no longer warranted and the expansion goal, which called for 1,746,000 tons 
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by 1955, was being closed because prospective capacity, including capacity under 
construction and planned, exceeded the goal. 

There remained five open expansion goals in aluminum: No. 91, welded 
aluminum tubing; No. 99, heavy aluminum aircraft forgings; No. 134, tapered 
aluminum sheet; No. 177, aluminum sheet and plate, producing and heat-treating 
facilities; and No. 222, aluminum forging facilities. These are being reviewed 
to determine if their continuance is necessary. During the year BDSA made 
recommendations to ODM on applications for certificates of necessity, as well as 
on time extensions and amendments for existing certificates. 

Detailed studies of plant facilities and capacities in various aluminum’ and 
magnesium products were prepared for the Industry Hvaluation Board for use 
in evaluating the importance of individual plants. 

During the year a number of directives were issued to schedule the operation 
of certain critically needed pieces of equipment producing special items for 
defense programs. 

Special component studies in the fields of aluminum forgings and extrusions 
were being carried out, in collaboration with ODM and the Department of 
Defense, in order to determine the adequacy of existing equipment to produce 
the items needed in mobilization. It was expected that these studies would 
be completed before the end of September 1956. 

A comprehensive survey on the aluminum industry in the United States and 
other countries has been prepared for ODM to serve as a base book. This 
survey is being printed and will be made available to the public through the 
Superintendent of Documents, Government Printing Office. 

Aluminum scrap exports have been subject to quantitative quota licensing in 
view of a continuing short supply and the necessity for maintaining a proper 
mobilization base. Scrap export quotas during the year were established as 
follows: fourth quarter 1955, 4,000 tons; first quarter 1956, 6,000 tons; second 
quarter 1956, 4,000 tons; and third quarter 1956, 4,000 tons. The quota for the 
fourth quarter 1956 is under consideration. Aluminum in crude form (primary 
and secondary) has not been subject to quantitative quota control since the 
domestic producers exercise control themselves over their shipments of such 
metal. The open-end licensing of crude metal enables the Bureau of Foreign 
Commerce to exercise the necessary surveillance over the export movement. 

In magnesium, detailed analyses were made of prospective mobilization sup- 
ply and demand for use by ODM in determining the adequacy of existing ca- 
pacity and the existing stockpile. This matter is still under consideration. 

Miscellaneous metals and minerals.—The distribution controls on titaniwm 
mill products, provided by the scheduling feature of order M—107, were working 
satisfactorily during the 12-month period, despite the increase in demand for, 
and production of, these items. These same controls will be of invaluable aid 
during the coming weeks as the industry recovers from the loss of a month’s 
production because of the steel strike (the metal is rolled on steel-mill equip- 
ment). Additional melting and fabricating facilities are being installed to 
meet rapidly rising demand. 

Requirements for hafnium-free zirconium, which is used in atomic reactors, 
appear to be expanding also. Contracts recently let by AEC for procurement of 
the metal should resuit in sufficient production capacity to meet the currently 
foreseeable demand. 

Crushing bort and diamond powder were in relatively tight supply during the 
period under review and quantitative restrictions on exports continued in 
effect. Pursuant to conferences with the Department of Agriculture, that 
agency announced early in 1956 that in line with Commodity Credit Corpora- 
tion’s policy of effecting the acquisition of materials through barter with the 
least possible effect on the market and on supplies available to industrial users, 
it did not plan for any further acquisitions of crushing bort during the year. 

Stockpile objectives for strategic qualities of mica block and film remained 
far from completion despite some improvement during the year in the rate 
of acquisition of these materials by the stockpile. In line with BDSA’s recom- 
mendations, a Government-financed research program was started to develop 
a mica substitute for use in strategic applications; an expansion goal for a 
supply of synthetic mica or other material proved to be substitutable for stra- 
tegic natural muscovite block and film mica was established January 12, 1956. 

Exports of mercury were controlled for security reasons, whereas in the pre- 
ceding 12-month period they were controlled for short supply. reasons, 

The demand for selenium continued in excess of available supply and exports 
continued under a strict quantitative quota. In view of the tight supply situa- 
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tion, a press release was issued on November 8, 1955, stressing the urgency for 
the recovery of selenium from discarded rectifiers and it is believed that this 
release received the attention of most persons interested in selenium. The 
published producers’ price for commercial grade selenium increased from $9 
to $10 per pound to $13.50, effective February 1, 1956. 

Unexpected increases in demands for tantalum and columbium appeared dur- 
ing the year and developed to an extent which exceeded production capacity. 
A million dollars are being expended for expansion of existing facilities and 
over $6 million are to be spent in construction of a new plant. Most of the 
increased demand has come from the Department of Defense and the Atomic 
Energy Commission, for electronic and nuclear energy equipment. 

Supplies of tin, lead, and zinc have been ample during the last 12 months, with 
mine production of zinc up about 5 percent; lead approximately the same in 
1955. The Government long-term stockpile purchase program for domestically 
mined lead and zinc is still in effect augmented by purchases of foreign zine and 
lead through the barter program. Consumption of zinc has been lower due to 
the inactivity of the automotive industry and the steel strike. Tin and lead 
consumption has held to the 1955 pattern. 


Machine-tool program 


1. Reopening of machine tool tax amortization goal No. 123.—The Secretary 
of Commerce on April 14, 1955, transmitted to the Director, ODM, the BDSA 
study, report and recommendations of critical machine tools. The report 
revealed that critical productive-capacity deficiencies were found to exist in 15 
metal-cutting machine-tool categories. Subsequently, on September 29, 1955, 
Defense Mobilization Order III-1, supplement 1, was issued detailing the criteria 
to be employed in determining tax amortization needs. 

During the past year, on the basis of DMO III-1, supplement 1, BDSA reviewed 
and evaluated the estimated metal-cutting machine-tool requirements of the 
military in terms of available capacity data and concluded that it would be in 
the interest of national defense to reopen tax amortization machine tool goal 
No, 123. 

On May 29, 1956, the Secretary of Commerce wrote to the Director, ODM 
requesting that goal No. 123 be reopened. On June 14, 1956, the Director, ODM, 
replied requesting that a comprehensive paper be prepared on the subject and 
developed following the format customary in presenting such matters to the 
Defense Mobilization Board. In accordance with this request several discussions 
have been held with the Department of Defense and Defense officials have 
recommended that the preparation of the final papers be postponed until the 
new mobilization requirements were available. It was estimated that the new 
mobilization requirements would be available by the first week in October 1956. 
Upon receipt of these requirements the Department of Commerce’s recom- 
mendations relating to the reopening of machine tool tax amortization goal 
No. 123 will be prepared and forwarded to the Director, ODM. 

2. Management of facilities expansion programs—(a) The Korean pool order 
program.—During the past year, through the combined efforts of the machine- 
tool industry, the Government’s liability under the Korean pool-order program 
was substantially reduced. This program has been acclaimed as very successful 
and is presently being employed as a model in the development of similar 
mobilization programs. Originally 112 machine-tool pool-order contracts cover- 
ing 94,225, with a dollar value of $1,425 million, were placed with machine-tool 
builders. 

As of the latter part of 1955, 93,634 units, having a dollar value of approxi- 
mately $1,417 million had been sold to private industry. During the past year 
the machine-tool industry, in cooperation with BDSA, was instrumental in selling 
approximately 91 machine tools for which the Government was reimbursed in 
the amount of $1,050,000. Thus, of the original program only 500 units remain 
unsold. The cost of these tools to the Government approximates $7 million 
or less than one-half of 1 percent of the Government’s original liability under 
the program. 

(b) Facilities lease contracts program.—During the past year BDSA has 
been most active in closing out the facilities lease contracts program. The 
facilities lease contracts program was established as part II of the machine tool 
program in 1951, with its cost first estimated at $39 million and later increased, 
as of September 1951, to $50 million. During 1951-52, 123 facilities lease con- 
tracts were written involving approximately 2,500 machine tools, with all but 
1 covering the term of 5 years. During the period 1951 to January 1956, 37 
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contracts were canceled or terminated, leaving in existence 88 facilities lease 
eontracts. The termination dates for these contracts are as follows: 22 in 
1956; 57 in 1957; and 9 in 1958. As the objective of this program has been 
almost entirely achieved, efforts have been made throughout the year to cur- 
tail the leasing activities connected with it. Approximately 30 partial termina- 
tions were made and 14 contracts were wholly terminated. Five hundred 
seventy-five leased tools were sold to the lessees; thus substantially maintain- 
ing the expanded capacity of these builders. 

In view of the fact that the majority of the contracts entered into under this 
program were approaching their termination dates, the GSA, after consultation 
with BDSA, sent letters to all facilities contractors outlining the Government’s 
intention not to extend the contracts beyond their expiration dates. These 
letters also suggested that the needed replacements of production equipment 
should be made prior to the expiration dates. As a result of these letters a 
number of contractors have purchased the leased tools from the GSA, and a 
substantial number of contractors are making definite plans to purchase their 
leased items prior to the termination date of their contracts. 

38. Leasing of Government-owned production equipment.—(a) Leasing for non- 
defense production.—A number of requests for the leasing of Government-owned 
production equipment for nondefense production have been declined. During 
the past year the Department of Defense submitted 11 such requests to ODM, 
The Department of Commerce was requested to review and make recommenda- 
tions on these 11 requests. In all instances, the Department of Commerce 
could find no justification to acquiesce in leasing for nondefense purposes; how- 
ever, it was recommended in 10 instances that contractors be allowed reasonable 
time to replace the Government-owned items. 

(b) Uniform procedures for the leasing of Government-owned production 
equipment.—During the past year, the Deparment of Commerce, as a member 
of the Interagency Tool Group, established by the Director of ODM, has been 
active in assisting in the development of a uniform lease rental program for 
the Government. A comprehensive study of leasing rates being charged by 
private industry and Government agenci. was forwarded to the Interagency 
Tool Group for their consideration. In addition, the Maritime Administra- 
tion’s leasing procedures were also forwarded to the Interagency Tool Group. 
During recent weeks, representatives of the Department of Commerce, Office of 
Defense Mobilization, and Department of Defense discussed the present status 
of the uniform lease rental activities and it was decided that further action be 
withheld pending the receipt by the Office of Defense Mobilization of the De- 

artment of Defense leasing study. Upon receipt and review of this study, the 
Interagency Tool Group will meet to develop and formulate appropriate recom- 
mendations regarding uniform lease rental procedures. 

4. Administration or order M—41.—During the past year, as the supply and 
demand factors for the types of machine tools listed in exhibit B of order M-—41 
became more in balance, a determination was reached that the quarterly filing 
of order boards by the builders was no longer necessary and thus form BDSAF-62 
“Metalworking Machines, Manufacturer’s Order Board” was discontinued as of 
July 1, 1956. 

The military departments and the Atomic Energy Commission, during the 
year, submitted 117 formal requests for improved deliveries which were handled 
by 47 directives, 15 diversions, 3 ratings, and 52 informal actions. In addition, 
over 100 informal requests were received from Government agencies and de- 
fense-supporting industries for improved deliveries in connection with the mobili- 
zation programs. In all instances these later requests were successfully handled 
on an informal basis. 

5. Management of the defense mobilization production equipment inventory.— 
During the period October 1955-September 1956, 105 items of production equip- 
ment were added to the GSA segment of the inventory and 40 items were trans- 
ferred to active status, leaving the current net inventory at 372 items, having 
an acquisition value of $7,394,842. The net inventory as of October 1, 1955, 
contained 307 items valued at $5,179,109. 

No additions or deletions were made to the United States Maritime Administra- 
tion segment of the inventory which contains 958 items of production equipment 
having a value of $3,253,817. 

During this period the Atomic Energy Commission has reported 86 items of 
equipment and transferred to active status 1 item. The current net inventory 
contains 85 items having a value of $2,868,288. 
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As provided in ODM Order VII-1-B, BDSA’s Metalworking Equipment Divi- 
sion working with representatives from the GSA, ODM, AEC developed and 
published procedures to guide the management and operations of the Defense 
Mobilization Production Equipment Inventory. The procedures were formally 
distributed to the reporting agencies on January 30, 1956, and have proven most 
satisfactory for interagency operations. 

6. M-Day machine tool trigger contract program.—BDSA is successfully con- 
cluding the first phase of the M-Day machine tool trigger contract program. 
During the past year, the ODM certified to the GSA a reserve of funds in the 
amount of $21 million for financing the program. The ODM, on the basis of 
their own review, determined that funds of $21 million would support a pro- 
gram of approximately $256 million. On the basis of the formula used by BDSA 
which is based on the actual experience of the pool order program during the 
Korean emergency, it is estimated that funds in the amount of $21 million would 
support a program in excess of $400 million. On this basis it is hoped that after 
the initial phase of this activity it may be possible to enlarge the overall level 
of this operation so as to permit the bringing in of additional builders in an 
effort to meet the original objectives of the project. 

On the basis of discussions with ODM, GSA, and industry representatives, 
the Division has completed 60 trigger contracts. The GSA has forwarded these 
contracts to the machine tool builders for their acceptance. An additional 21 
schedules A listing the types, quantities and values of the tools to be included 
in the individual contracts have been completed and are presently being re- 
viewed by appropriate Government agencies. 

The 81 trigger contracts completed, or in process of completion, will cover 
approximately 15,500 general purpose machine tools of the most modern types, 
having an acquisition value of $240 million. The $256 million ceiling placed 
on this program by ODM will thus permit only a few additional contracts to be 
developed under the initial phase of this program. 

Discussions with ODM in the near future are planned to consider the possi- 
bility of enlarging the overall level of this activity in an effort to meet the 
original objectives of the program. 

7. Long lead-time machine tool program.—During the year numerous dis- 
cussions were held with representatives of ODM regarding the progress of the 
long lead-time machine tool program. As a result of these discussions data is 
being developed regarding the types and sizes of “elephant” or near “elephant” 
tools needed to build “elephant” tools. In the preparation of this data direct 
discussions are being held with industry to obtain their recommendations and 
counsel. The results of this review are planned for presentation to the ODM 
by the early part of the fourth quarter 1956. 

8. Procurement of machine tools from foreign sources.—During the second 
quarter of 1956 BDSA was advised that the Air Force was contemplating. pur- 
chasing 15 machine tools (radial drills) from foreign sources. This was to be 
the third series of such purchases. During 1955 the Air Force purchased 45 
radial drills from England and 25 shapers from Italy. The Secretary of Com- 
merce, in 1955, wrote to the Director of ODM and the Secretary of Defense 
stating that it was the opinion of the Department of Commerce that the pro- 
curement of machine tools from foreign sources was not in the interest of na- 
tional defense. Subsequently a number cf discussions were held on this subject 
und an interagency group was established to study questions on the Government 
purchase of machine tools from foreign sources. 

On April 27, 1956, the Acting Director, ODM, wrote stating that “* * * we 
would have no objections to any informal arrangements you may wish to make 
with the procurement agencies for prior consultations.” 

Thus, on June 13, 1956, the Division discussed with the Deputy Assistant 
Secretary of the Air Force for Materiel Programs the latest proposal to procure 
machine tools from foreign sources. The Division detailed reasons why foreign 
procurement is not in the interest of national defense and pointed ont that the 
radial drill segment of the machine tool industry had an average backlog of only 
3 to 4 months. 

Subsequently the Division was advised that the Air Force had been able to 
take care of their present radial drill requirement from other sources and that 
they were no longer contemplating the purchase of the 15 radial drilis from 
foreign sources. 


Tax amortization and expansion goals 


During the past 12 months the industry divisions of BDSA will have con- 
sidered and will have made recommendations to the certifying authority (ODM) 
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on approximately 1,029 tax amortization cases. Of this number approximately 
512 will have been new cases filed under expansion goals currently considered 
in the open category. Requests for rapid amortization are concentrated in 
those areas relating directly to national defense. 

A considerable number of goals were closed during this period, however, 16 
expansion goals remained open and in the active category at the close of the 
year. 

During July 1956 a survey was initiated to determine the status as of June 
80, 1956, of projects which have been granted certificates of necessity pur- 
suant to recommendations made by the industry divisions of BDSA. Based 
upon the results of this survey recommendations will be made to ODM with 
respect to the continuance, reopening, or establishment of expansion goals. 
Stockpile activities 

Although the activity of the Department of Commerce with respect to the 
development of basic information necessary to the conduct of the stockpile 
program is a continuing operation, the following activities are the highlights 
of the period October 1, 1955, to September 30, 1956. 

Basic data sheets were completed as follows: 


MGB is, ib ee beh eb bed SA ee ee May 17, 1956 
TTA cin ncesi-xiscivsatvavessieshis esi abies cdi ante ioipieeidc seit: ea Jan. 31, 1956 
ae Bl elspa (tir danse nda Sve ioh calidad Ap ha SU LEELA NS ca sieaieeh ea Jan. 25, 1956 
PIRI i bi ieee ln SLi eae ER eee Oct. 6, 1955 
Celestite de vacciaidbbrebdindseigth« aibhiekd Sethi gididicdc Abe ditha Laie hte lias Le Dee. 14, 1955 
Fluorspar, acid (interim) Lda iicentnite belle chubadbhibekienh st AN is Apr. 13, 1956 
Hyoscine_ Siig deel Leip tid 5 Saicladoem i hdlal mids haar ET a ee cecall Apr. 10, 1956 
FOCI NG ik. HL eee ee Do. 
BOWIE TOO certs tical netstat htc ea Jan. 20, 1956 
Magnesium_ soled Sedat eb Ae ih oa ite Gre is seme Le eee Oct. 4, 1955 
Platinum group met: ils (iridium, palladium, platinum) — ~~~ Apr. 6, 1956 
Pyrethrum.. 24.20 Lcthand dele one5 ui cvevict labia bcbikted aed --.. Apr. 10, 1956 
C(etnidive sii oc a a ee a Do. 
BE UR ig ccsiscesnicgsesintistinbc pic panini saiip cosieberadiontilenahlle SoA Jan. 13, 1956 
POUUOR oo oe eh a Se es ee Jan, 19, 1956 
Sapphire and Pu F cic. .ct died nk als 5 Jan. 31, 1956 
PEIN cn seosn oss cestagpnainhericndinetiateonsandeaieah ne TE ee Feb. 10, 1956 
Geerm: of 2525 ue lt. bitte ee ses ee May 17, 1956 


BDSA formulated and supported recommendations before the Defense Mobili- 
zation Board for the release of material from delivery to the stockpile in favor 
of delivery to industry. This was necessary in the case of aluminum, copper, 
and nickel wherein industrial demands exceeded supplies available for various 
reasons, including increased defense demands, provision for assisting flood 
damaged areas and a generally high level of economic activity. 

Recommendations was made to ODM that copper previously deferred from 
delivery to Government account and scheduled to be restored to stockpile and 
DPA inventories by June 30, 1956, be extended to December 31, 1956. This 
was approved by ODM with the provision that the Department of Commerce 
recommend a plan for rephasing such deferred deliveries to minimize the im- 
pact on industry. In accordance with this plan it has been determined that 
approximately 11,000 tons of copper will be delivered to the stockpile during 
the third quarter. This includes repayment of copper previously deferred as 
well as ¢ opper c urrently scheduled for delivery to the stockpile. 

BDSA reviewed the proposed emergency basic materials procurement regu- 
lations. 

Upgrading of stockpile materials.—In the interest of making the national 
stockpile as effective as possible, a detailed study of the possible upgrading of 
materials in the stockpile was made. This study included a list of materials 
requiring immediate upgrading in order to get maximum use of them, a listing 
of materials requiring upgrading, but not urgently, and a listing of items usable 
in their present form. This report was sent to ODM with the recommendation 
that a final report of the upgrading of stockpile materials should be an inter- 
departmental undertaking. 

This general subject was brought before the Defense Mobilization Board for 
discussion and recommendations. It was the consensus of the DMB that any 
expenditures for upgrading of stockpile materials should be subordinate to the 
completion of minimum stockpile goals and to the more urgent defense needs, 
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In a policy position, approved by the President, upgrading of stockpile materials 
was approved but this was to be done “so far as is practicable” at times of 
lower economic activity. The Director of ODM agreed that attention should 
be given to those materials which should have priority in upgrading. A task 
group has been appointed consisting of representatives of ODM, Departmentment 
of Commerce, and Department of the Interior to make specific recommendations 
to ODM along this line. 

Studies completed.—A survey of wire drawing diamond dies has been com- 
pleted and sent to ODM for possible stockpile action. 

Reviewed stockpile objective for mica block and film. Research program 
established to develop substitute materials for use in strategic applications. 
Expansion goal for necessary facilities opened January 12, 1956. 

Completed mobilization base study on tungsten carbide and submitted to 
ODM with recommendation for upgrading of concentrates now in the stockpile. 

Studies in process.—Studies are in process on lead and zinc, which basic data 
sheets will probably be completed by September 30, 1956. 

Studies are also in process on hafnium free zirconium, zircon, cryolite, ilmen- 
ite, rutile, and titanium. 

The Ferro Alloys Branch of the Iron and Steel Division and the Miscellaneous 
Metals and Minerals Division are working out details in connection with a new 
basic data sheet for titanium. 

Established B product requirements for tungsten. Basic data sheet now under 
consideration. Discussions also taking place concerning upgrading of tungsten. 

Supply and requirement studies for magnesium given to ODM. The mag- 
nesium stockpile objective is under study. Some change in magnesium stockpile 
specifications may be recommended after study underway is completed. 

Recommendations.—The following recommendations were submitted to Office 
of Defense Mobilization: 

1. The stockpiling of two grades of chromium metal. 

2. Specifications for the stockpiling of electrolytic manganese. 

3. Packaging specifications for metallic chromium and manganese. 

4. Diversion of molybdenum oxide from delivery to the stockpile in favor 
of delivery to industry. 

5. That molybdenum concentrates now in the stockpile and scheduled for 
delivery to the stockpile be roasted to oxide. 

6. That photographic film be stockpiled. 

7. That no calls for delivery of aluminum to the stockpile be made during 
1956. 

8. Submitted to ODM data for use in supplement to Aluminum Basic 
Data Sheet of July 22, 1954. Supplement dated October 25, 1955. 

Barter.—In connection with the acquisition of strategic and critical ma- 
terials for the supplemental stockpile by the barter of surplus agricultural 
commodities, the various divisions of BDSA contributed advice and recom- 
mendations wherever appropriate. 

In this connection a study is now being made on South African crocidolite 
asbestos as well as a study on graphite electrodes and carbon electrodes. 
Compliance and enforcement 

The prevention and detection of nickel violations constituted the principal 
compliance and enforcement activity of BDSA during the reporting year. A 
sharp rise in the general economic level, coupled with extraordinarily heavy 
military consumption, created a situation of shortage which provided strong 
incentives to take liberties with the priorities system in order to obtain nickel 
either for profitable production or for even more profitable resale in the black 
market. 

Late in 1955 BDSA concluded that the spot-check technique of detection of 
rating violations had become inadequate to stem the rising tide of violations. 
BDSA also became aware that a measure of slackness had crept into the process- 
ing of rated orders by certain nickel suppliers. Evidence reached BDSA that 
orders certified under long since revoked regulations and carrying stale and dis- 
continued rating symbols were being honored as legitimate rated orders. 
Irregular certifications were also being accepted. 

In order to close these gaps two principal actions were taken. In November 
1955 letters were addressed to all suppliers to the job plating trade, where sub- 
stantially all of the violations had been found to exist, calling their attention to 
the various irregular practices which were taking place and requesting them to 
insist upon strict compliance with the technical requirements of the priorities 
system in connection with their acceptance of rated orders. The response to 
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this action was entirely satisfactory. New procedures were introduced which 
resulted in more careful screening of incoming rated orders and rejection of 
orders not meeting the technical requirements of the regulations. At about the 
same time a broad survey of all rated nickel purchases was conducted for the 
purpose of ascertaining whether there existed an adequate legal basis for the 
placement of particular rated orders. This survey covered all areas of nickel 
consumption. It disclosed a large number of prima facie violations, some of 
which appeared to be genuine cases of fraudulent employment of priority ratings. 
Where the survey returns appeared to justify such action, directives were issued 
to all of the principal suppliers prohibiting them from accepting and filling new 
rated orders submitted by these designated purchasers. By the same directive 
action, the suppliers were required to forward to BDSA any new rated orders 
received from these customers so that such orders might be investigated. Where 
such orders were found to be legally supported by valid defense business, partial 
releases were issued. A number of cases in which purely formal irregularities 
had occurred were disposed of without the necessity for such drastie action and, 
in those cases where the evidence clearly pointed to an intentional violation 
the Defense Production Act and the priorities regulations of BDSA, full-scale 
investigations were commenced with a view to prosecution. 

Nineteen cases are currently under investigation for probable prosecution. 
It is expected that this number will be somewhat increased as a result of returns 
from a further survey similar in character to that conducted at the end of 
1955. However, there is reason to believe that the number of new cases and the 
quantity of nickel involved will be much smaller than that developed in the first 
such action, because of the widespread publicity and concomitant prophylactic 
effect of the earlier action. 

As a step toward strengthening and improving investigative procedures BDSA 
Regulation 8, compliance and enforcement procedures, was issued May 15, 
1956. This regulation provides for exercise of the subpena and other investiga- 
tion powers in simpler and speedier form than had theretofore been available. 
Nevertheless the preparation of a case for prosecution remains a complex, 
difficult, and time-consuming task. Records are frequently inadequate, rated 
orders may be expressed in language departing from the requirements of the 
regulations, and the privilege against self-incrimination makes the gathering of 
evidence difficult. An added element of difficulty in nearly all cases is that the 
Government is required to prove the nonexistence of rating authority. The 
proof of nonexistence of a fact or of a state of affairs has always been especially 
troublesome. It is felt, however, that convictions can be obtained in at least 
some cases and that these will have a salutary effect in inhibiting violations. 

Although the emphasis has recently been on nickel, the compliance and en- 
forcement staff handles other violations of the Defense Production Act as they 
arise. Fortunately such cases have been relatively few. A fairly substantial 
violation in the aluminum field and one concerning selenium were dealt with 
administratively with satisfactory results. An area of continuing activity con- 
cerns mandatory reports from industry under the Defense Production Act. The 
25 industry divisions of BDSA are continuously engaged in obtaining current 
information from their respective industries in order that there may be no undue 
delay in throwing the mobilization machinery into high gear in the event of a 
major national crisis. Industry response has been generally satisfactory, al- 
though individual concerns are occasionally reluctant to supply important data 
when required to do so. While authority exists under the law and regulations 
to compel the furnishing of the required information through legal process, 
BDSA has been reluctant to resort to such drastic action except in extreme cases 
where the authority of the Government is being deliberately challenged. No 

ase has yet arisen where it has been necessary to do more than to notify the 
delinquents of their legal responsibility and to call their attention to the fact 
that further measures can be taken if the information is not forthcoming. 

Under an interagency agreement, audit of aircraft plants continues under 
the MC—-DMS audit program. These audits are conducted by Aircraft Produc- 
tion Resources Agency which reports its conclusions to BDSA. APRA reports 
indicate a high degree of compliance on the part of the plants andited. In the 
occasional unsatisfactory report, departure from the requirements of our regu- 
lations is ordinarily of a nonwillful character and responds readily to adjust- 
ment through correspondence. In addition to the foregoing program conducted 
by APRA, DMS audits of defense establishments maintained and operated by 
the Departments of the Army, Navy, and Air Force are conducted by the 
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Department of Defense. Approximately 100 such audits were reported during 
the past year. 

Looking toward the future, it is confidently expected that nickel will con- 
tinue to provide the principal volume of compliance activity during the year 
ahead. There was some reason to expect a flurry of violations in steel con- 
trolled materials as a result of the work stoppage of the steel industry. To 
date this has failed to materialize although there have been some minor 
rumblings of the existence of a gray market. 

Excellent cooperation has been received from the joint committee staff, who 
have conferred with the BDSA compliance and enforcement staff on various 
occasions and have contributed suggestions for the improvement of our pro- 
cedures, some of which have already been implemented; others are under cur- 
rent study with a view to their application. BDSA is now engaged in a full- 
seale review of standard provisions in regulations to determine to what extent 
they may be strengthened and improved in the interest of the compliance and 
enforcement programs. 


PROGRESS ON INDUSTRIAL MOBILIZATION PREPAREDNESS PROGRAMS 


Defense materials system developments 


The past 12 months have presented a condition of heavier demand on most 
of the basic metal-producing industries than was the case during 1955. This 
condition resulted from the extraordinarily high level of domestic industrial 
activity, the requirements of the stockpile program, the continued defense 
program, the acceleration of certain military programs, and the persisting 
pressures resulting from foreign demands for both basic metals and serap. 
These combined pressures have served to emphasize the effectiveness of the 
defense materials system in providing adequate and timely supplies of materials 
for the fulfillment of the defense programs on schedule. 

Although military and atomic energy programs have been consistently re- 
ceiving proper preferential treatment in deliveries of necessary materials, the 
pressures referred to above have resulted in a substantial increase in the 
number of requests for special assistance with a smaller increase in the dollar 
volume of such requests. This is described more fully in another section of 
this report. The increase in requests for special assistance became pronounced 
in the latter half of 1955. As a consequence, during the last quarter of that 
vear the Director of ODM revised the policy relating to the use of priorities 
and allocations authority, emphasizing its restriction to defense and atomic 
energy programs and for aid in major disaster areas (pursuant to Public Law 
875, Slst Cong.). BDSA, accordingly, revised its procedures affecting special 
assistance to provide that no informal action may be taken which would have 
the same effect as providing formal priority assistance to a person not qualified 
to receive such assistance under the revised policy. 

The metal in which the greatest stringency has been experienced during the 
past 12 months is nickel. During the early part of 1956 action was taken by 
BDSA to aid steel producers in obtaining nickel, as well as other scarce metals, 
to fill defense orders of further converters (those steel producers who process 
primary forms and shapes of steel into other steel forms and shapes). Pro- 
cedure was established under which further converters of steel are required to 
use the DMS program symbol “FC” in certifying defense orders placed with 
their steel producers-suppliers. The latter in turn are required to fill such 
orders under BDSA allocation and production directives. This action has had 
the beneficial effect of assuring adequate supplies of nickel and other scarce 
materials on a preferential basis to such producers. 

The tight supply situation with respect to nickel received a great deal of 
attention from ODM and BDSA during the past year. A thorough review of 
the nickel situation with respect to defense requirements indicated the prob- 
ability that the statistical basis for determining those requirements was inade- 
quate. In an endeavor to improve the situation and at the same time to sup- 
port the defense programs with respect to nickel deliveries, the defense materials 
system was expanded in June 1956 to include nickel alloys as a controlled 
material, beginning with fourth quarter 1956 operations. This action is ex- 
pected to have the beneficial effect of providing a sound basis on which the 
Department of Defense and the Atomic Hnergy Commission may develop more 
accurate estimates of requirements for this metal. Defense contractors who 
require nickel alloys to fulfill their contracts will now have to obtain allotments 
of nickel alloys in order to be assured of preferential deliveries. To obtain 
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such allotments the contractors are required to report quantities of nickel alloys 
they need for a specified period of time or a specified contract. In this way the 
Government will obtain a positive statement of needs on the ‘basis of which 
the nickel content of the metals involved can be more aceurately estimated. 

At the same time that nickel alloys were added to the list of controlled 
materials, BDSA issued a direction to its basic priorities regulation under which 
producers of alloys containing nickel are required to take into account nickel- 
containing scrap generated in the fulfillment of defense orders in determining 
the amount of new nickel which they are authorized to acquire with the use of 
priority ratings. This action is designed to assure the full utilization of defense 
generated nickel-bearing scrap in filling defense orders for alloys containing 
nickel. 

With the expectation that the work stoppage in the steel-producing industry, 
which began in July 1956, would have an adverse effect on the deliveries of 
steel products to defense contractors, BDSA issued a temporary freeze order, 
immediately after the work stoppage began, providing that steel distributors 
(warehouses) were not permitted to deliver certain steel products from their 
inventories, except to fill defense orders. As soon as sufficient information had 
been obtained to indicate the impact of defense demand upon steel distributor 
stocks the temporary freeze was lifted and replaced by a restriction on deliveries: 
of specified types of steel products by distributors to other than defense con- 
tractors after distributors’ inventories had been reduced to the level of 50 per- 
cent of their stocks on hand at June 30, 1956. This restriction was revoked 
effective August 13, 1956. 

With the resumption of steel operations early in August, BDSA issued a 
direction to the DMS regulations requiring steel producers whose operations 
had been suspended by the work stoppage to fill all defense orders calling for 
delivery during June, July, and August of 1956 at the earliest practicable date, 
but not later than September 30, 1956. 

This action, it is expected, will assure that all defense orders for steel, delivery 
against which was delayed because of the work stoppage, would be filled by the 
end of September. In those cases where mills may find it impossible to clean 
up their backlog of defense orders by the September 30 deadline, BDSA will 
endeavor to provide assistance to the defense contractors affected either by the 
issuance of directives or by locating alternative sources of supply. 


Mobilization planning activities 


The staff of BDSA has worked closely with the staff of ODM during the past 
year in the improvement of industrial mobilization plans to assure the fulfillment 
of mobilization requirements for defense under conditions of mobilization with- 
out attack. Greater emphasis, however, has been placed on cooperation with 
ODM in the revision and improvement of the plans for industrial rehabilitation 
and national survival under conditions calculated to result from thermonuclear 
attack upon the continental United States. In this connection BDSA prepared 
a series of standby emergency regulations and orders designed to cope with the 
problems of relief and rehabilitation in a postattack period as they would affect 
the industrial economy. These emergency standby regulations and orders were 
brought into play during Operation Alert 1956 with excellent results. 

The planning work engaged in by BDSA with respect to the postattack situ- 
ation proved to be extremely effective under the assumed conditions dealt with 
during Operation Alert 1956. The standby emergency orders referred to above 
were found to be directly applicable to the assumed conditions and in fact 
it was found necessary to add only a few minor control actions to provide a 
basie emergency control system for the Gesignated situation. Additional 
planning and development is required, however, in a number of specific areas 
of industrial activity particularly with respect to survival requirements and 
production programs designed to fulfil them, 

A preliminary survey of selected companies was made for the purpose of 
developing appropriate methods to assess the effects of damage to industrial 
facilities as a result of nuclear attack upon the United States. The results of 
this survey were employed in the estimates developed during Operation Alert 
1956 and it is believed that this information will serve as a basis for the develop- 
ment of more adequate bomb damage assessment techniques. 

The program to determine the ability of the Nation to produce military and 
essential civilian goods under mobilization conditions has progressed to the point 
that production and construction levels have been proposed and controlled ma- 
terials requirements estimated. The determination of production capability te 
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meet these proposed levels is currently under way. In addition, estimates are 
being prepared of potential supplies of basic materials to meet the production 
and construction requirements developed through this program. 


Industrial defense program 


As indicated in previous quarterly reports each succeeding quarter has shown 
an acceleration in the presentation of the industrial defense program to industry. 
The number of individual conferences with managements of companies on the 
critical industrial facilities list has increased approximately 45 since the 
previous annual report. At the end of the final quarter of this period individual 
meetings have been held with 375 companies on the critical industrial facilities 
list. The great majority of these meetings were held at Washington although 
several were held at company headquarters or at Department of Commerce field 
offices. 

Throughout the year there was an increasing demand for followup meetings 
resulting from the planning being undertaken by companies with whom meetings 
had previously been held. A procedure for maintaining contact with these com- 
panies was developed which has enabled BDSA to follow up on the activities 
being undertaken by selected companies. The purpose of the individual con- 
ferences has been to stimulate companies possessing production facilities of the 
topmost criticality to the national defense to (@) take maximum steps to protect 
such facilities against sabotage, espionage, and subversion; (%) undertake 
measures to assure the continuity of management and technical know-how in 
event of attack; and (c) plan for the continuity, resumption, and rehabilitation 
of production following attack. The number of critical plants or facilities thus 
covered greatly exceeds the number of company conferences since many of the 
companies consulted conduct multiplant, multiproduct operations. 

In January 1956 the Special Industry Task Group on Industrial Defense was 
reconvened to review the status of the industrial defense program and obtain 
recommendations as to future activities and emphasis. Accordingly, redoubled 
e(forts were made during the latter part of the year to broaden the base of the 
program by (@) stimulating companies not on the CIFL to adopt company in- 
dustrial defense plans, and (0) working with industry groups on industrywide 
problems such as attack damage assessment through technical industry survey 
teams and analyses of industry vulnerability. 

Two day-long briefing sessions for trade associations were held at which ap- 
proximately 100 trade associations’ executives, representing some 50 important 
associations, were briefed on the objectives of industrial defense, the production 
allocation plan, radiological fallout, continuity of banking operations and com- 
munications, manpower mobilization problems, and attack damage assessment. 

Further, members of the staff appeared at meetings of various trade associa- 
tions to present the industrial defense program and encourage more active in- 
dustry participation. These included associations from the following industries: 
automobile, copper and brass, aluminum, oil country goods, chemicals, rubber, 
and various across the board industry groups. Staff members also participated 
in staff college activities of the Federal Civil Defense Administration. 

Special events included a closed briefing of top industry executives from both 
small and large enterprises at the headquarters of the Continental Air Defense 
Command and the Strategic Air Command on the many problems involved in 
mohilization readiness and industrial defense. 

During the ensuing year it is expected that the industrial conferences with 
companies on the critical industrial facilities list will be further accelerated and 
that an increasing number of industries will attack industrywide problems, par- 
ticularly the development of standby procedures for the assessment of attack 
damage through technical and survey teams. 


Industry Evaluation Board activities 


During the past year the use of the Industry Evaluation Board’s output has 
noticeably broadened by being included in a number of additional important 
defense areas and programs of Federal agencies. Many of these programs are 
based to a high degree on a framework in which established IEB identifications 
are an essential part. With most of the important segments of American in- 
dustry substantially covered by IEB analyses, agencies both in and outside the 
Department of Commerce have increased their requests for utilizing IKB ma- 
terials and decisions, and have required the assistance of the IBB office in apply- 
ing these to their various problems. 

The list of IEB identified facilities has been integrated into the ODM bomb 
damage assessment program and is included in its magnetic tape records of 
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resource locations for analyses by means of high-speed computers. Every as- 
sistance has been given the ODM to assure a complete and accurate coverage. 

The critical industrial facilities list, which comprises the manufacturing 
plants determined to be essential by IEB, is the basis of the BDSA’s industrial 
defense program. Under this program either the Chairman of the Board or 
its technical adviser takes part in the conferences which the BDSA arranges 
with members of industry. The IEB Chairman and his assistants have also 
participated to a high degree in the continuity of Government program, and 
activity under the direction of the Department’s emergency planning coordi- 
nator is a continuing responsibility of the IEB office. The above are some of 
the programs in which the Department of Commerce is currently engaged 
which rely on data developed by the Industry Evaluation Board and hence 
require LEB cooperation. 

At the same time IEB findings and actions have been incorporated into the 
activities of many other agencies which have programs designed to strengthen 
the mobilization base of American industry. In addition to these long-term de- 
fense programs which make use of IEB documents on a more or less constant 
basis, the Board’s data have been used in the solution of a number of one-time 
problems. 

In spite of the additional activities outlined above, however, the Board has 
maintained its effort to identify products, services, and supporting facilities 
which are essential to national defense and a basic civilian economy. With 
the active participation of the BDSA industry divisions and assistance from 
other interested agencies, a large number of the analyses of very important 
segments of American industry, which were prepared a year ago or earlier, 
have been reviewed, revised, and brought up to date. A number of other manu- 
factured products, heretofore unidentified, but whose importance has greatly 
increased because of recent developments, have been made the subjects of new 
analyses. In the nonmanufacturing field, the revision of the domestic tele- 
communications analysis on telephone toll centers has been completed and acted 
upon by the Board, and a revised analysis of all class I electric utility installa- 
tions is in process. In a less advanced stage is an analysis of civilian airports. 

Although the past year has seen marked improvement in both the quantity 
and quality of IE B analyses and increasing responsibilities for the LIEB Chair- 
man and staff in new areas, the work of the IEB can never be considered 
complete. There are constant changes in the industrial production pattern, 
of the United States because of continuing improvements and expansions, 
changing military requirements, the completion of new producing facilities, 
scientific and technological changes in manufacturing procedures, and the de- 
velopment of new products. These changes bring obsolescence to an analysis 
in a relatively short time, and if programs such as those mentioned above are 
to continue to be practicable and effective, a review of each analysis is de- 
sirable at leAst biennially, and a constant alertness must be maintained for 
products, both new and old, which may, through research and development, 
become critical factors in America’s industrial defense. 


Components studies 


A great deal of progress was made this year in this field. Studies have been 
active on components that might be critically short in time of full mobilization. 

The work centers in each case on an Inter-Agency Working Group consisting, 
in all cases, of BDSA industrial specialists and appropriate personnel from 
the Departments of Defense, Interior, Agriculture, AEC, and other agencies, 
together with specialists from the various military services. In all but seven 
of these studies the chairmen are the BDSA industrial specialists. 

As of August 1956 there have been a total number of 67 studies; 24 of these 
have been completed, showing no capacity for 20 and a capacity deficiency for 
4. There are still 48 studies not completed; 33 of these are scheduled for 
completion by the end of the reporting year 1957. 

Advice from industry is usually obtained through industry advisory com- 
mittees and special task groups. At the end of the reporting year 1957, based 
upon promised receipt of information, it is anticipated that all but 10 of these 
studies will be completed and the recommendations approved by the Inter- 
Agency Components Committee and submitted to the Advisory Committee on 
Components and Production Equipment (Vance committee). 

Work will continue on all 36 of these studies that are the responsibility of 


BDSA as well as on the 7 studies which are being done by the Department of 
Defense until completion. 
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Emergency relocation planning and testing 


During the period October 1, 1955, and September 30, 1956, the Business and 
Defense Services Administration participated in two formal exercises designed 
to test the readiness of the agency to conduct essential wartime functions at 
relocation sites. The first of these exercises was intradepartmental in scope 
and became known as the midwinter emergency relocation exercise. The actual 
date was a surprise and announcements were that the test would occur some- 
time between November 15, 1955, and February 15, 1956. It actually occurred 
on January 13, 1956, and the test began at 5 p.m. on that date and ended at 4 
p.m. on January 14, 1956. Relocation as such was simulated to the extent 
that while participants did not leave Washington, they did, however, proceed 
to assigned space within the Commerce building away from their normal office 
space. The principal objective of this exercise was to test the system of com- 
munications. Little else could be accomplished as no records were available 
for use. This exercise served a successful purpose as it pointed up the serious 
lack of adequate communications facilities and procedures. 

The second of the formal exercises was the Governmentwide Operation Alert 
1956 held during the period beginning 11:08 a.m. July 20, 1956, and ending at 
5 p.m., July 25, 1956. This exercise was held at the BDSA relocation site and 
approximately 110 BDSA employees participated. The exercise showed the re- 
sult of the good work and planning since Operation Alert 1955 and on the whole 
it is felt that the BDSA is beginning to make real headway with its responsi- 
bility for equipping its relocation headquarters with the necessary tools re- 
quired to carry on its delegations stemming from the Defense Production Act, 
the priorities and allocation powers of title I of the act, and for administering 
the defense materials system (DMS). Operation Alert 1956 also showed good 
improvement in the Government emergency communications network but, at 
the same time, pointed up the need for additional planning, facilities, and par- 
ticularly the need for handling procedures. 


SMALL BUSINESS ACTIVITY AS RELATED TO DEFENSE 


The BDSA industry divisions provided quick and effective relief to small 
concerns both in New England and on the Pacific coast where flood disaster had 
destroyed or seriously hampered small business operations. 

Efforts have been made to prevent the leasing of machine tools to manu- 
facturers for use in the production of items indirectly or not at all connected 
with defense production. This position by BDSA has been predicated on the 
theory that such distribution of machine tools could seriously affect the com- 
petitive position of smaller concerns which might not know about the availa- 
bility of such tools nor how to proceed to secure them. 

A representative of the Department of Commerce, in collaboration with 
representatives of other selected agencies, has worked with ODM to review the 
participation of small business in Government contracts and to make recom- 
mendations to improve the situation. As devices for improving participation, 
the Department of Commerce recommended placing of responsibility on each 
agency with procurement authority the equitable distribution of contracts to 
small firms; the payment of interest on overdue accounts with small suppliers; 
and adoption of commercial standards for an increased number of items pur- 
chased ; and the revision of many Federal specifications. The ODM report was 
submitted to the President and to the Congress. 

Requests from smaller manufacturers for hard-to-get materials or for an 
increase in their current acquisition of such materials have been thoroughly 
and carefully reviewed by appropriate industry divisions and although allo- 
eation for nondefense production is no longer authorized, assistance from 
suppliers has been arranged when hardship not common to the industry is sub- 
stantiated. 

Coordination of basic small business policy among the several industry di- 
visions has resulted in special assistance to small concerns in the Northwest 
during the floods there; has stimulated special consideration for small firms 
in the development of stockpiling determinations; and has had considerable 
bearing on component parts production analysis in connection with 
damage studies. 

The machine-tool program, sponsored by the Metalworking Equipment Di- 
vision and fully described elsewhere in this report, is of maximum benefit to 
smaller shops. The facilities leasing program and the M-day machine-tool trig- 
ger contract program have important small-business features. 
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The supply, as well as the military production and stockpile requirements 
of nickel, has been under constant observation with prudent diversions to in- 
dustry, large and small. 

A series of “clinics” or 1-day seminar sessions has been held, in collaboration 
with the Small Business Administration, in order to acquaint small concerns 
with Government facilities available to them and especially the aids provided 
in matters of mobilization and defense. 

BDSA cooperated with the Assistant Secretary for Domestic Affairs in de- 
veloping a report and recommendations for the Cabinet Committee on Small 
Business, 

INDUSTRY-GOVERNMENT COOPERATION ON DEFENSE PROGRAMS 


Industry advisory committees, industry conferences, and task groups 


Pursuant to the provisions of the Defense Production Act requiring the BDSA 
to consult with industry, a series of meetings of various types was held during 
the period October 1, 1955 to September 30, 1956: 


Industry COnfePeRCeRane inn nnn nance grentrepbbeigeemenigeiabioietonathap ial 1 
Industry advisory committees... ...cgnc scence See hns aciaigging he gendagale 28 
Special conferences... 1-2 ene nnqe== eal pe oan anal Renna Uae iaaian 6 
Tagk  GPOUDS. ....n cnn wn nee Spee serene apap perinaragecsane antag eaneeneiataas 58 


All meetings were concerned in whole or in part with BDSA’s operations 
under the Defense Production Act and the National Security Act, and matters 
considered included (1) the defense materials system; (2) preattack and post- 
attack planning; (3) stockpiling; (4) expansion goals; (5) mobilization re- 
quirements; (6) industry evaluation and plant protection; (7) scrap and sal- 
vage; (8) mobilization base deficiencies; (9) accelerated amortization; (10) 
mobilization readiness statistical data; (11) conservation practices; (12) stand- 
ardization of specifications; etc. A list of meetings follows: 


Industry conferences: 


1956—Jan. 25____. Nationa! Distribution Council. 
Industry advisory committees : 
1955—Sept. 12___- Quartz Crystals. 
Sept. 13-14. Industrial Power Truck Manufacturers. 
Sept. 20__-. Receiving Tube. 
Sept. 27__-__ Transmitting and Special Purpose Tube. 
Sept. 28____ Internal Combustion Engine (750 Revolutions Per Min- 
ute and up). 
Oct... Gacucu, Electronic Relays. 
Oct. 6... Resistors. 
Oct. 11____. Capacitors. 
Oct. 18____. Machine Tool Manufacturers. 
Nov. 3_. Titanium Producers and Fabricators. 
Dec. 15____. Industrial Power Truck Manufacturers. 
1956—Feb. 28_- Primary Copper Producers. 
Mar. 6 . Used Steel and Wood Barrel. 
Apr. 10__._.. Prime Aluminum Products. 
Apr. 11____. Aluminum Producers. 
Apr. 26__.. Titanium Producers and Fabricators. 
Aluminum Smelters. 
May 15- Steel Forms and Reports. 
May 22____. Joint Meeting of Automobile Passenger Car Manufac- 
turers and Motortruck Manufacturers. 
May 23___._. Commercial and Industrial Air Conditioning Manufac- 
turers. 
June 6.2252 Joint Meeting of Machine Tool Manufacturers; Tool, Die, 


Jig and Fixture Manufacturers; Gage and Precision 
Measuring Tool Manufacturers; and Metal Cutting 
Tool Manufacturers. 

June 12____ Joint Meeting of Power Transformer and Distribution 
Transformer; and Power Switchgear and Circuit 
Breaker. 


June 27__ Automotive Replacement Parts Manufacturers. 
Aug. 22__ Aluminum Smelters, 

Sept. 12____ Antifriction Bearing Manufacturers. 

Sept. 18____ Aluminum Producers. 

Sept. 19__ Prime Aluminum Products. 

Sept. 25 Storage Battery Manufacturers. 


84614—57——_8 








Special conferences : 
1955—Oct. 18_--_-- 


Task groups: 
1955—Sept. 18___- 


Sept. 14____ 


Sept. 15__-- 
Sept. 19____ 
Sept. 20__-- 
Sept. 21____ 
sept. 22. 


Oct. 11 


Oct. 20 
ns (ye «Ein Ele 
Oct. 25 
Oct. 26 
WOON: Diicircines 
Nov. | 


Nov. 15..... 
Nov. 16... 
NOW; Doiscsies 
Noy. 29 
DRC Bsccininte 


Bee. Boos 
Dee: 13. 
te | 
Dec. 28 
Dec. 28-29 
1956—Jan. 5... 
Jan. 10... 
Jan. 26... 
Feb. 15__ 
Pep, 14.00 
Feb. 24... 


Feb. 28... 


i an ere 
Mar. 8 
BOE Boone 
TS — 
Mar. 2! 
PI. Beles 
Apr. a 
May 1 
May 3 
May 2 
May 24-25... 
May 28 
June 11 


et ee ae 
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Special conference of brush manufacturers and bristle 
importers. 

Special conference on copper base scrap. 

Special conference of gyroscope manufacturers. 

Special conference of jewel bearing producers and con- 
sumers. 

Special conference of steel industry representatives. 

Special conference of aluminum scrap dealers. 


Continuity of Production Planning for Water and Sew- 
erage Utilities. 

Study of Production Capabilities for Synchro and Servo 
Devices. 

Open Die Press and Hammer Forging. 

Spec. MIL-STD-265. 

Spec. MIL-STD-259. 

Spec. MIL-STD-266. 

Spec. MIL-STD-262. 

Spec. MIL-STD-258. 

Spec. MIL-STD-261. 

To Study Hydraulic Couplings and Converters. 

Drop Forgings. 

To Study Programs and Activities of Aluminum. and 
Magnesium Division. 


a 


_. Precision Optical. 


Nonferrous Producers. 

To Study Nickel Situation for 1956. 

Electroplaters. 

Aircraft Type Actuator Study. 

Copper Wire and Cable. 

Mobilization Controls. 

Rotation of Stockpiled Coconut Oil. 

Brass Mill—Defense. 

Open Die Press and Hammer Forgings. 

To Study M-Day Machine Tool Trigger Contract. 

To Study Mobilization Planning and Standby Orders for 
Engines. 

Drop Forgings. 

To Consider Grades of Chromium Metal. 

To Consider Subgrades of Chromite. 

Mobilization Controls. 

Extruded Aluminum. 

Disposal of Surplus Government Stockpiled Palm Oil. 

Precision Fasteners (Subcommittee on Panel Fasteners). 

Office of Industrial Defense. 

Rotation of Sisalana and Abaca Stockpile. 

Mobilization Controls for Electrical Equipment Division. 

Formulation of Plans for Sale of Emetine From Stock- 
pile. 

Programs and Activities of Aluminum and Magnesium 
Division. 

Heavy Steel Castings. 

Mobilization Controls. 

Classification of Extruded Aluminum Shapes. 

Aluminum Forgings Press Capacities. 

Study of Federal Specifications for Crawler Tractors. 

Precision Fasteners (Subcommittee on Blind Rivets). 


.. Rotation of Sisalana and Abaca Stockpile. 


Study of Federal Specifications for Crawler Tractors. 
Precision Fasteners (Subcommittee on Locknuts). 
Heavy Steel Castings. 

Study of Federal Specifications for Crawler Tractors. 
Mobilization Controls. 

Heat Exchangers. 

Valves. 
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June 12____ Study of Federal Specifications for Crawler Tractors. 
June 26____ Disposal of Stockpiled Coconut and Castor Oils. 
July 11____ Extruded Aluminum Shapes. 

Aug. $220.2 Study Power and Distribution Transformer. 

Aug. 17__.. Mobilization Controls. 

Sept. 11-12. Crawler Tractor. 

Sept. 12__.__ Sheet Steel Outlet Boxes. 


Sept. 18_... Transformer Study. 
Industry Executive (WOC) program 


The conduct of the defense production and mobilization preparedness activ- 
ities of the Business and Defense Services Administration has continued to 
require the services of able men from industry appointed in accordance with the 
provisions of the Defense Production Act of 1950, as amended, and Executive 
Order 10647. As of August 1956, 57 executives from private industry were serving 
the BDSA without compensation. Of these, 20 were serving in key positions 
on a full-time hasis. The BDSA will continue to utilize the services of industry 
executive: on 2 WOC basis as authorized bv the Defense Prodnetion Act of 145% 
as amended. 


Ezvecutive Reserve program 


A major activity undertaken by BDSA during the past year has been the imple- 
mentation of its part of the Executive Reserve program. Authority for ita 
establishment was provided in the Defense Production Act (sec. 710 (e)). On 
February 16, 1956, the President issued Executive Order 10660 which delegates to 
the Director of Defense Mobilization the responsibility for establishing such 
programs in the several Government agencies concerned with defense mobiliza- 
tion and coordinating their activities. Subsequently, on February 23, 1956, the 
Director of Defense Mobilization issued Defense Mobilization Order I-21, which 
implements the President’s order. 

The issuance of the above-mentioned orders was followed by an exchange of 
letters between the Secretary of Commerce and the Director of Defense Mobiliza- 
tion regarding specific aspects of the program, among which was the designation 
of BDSA as a primary unit of the Department of Commerce for purposes of the 
Executive Reserve. 

The program as presently envisioned is to be conducted in several phases. 
The first phase, already underway, is being devoted to the recruitment of person- 
nel who have gained experience in Government emergency operations in the 
War Production Board, the National Production Authority, and Business and 
Defense Services Admjnistration on a without-compensation basis. Later the 
program will be expanded to include industry personnel without prior Govern- 
ment experience. 

As the first.step in launching the program, the Secretary sent a letter to some 
428 companies, large, medium, and small, which had furnished WOC personnel 
to the Government, enlisting their support. The response has heen overwhelm- 
ingly in favor of the program and can well be considered a testimonial to the 
wisdom of the Congress in taking the historic step of providing for a nucleus 
of trained executives who can be depended upon to quickly assume responsibili- 
ties in an expanded mobilization program. 

Following the Secretary’s letter, the Administrator of BDSA issued some 600 
invitations to former WOC’s to join the Executive Reserve. The response thus 


far has been most gratifying. As of June 30, 1956 BDSA’s Executive Reserve 
program stood as follows: 


Statements of understanding Sled i <senc56-csasmendoen~nedscle che 311 
Security .cortificnlions [GSW scikconiw ccm thasubiieennekt Gad BD 4 oe 88 
Security cortifiestions [i WrOCewmM a acca xc onside ae cee cs a 223 
Designations to the Reserve by the Secretary of Commerce___.__________ 83 
Field service activities 

As in past years the Business and Defense Services Administration used to 
good advantage the 32 field offices of the Department as its local points of con- 
tact with businessmen and other agencies. The field offices were particularly 


helpful in keeping the business public informed on changes in the regulations as 
they occurred and in assisting on local problems. 
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OFFICE OF AREA DEVELOPMENT—REPORT OF ACTIVITIES UNDER THE DEFENSE 
PropucTion ACT 


The responsibilities and activities of the Office of Area Development under 
the Defense Production Act stem from delegations from the Office of Defense 
Mobilization and the Federal Civil Defense Administration. These two dele- 
gations deal with: (1) Providing guidance and assistance on the dispersed 
location of new facilities important to national security (DMO I-19, January 
11, 1956) ; (2) providing data and assisting the Federal Civil Defense Adminis- 
tration in analyses of potential urban target areas (point 5 of FCDA Delegation 
No. 2 to the Department of Commerce, September 8, 1954; Memorandum of 
Understanding January 26, 1955; and Departmental Order No. 160, February 1, 
1955). 


Relationship to other OAD functions 


The relationship of OAD functions under the above delegations to other 
functions of the Office of Area Development may be briefly summarized as 
follows: 

The Office of Area Development is charged generally with being the contact 
point of the Department of Commerce with State and local area groups. The 
types of area organizations served by the Office include State resources and 
development departments, community industrial development foundations, and 
area development departments for utilities and railroads. The types of assist- 
ance extend to these domestic area organizations include: 

(1) Serving as a clearinghouse in the Federal establishment for supply- 
ing Federal data and services to the specific problems of area organizations : 

(2) Keeping State and local groups advised of new data, new product 
information, and area development aids available in the Federal Govern- 
ment as well as examples of successful community experiences ; 

(3) Preparing community self-help kits such as Community Industrial 
Development Kit and New Product Improvement Kit; 

(4) Providing direct consultation to spot areas of unemployment to 
assist them in overcoming their economic problems. 

The above activities have resuited in cordial and practical working rela- 
tionships with State development agencies and their counterparts at the local 
level. In addition, private industry has been given area and regional informa- 
tion concerning their location problems. Because of these activities it was 
natural that the counseling function to State and local groups and to private 
industry with respect to industrial dispersion was placed in the Office of Area 
Development of the Department of Commerce. 


Participation in the national industrial dispersion program 


A keystone of the dispersion program has been the local dispersion com- 
mittees located in some 100 urban communities of the Nation. These local 
committees, consisting of civic leaders and citizens representing various phases 
of community life, have contributed voluntarily of their own time and expense 
to advise industry and the Federal Government on the dispersion facts of their 
areas. These facts were developed through Cispersion surveys undertaken by 
the local committees with guidance from tle Office of Area Development. 

The survey preecedures and criteria are set forth in a publication of the 
Office of Area Development entitled “Industrial Dispersion Guidebook For 
Communities.” This publication has been the technical bible used by tocal 
committees to identify industrial sites in their communities which meet the 
tests of adequate dispersion. 

To date, 60 urban area survey reports have been reviewed and certified by 
the Office of Area Development for use in the Government and in counseling 
industry. We are continuing our efforts to keep these committees active in 
applying the revised policy. 

Defense Mobilization Order I-8.—The authority of the Office of Area De- 
velopment for conducting these activities was first assigned by the Office of 
Defense Mobilization under Defense Mobilization Order 1-8: Assignment of 
Defense Mobilization Responsibilities to the United States Department of 
Commerce, dated February 10, 1954, item 2-h of which reads as follows: 

“Guidance to local dispersion committees; and the review and approval « 
local dispersion programs.” 

Defense Mobilization Order I-19.—Under the recent Defense Mobilization 
Order I-19: Dispersion and Protective Construction—Policy Criteria, Respon- 
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sibilities, dated January 11, 1956, the Office has been assigned additional dis- 
persion responsibilities. Item 3-b of the DMO states: 

“The Department of Commerce (Office of Area Development) is responsible 
for providing guidance and assistance to departments and agencies of the 
Federal Government, to industry, public and private persons and organizations 
ineluding local dispersion committees, in the application of the policy and 
criteria contained herein.” 

In discussing DMO I-19 with the press, Dr. Flemming stated that “except 
under very unusual circumstances, the ODM will not grant rapid tax amortiza- 
tion certificates for the construction of facilities unless guidance is received 
and followed from the Department of Commerce.” 

Since DMO I-19 was issued last January 11, the objective of the Office has 
been to secure the greatest relative security of location within the particular 
local market area selected by the manufacturer. This policy permits the 
natural functioning and growth of urban market areas and does not force, 
regional decentralization. In order to accomplish this objective, the Office 
has set up procedures whereby manufacturers and others can obtain a con- 
venient “one-stop” advisory service including: 

(1) Data on the relationship of specific sites to urban target areas as 
defined in Industrial Dispersion Guidebook For Communities; 

(2) A determination, in the case of a target city, of an appropriate 
dispersal distance affording the greatest degree of relative security; 

(3) A further determination, in cooperation with the Department of 
Defense, whether or not the site is far enough removed from strategic 
military installations which may be in the vicinity. 

Current counseling workload under DMO I-19 may be indicated by the fact 
that during 1 month alone the Office of Area Development wrote 70 letters 
and 30 memorandums on dispersion matters, and gave personal counsel to 10 
Government representatives, 17 representatives of various industries and 5 local 
croups. A total of 150 sites were checked for the dispersion factor. The 
demands have been steadily growing. 

ippraisal of dispersion counseling activities —Dispersion counseling activ- 
ities under DMO I-19 have been running smoothly and it is expected that 
even greater impetus will be given the program during the next year as a 
result of the dispersion amendment to the Defense Production Act. 

The national dispersion policy will be effective only in direct proportion 
to the use private industry makes of the dispersion counseling service available 
to them. In this connection the Office of Area Development is planning to 
hold regional meetings with industry representatives and local dispersion 
committees to acquaint them with the revised dispersion policy and the avail- 
ability of the counseling service. 


Participation in Federal civil-defense programs 


Among the specific responsibilities delegated to the Secretary of Commerce 
under the Federal Civil Defense Administration Delegation No. 2, dated Sep- 
tember 8, 1954, point 5 which reads: “Provide data and assist the States in 
conducting analyses of potential target and support areas for the purpose of 
providing basic statistics and maps essential to the completion of Federal, State, 
and local civil defense operating plans” has been redelegated by department 
order No. 160, dated February 1, 1955, to the Office of Area Development, BDSA, 
and the Bureau of the Census. 

A memorandum of understanding, dated January 26, 1955, spells out specific 
Office of Area Development functions under the delegation. These are sub- 
stantially as follows: 

(1) The Office of Area Development will conduct analyses of urban areas and 
identify within them class I vulnerable urban districts. Ultimately, class II 
vulnerable urban districts will be identified in the areas and in a number of 
additional urban areas which although not qualifying as a VUD-I nevertheless 
meet the less-restricted criteria for a class II VUD. 

(2) The Bureau of the Census on a reimbursable basis will collect and pro- 
cess most of the data required by the Office of Area Development to accomplish 
the above assignment. These data will include (a) daytime population maps 
on the class I VUD cities and eventually on the expanded list of class II VUD 
cities; (>) residential population maps and data on a census tract basis for the 
same group of cities; and (c) maps and data on the locations and employment 
of all manufacturing plants in each of the urban areas studied. 
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(3) Employment and locational data on manufacturing plants will be supple- 
mented by data obtained from the Bureau of Employment Security, Department 
of Labor, where required. 

The Office of Area Development has been allotted $75,000 by FCDA for fiscal 
1957 to commence operations under the delegation. Analyses of a selected group 
of cities and accompanying maps and tabular data will be presented to the 
Federal Civil Defense Administration for use in its Federal, State, and local 
civil defense operating plans. 


SUMMARY OF THE OPERATIONS OF CIVIL AERONAUTICS ADMINISTRATION UNDER THE 
DEFENSE PRODUCTION ACT FOR INCLUSION IN THE ANNUAL REPORT TO THE JOINT 
COMMITTEE ON DEFENSE PRODUCTION, FiscAL YEAR 1956. 


I. PROGRAMS OF CAA 


There were two major civil aviation programs conducted by the Civil Aero- 
nautics Administration under authority of the Defense Production Act during 
the period July 1, 1955, through June 30, 1956. These programs related to pri- 
orities and allocations of materials required to support the wanufaciture, con- 
struction, and maintenance of (a) air carrier aircraft and (b) the Federal air- 
ways and supporting units. A third program covers the administration in- 
cluding enforcement, of transportation orders T—1 and T-2. 


Il, AUTHORITY 


The CAA programs were administered under department order 128, as 
amended and supplemented, which, in turn, is presently based on Executive 
Orders 10219, as modified, 10480, Office of Defense Mobilization Order DMO 
VII-5; also Business and Defense Services Administration delegation 6, and 
its related policy memorandum; and transportation orders T-1 and T-2. 


Ill. SUMMARY OF PROGRAMS 


The following summaries of the programs are set forth with respect to opera- 
tions beginning July 1, 1955, and ending June 30, 1956: 


A, Air carrier aircraft program 


This program consisted of two parts. The first part dealt with the establish- 
ing of production schedules for the manufacture of civil air carrier aircraft; 
and the second part dealt with the maintenance, repair, and operating supplies 
for air carrier aircraft. 

With respect to the first part, the CAA, acting as a coordinating agency with 
the Air Coordinating Committee, prepared and submitted requirements to ACC 
at quarterly intervals for new civil aircraft for both United States and friendly 
foreign air carriers. ACC considered these schedules based on aircraft units 
and approved them. The approved programs were forwarded to the Depart- 
ment of Defense Aircraft Production Resources Agency for use as a basis for 
approving the manufacturers’ requests for controlled materials allotments to 
implement the scheduled production. In addition, the approved progranis were 
forwarded to the Office of Defense Mobilization for its information. 

With respect to the maintenance, repair, and operating supplies for aircraft 
operated by both domestic and friendly foreign air carriers, the CAA, in exer- 
cising its allotting-agency responsibilities— 

(a) presented quarterly requirements for allotments of controlled ma- 
terials to the Department of Defense, and 

(b) obtained priority ratings which provided priority assistance for air 
carriers equal to that made available to military elements. 

The CAA administered the granting of allotments and priority-ratings author- 
ity to United States carriers, and exercised control of allotments and priorities 
for foreign air carriers through coordination with the Bureau of Foreign Com- 
merce and the International Cooperation Administration. 

An additional program supplementing the second part of this program was 
carried on to assist United States air carriers in cases of emergency to obtain 
spare parts, including engines and propellers, through the Air Force. This pro- 
gram, known as the emergency repair parts program, is based upon an agree- 
ment between the Under Secretary of the Air Force and the Administrator of 
Civil Aeronautics to meet the United States air carrier operators’ needs either 
by diversion from an Air Force (Navy) procurement source, by outright sale 
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by the Air Force (Navy), or by sale conditioned upon return of reparable parts 
to the Air Force. 

(1) Effectiveness of program.—With respect to the production program for 
the new aircraft, approval was granted by ACC for the production of 632 air 
carrier aircraft for the period of July 1, 1956, through December 1958. 

With respect to maintenance, repair, and operating supplies for air-carrier 
aircraft, an adequate allotment of controlled materials to meet the needs of 
approximately 70 domestic and 65 friendly foreign carriers was made, and DO- 
ratings to the extent of approximately $60 million each quarter were available 
during the past fiscal year. 

(2) Current need for program.—Prior to July 1, 1953, the Department of De- 
fense, the National Production Authority (now BDSA), and the Defense Pro- 
duction Administration (now Office of Defense Mobilization) had recognized that 
the air-carrier program was so closely connected with the defense effort that 
the use of certain military allotment symbols and priority ratings was author- 
ized. 

When the Defense Production Act was amended and the defense materials 
system became effective on July 1, 1953, the direct defense connection received 
continued recognition. 

As a result, schedules for the production of new aircraft, prepared by CAA 
and approved by ACC, are submitted to the Department of Defense in order that 
materials may be made available and production of these aircraft may be 
integrated with military production. With respect to the maintenance, repair, 
and operating supply requirements of the air carriers, allotments of controlled 
materials and priority ratings were made available to CAA by the Department 
of Defense and the Business and Defense Services Administration, respectively. 
It is considered that this program must be continued as long as it is deemed 
necessary to maintain controls for military production. 


B. Federal airways and supporting-unit program 


The CAA administered the collection of requirements submitted by the vari- 
ous segments of CAA for the establishment and maintenance of the Federal 
airways system as well as of the Air Navigation Development Board and Aero- 
nautical Radio, Inc., and presented such requirements to the Department of 
Defense for issuance of allocations. The budgeting of allotments, including 
accounting control, and the issuance of priority authority to the various seg- 
ments of the CAA for the Federal airways system were carried out. 

(1) Fffectiveness of program.—Based upon allocations received from the 
Department of Defense, allotments of controlled materials were made available 
for the establishment of new air-navigation facilities and also for maintenance 
purposes in amounts adequate to carry on the air-navigation-facilities program 
of the CAA, The use of military-allotment symbols and priority ratings for 
equipment and supplies permitted continuation of this program without serious 
delay. 

(2) Current need for program.—The air-navigation facilities installed by the 
CAA require the use of high-precision electronic equipment and other related 
materials. When the defense materials system became effective on July 1, 1953, 
it was considered by the CAA, and the agencies of higher authority, that due to 
its close connection with the defense, this program should continue to receive 
priority and materials ratings equal to those accorded military programs. It is 
felt that as long as controls applicable to military purchases are continued, 
this program should be afforded equal status with military procurement. 


C. Miscellaneous priorities and materials 


Under the defense materials system, the manufacture and maintenance of 
nonearrier aircraft do not qualify for priorities and allocations. However, 
CAA collected requirements in terms of aircraft units needed for defense-support- 
ing civil activities such as executive, agricultural, and industrial flying. These 
requirements were incorporated in quarterly production programs and submitted 
to ACC for approval. The approved noncarrier aircraft programs were forwarded 
by ACC to the Department of Defense Aircraft Production Resources Agency 
for information as to available productive capacity and for integration with the 
civil air carrier and military programs to form the complete United States 
aircraft production program. Likewise, the approved programs were forwarded 
to the Office of Defense Mobilization for information. 

As a result of the sponsorship of the CAA, a noncarrier aircraft-production 
program was approved which formed the basis for the scheduled manufacture 
of 8,123 airplanes in 1957, and 6,489 in 1958, thus contributing to the stability 
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of aircraft-production output which is so important to the continuation of 
essential noncarrier civil aviation. 

CAA will continue to prepare nonearrier aircraft-requirements data for sub- 
mission to the Department of Defense so that mobilization planning will take 
into account this important segment of the aircraft industry. In addition, 
wherever any critical shortage may affect the production of such aircraft, the 
CAA will continue to present claims for priority assistance in light of essentiality 
to the defense effort. 

In addition, under its responsibility as an allotting agency, CAA obtained 
and submitted to the Office of Defense Mobilization, in response to its requests, 
estimated current and mobilization requirements of titanium for the civil 
aircraft programs. 

Also in compliance with the request of ODM, there were prepared and sub- 
mitted to it mobilization-year requirements studies for the Federal airways 
and supporting-units program, the air carrier MRO program, and the civil 
airports program. These “second round” studies constituted a revision of those 
submitted during fiscal year 1953. 

Except for some of the large air carriers, aircraft manufacturers, and electronic 
manufacturers, the priorities and allocations functions performed by CAA under 
the Defense Production Act affected a multitude of small-business enterprises 
which received equal treatment and were provided with assistance and encour- 
agement in the manufacture of electronic equipment, aircraft, and parts. 


D. Transportation orders T-1 and T-2 


With respect to these orders, instructions have been issued by our Office of 
Aviation Safety to field personnel to report immediately to the Under Secretary 
of Commerce for Transportation any violations of the orders that come to their 
attention. These instructions will be continued in force as long as transportation 
orders T-1 and T-2 are in effect. 


IV. ACTION TAKEN AS A RESULT OF ANY RECOMMENDATIONS OF THE JOINT COMMITTEE 
ON DEFENSE PRODUCTION 


The committee made no recommendations relative to priorities and allocations 
responsibilities affecting the CAA programs recognized under the defense 
materials system. . 

Vv. MAJOR PROBLEMS CONFRONTING CAA 


There are no major problems in carrying out current responsibilities under the 
act. 
VI. STANDBY PROGRAMS TO MEET FUTURE EMERGENCY 


The continued administration of the air carrier aircraft and the Federal 
airways and supporting-units programs under the standby defense materials 
system will be carried out in accordance with the regulations and in the light of 
existing conditions. Likewise, the preparation of noncarrier aircraft-production 
schedules will be continued. The procedures and necessary standby organization 
will be maintained as long as controls exist in order to administer these programs, 
and also so that in the event of partial or full mobilization, expansion of this 
activity may take place with a minimum of delay. 


VII. CHANGES IN ORGANIZATION DURING THE YEAR 


Administration of the priorities and allocations functions has remained in 
the Defense Requirements Branch, Supply Division, of our General Services 
Office, throughout the past year. Staffing of the Branch consists of two persons. 


VIII. FUTURE OBJECTIVES 


One objective of CAA is that of obtaining continued recognition of the basic 
requirements of the civil aviation programs under mobilization conditions. CAA 
has continued to participate in the mobilization planning program of ODM 
through submittal of the “second round” data mentioned above. Additional 
studies will be made as requested by ODM. 


IX. OTHER PERTINENT INFORMATION 


It is believed that the comments above cover the current situation. 
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MARITIME ADMINISTRATION—REpPORT OF ACTIVITIES UNDER THE DEFENSE 
PropucTion AcT 


The Maritime Administration has continued to cooperate with the Department 
of Defense and delegate agencies of the Office of Defense Mobilization in a number 
of activities designed to provide and maintain an adequate mobilization base. 
The principal areas of responsibility covered with respect to assignments of the 
Maritime Administration involve ship construction, shipyard facilities, and ship 
operations. Planning in these areas has progressed and exceeds the status of 
planning as reported in the Fifth Annual Report of the Activities of the Joint 
Committee on Defense Production, January 25, 1956. 


MOBILIZATION READINESS 


Reports to ODM and delegate agencies 


(a) The Maritime Administration submitted a detailed report to ODM under 
date of February 6, 1956, covering Maritime Administration defense-supporting 
responsibilities and the degree of implementation of plans developed for strength- 
ening the shipping mobilization base. 

(b) Reports (FM-2) covering full mobilization requirements for controlled 
materials for Maritime Administration-delegate agency programs covering ship- 
building and shipyard construction were submitted to ODM on April 27, 1956. 
These reports gave the dollar value (GNP) for 3 mobilization years and the 
requirements for steel, copper, and aluminum broken down in detailed categories 
for the same periods. This report also established index relationships between 
the consumption of peacetime periods, 1952 and 1954, by the shipbuilding and 
repair industry. 

(c) The Maritime Administration mobilization shipbuilding program based 
on the 1955 shipping requirements guidance received from the Joint Chiefs of 
Staff was revised. Appropriate advice relative to requirements for materials 
and components was given to ODM and its delegate agencies as to the needs to 
implement this program. 

(d) A Maritime Administration-Navy planning group report covering the abil- 
ity of United States shipping to meet early full mobilization requirements was 
prepared and was distributed to Congress and other Government agencies 
concerned. 

(e) An analysis of the maritime subsidy policy report prepared by the Depart- 
ment of Commerce was made by representatives of the Maritime Administration, 
Department of Defense, and the Office of Defense Mobilization with a view to 
adjusting United States merchant marine long-range policies and programs to 
long-term mobilization base requirements. 

(f) The Maritime Administration reported to BDSA requirements for certain 
components and materials deemed by that delegate agency to warrant an investi- 
gation into potential industrial capacity to supply Maritime Administration 
mobilization requirements. 

Authority: Defense Production Act of 1950, Public Law 774, Sist Con- 
cress; Executive Order 10480, as amended; Department of Commerce Order 
No. 128 (amended), dated March 21, 1956, and supplement 1 thereto, dated 
March 18, 1951. 

PRIORITIES AND ALLOCATION 


As a claimant agency for ship-construction materials, the Maritime Adminis- 
tration cooperates with the Department of Defense in allocating critical mate- 
rials for defense shipbuilding under Maritime Administration cognizance under 
the defense materials plan (DMS). 

Authority: Defense Production Act of 1950, Public Law 774, 8ist Con- 
cress; Executive Order No. 10480, as amended; Department of Commerce 
Order No. 128 (amended) ; dated March 21, 1956, and supplement 1 thereto. 
dated March 13, 1951. 


MOBILIZATION PERIOD SHIP CONSTRUCTION PROGRAM—-SHIPYARD FACILITIES 


In conjunction with the Department of the Navy (WATT Board), inspections 
were made of all national industrial reserve shipyards and certain commercial 
shipyards designated for use by the Maritime Administration in a period of 
mobilization and recommendations were prepared for the rehabilitation thereof. 

Preliminary estimates were procured from the designated operators of Mari- 
time Administration reserve shipyards for surveys of facilities and the adequacy 
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of machine tools and the estimated cost of necessary rehabilitation. Funds to 
further this work have not yet been appropriated. 
New shipyard sites were inspected on the three coasts and reports and recom- 
mendations were prepared regarding same. 
Authority: Defense Production Act of 1950, Public Law 774, Slst Con- 
gress; Executive Order 10480 as amended; Department of Commerce Order 
No. 128 (amended), dated March 21, 1956, and supplement 1 thereto, dated 
March 13, 1951. 


MARITIME ADMINISTRATION FACILITIES AND EQUIPMENT 


The Maritime Administration continued to make available, under revocable 
permit, portions of its four Government-owned reserve shipyards to other 
Federal agencies, in many cases for usage relating directly to the defense 
effort. For example, 150 acres of land, 29 buildings, and miscellaneous other 
structures are permitted to the Department of the Air Force at the Maritime 
Vancouver Reserve Shipyard, Vancouver, Wash., for use as the Air Force’s 
West Coast Vehicle Concentration Center. 

At the request of ODM, the Maritime Administration continued to make 
available to national defense contractors critical machine tools and metal- 
working equipment from its reserve shipyards. 

Authority: Defense Production Act of 1950, Public Law 774, 81st Con- 
gress; Executive Order 10480, as amended; Department of Commerce 
Order No. 128 (amended), dated March 21, 1956; and supplement 1 thereto, 
dated March 13, 1951. 


PARTICIPATION IN INDUSTRIAL PROCUREMENT ALLOCATION PLANNING 


The Maritime Administration is engaged in a standby procurement program 
in cooperation with the Department of Defense, the Atomic Energy Commis- 
sion, and other Government agencies. The prime objective of the program 
is to prepare for emergency in advance through mutual peacetime agreements 
between the pertinent Government agencies and private industry. These agree- 
ments create teams of Government procurement officers and manufacturers 
and afford them a practical opportunity to weigh the combined mobilization 
requirements of ships and guns against production capabilities. The Maritime 
Administration, in cooperation with the 38 armed services, has reserved 
production capacity with some 1,811 private industrial facilities, many of 
which are properly classified as “small business.” In addition, approximately 
1,135 mobilization production schedules have been accepted by executives of 
private industry. 

Authority: Defense Production Act of 1950, Public Law 774, 81st Con- 
gress; Executive Order 10480; Executive Order 10219 as modified by 
Executive Order 10480; Defense Mobilization Order VII-7, dated August 25, 
1954. 


SHIPBUILDING PROGRAMS 


Under the broad authority of the Defense Production Act and implemented 
by other legislation as indicated below, the shipbuilding program of the Mari- 
time Administration during the reporting period consisted of the following 
projects: 

The last C4-S—la, MA hull 32, was completed as Navy type AKA on January 6, 
1956 (Public Law 911, 8ist Cong., ch. 1213). 

Two R3—-S—4a refrigerated ships (Public Law 3, Mar. 10, 1951)—Funds ap- 
propriated by Public Law 468, 82d Congress, July 10, 1952, were completed 
September 2 and November 10, 1955, respectively. 

Four T5—S—12a bulk-oil tankers (Public Law 575—appropriations by Public 
Law 663, 83d Cong.) are still under construction. 

Four Liberty ships from the national defense reserve fleet are being con 
verted in three different shipyards with deliveries in the near future. 

Acquisition of used tankers (sec. 510 of the Merchant Marine Act, 1936, as 
amended). 

Eight new large bulk-oil tankers are being constructed to replace trade-in 
tankers (sec. (e)) with national defense features therein incorporated. 

Four passenger-cargo ships, 2 P2-—S2-9a and 2 P2-S2-l1la (title V of the Mer- 
chant Marine Act, 1936, as amended) with payment for construction differential 
subsidy and national defense features. 
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Seven miscellaneous ships (MSTS types) (Public Law 458, 83d Cong., 2d 
sess.) for the Department of the Navy. 

Construction of one prototype tanker T-5S—-RM2a (Public Law 121, 84th 
Cong., 1st sess.). 

Authorization for construction of 1 prototype merchant ship of the Clipper 
elass and the conversion of 1 Liberty ship to closed cycle gas turbine propulsion 
(Public Law 942, 84th Cong., 2d sess.). 


PORTS AND PORT UTILIZATION 


The Maritime Administration maintains liaison with port authorities and 
the shipping industry on port matters, as well as with other Government 
agencies, including ICC, Department of Defense, and the Bureau of Foreign 
Commerce, through representation on interagency committees such as the 
Interagency Committee on Port Utilization. As a representative of the De- 
partment of Commerce on the latter Committee, the Administration participated 
in the drafting of a plan for emergency control of port utilization which has 
been approved by ODM and is part of a national war plan for transportation. 
The Administration also cooperates with other agencies and foreign govern- 
ments in planning the development of foreign port capacities. 

The Maritime Administration, in cooperation with the Office of Defense 
Mobilization and in collaboration with the Department of Defense, is engaged in 
the continuing study and development of capacity and nuclear bomb damage 
assessment data as applied to facilities at United States sea and Great Lakes 
ports, and inland waterway navigation locks and dams. An initial submission 
of required data has been made to ODM on the location, capacity, structure, 
and vulnerability characteristics of such facilities, abstracted to punchcards. 

Defense transportation control exercises have received maximum support and 
participation by the Maritime Administration. With regard to the NATO Exer- 
cise “Life Line,” the Administration established a ships’ destination room and 
the Office of the Port Controller and furnished space and personnel therefor. 

Authority: Section 8 of Merchant Marine Act, 1920; Defense Production 
Act, 1950, Public Law 774, 81st Congress; Department of Commerce Order 


No. 128 (amended), dated March 21, 1956, and supplement 1 thereto, dated 
March 13, 1951. 


Determination of Requirements for the Allocation of Merchant Ships 


During the period covered by this report a number of Government-owned ves- 
sels were made available to the Department of Defense under general agency 
operation for military requirements. Upon the application of private opera- 
tors and the fulfillment of statutory requirements as to necessity, a few Gov- 
ernment-owned vessels were made available to the industry under bareboat 
charter to supplement their normal facilities in the handling of Government 
financed or commercial cargoes. 

No vessels under Government operation (GAA) were allocated to foreign aid 
programs. However, such programs benefited from the bareboat charter of 17 
vessels to private operators for their own account. Three of these vessels were 
chartered for liner service while 14 were utilized for bulk cargoes under voyage 
charters. 

The only ships under general agency agreement operation for Government 
account were those assigned to the MSTS for military requirements. On Sep- 
tember 1, 1955, there were 39 ships so allocated to MSTS. By December 31, 1955, 
that number had dwindled to 8 ships, including 1 Mariner and 7 Victorys. In the 
spring of 1956, 26 additional ships, 11 C1-MA-—V1’s, and 15 Victorys were with- 
drawn from the reserve fleets and allocated to general agents for employment in 
a special Arctic project as well as the regular worldwide operations of the 
MSTS. Some of the Cl-MA-V1’s have been returned to Maritime leaving the 
number of ships still under GAA as of September 1, 1956, at 28. 

Authority : Defense Production Act, 1950, Public Law 774, 8ist Congress; 
Executive Order 10219; Executive Order 10480, as amended ; Department of 
Commerce Order No. 128 (amended), dated March 21, 1956, and supplement 1 
thereto, dated March 13, 1951. 


TANKER VOLUNTARY PLAN 


This plan is presently in an inactive status and will not be reactivated until a 
determination of necessity by the Maritime Administrator is made, based upon a 
finding by him, concurred in by the Director, Office of Defense Mobilization, 
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that a national emergency exists in the tanker capacity field, with notice thereof 
to the Attorney General. 


GRAIN PROGRAM 


It is anticipated that on September 1, 1956, 90 ships previously used in the pro- 
gram will have been discharged of the old grain and 80 ships reloaded with new, 
leaving a total of 355 ships laden with about 81 million bushels of grain at 4 
reserve fleet sites, 2 on the Atlantic and 2 on the Pacific coast. 

Authority: Defense Production Act, 1950, Public Law 774, 8list Congress: 
Executive Order 10219; Executive Order 10480, as amended ; Department of 
Commerce Order No. 128 (amended) dated March 21, 1956, and supplement 1 
thereto dated March 18, 1951. 


DEFENSE AIR TRANSPORTATION ADMINISTRATION’S (DATA) PROGRAM AND 
AUTHORITY 


During the past year, DATA’s program has been to further perfect the read- 
iness of civil air-transportation facilities for immediate conversion to the most 
effective wartime operation. Although the priorities and allocations authorities 
for the use of air-transport facilities has not been actually exercised, DATA is 
maintaining a planned allocation of four-engine, long-range aircraft to a civil 
reserve air fleet periodically geared into current Department of Defense plans. 
This standby allocation is also necessary for effective operational and logistical 
mobilization planning. 

From section 101 of the Defense Production Act, Executive Orders 10480 and 
10219, and Commerce Department Order No. 137, priorities and allocation author- 
ities with regard to air transportation facilities are delegated to the Secretary 
of Commerce, and redelegated to DATA. DATA’s duties include: 

1. Assembie and analyze data on the requirements of civil air transporta- 
tation and of the Department of Defense for aircraft of the types used by 
civil air carriers. 

2. Formulate plans and programs and initiate action to meet these require- 
ments, including the transfer or assignment of aircraft of civil air carriers 
to the Department of Defense when required for such needs of the Armed 
Forces as are approved by the Director of ODM. 

8. Consult with the Chairman of the CAB on the redistribution of remain- 
ing aircraft among civil air carriers to assure the maintenance of essential 
civil routes and services. 

4. Schedule the movement of traffic and administer priorities for civil air- 
earrier transportation. 

5. Recommend to ODM on loans to private enterprise for expansion of 
air-transportation facilities where such expansion is essential for the national 
defense. 

Two other DATA activities not under the Defense Production Act but closely 
related to national defense are: (1) accelerated tax amortization of air-transport 
facilities under section 124A of the Internal Revenue Code; and (2) aviation war- 
risk insurance under Public Law 47. 82d Congress. 


ALLOCATION OF AIRCRAFT 


The current allocation of aircraft to military support is 350 four-engine air- 
crafts, by registration number, for the civil reserve air fleet in 1956—57, 368 in 
1958, and 351 in 1959. With larger and more modern aircraft being included in 
these allocations, the increase in airlift capacity for 1956-57, 1958, and 1959 over 
the 1955 allocation is 30 percent, 39 percent, and 39 percent respectively. The 
eapability of the CRAF fleet for each of these years amounts to about one-third 
of the total commercial airline airlift. The relative contributions of air carriers 
was made after reviewing the recommendations of DATA’s Allocations Advisory 
Committee on which all CRAF contributors are represented. 


CIVIL RESERVE AIR FLEET 


The CRAF Logistics Working Group has recently revised operational and 
logistics support plans for the CRAF for 1956-57, 1958, and 1959. Procedures 
have been developed for maintaining these plans on a continuing basis, adjusting 
them for changes in war plans allocations of aircraft, and other factors. 
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The group draws for expert technical advice upon over 400 individuals in the 
air-transportation industry who have security clearance for this project, as well 
as representatives from Air Force Headquarters, Air Materiel Command, Military 
Air Transport Service, Civil Aeronautics Administration, Aeronautical Radio, 
Inc., Airlines Personnel Relations Conference, and DATA. 

Agreement has been reached between carrier representatives and the Air Force 
on the basic plans for standby airlift contracts whereby the CRAF can be 
employed when needed, without confusion, loss of efficiency, or financial difficul- 
ties. DATA participates in the working group in this phase of the CRAF 
program, and during the past year the CRAF Standby Contract Drafting Com- 
mittee has accomplished a great deal in many weeks of sessions. 

In order to continue with current CRAF planning, and in order to operate 
the CRAF immediately and efficiently upon the outbreak of war, it is necessary 
that operations boards, composed basically of airline representatives, be organ- 
ized. A DATA representative is Chairman of the Operations Boards Agreement 
Drafting Committee to produce a basic document which will then be submitted for 


approval to the Department of Justice for antitrust purposes, and to the CAB 
for approval of carrier agreements. 


WAR AIR SERVICE PATTERN 


Authority has been delegated to the Chairman of the Civil Aeronautics Board 
to reallocate aircraft between civil operators on a war air service pattern for the 
most effective use of air transportation for national defense purposes. The 
Chairman of the CAB created an industry advisory committee with several 
task groups to work on the various problems in this field. One of the task 
groups, chaired by a DATA representative, has produced a report on minimum 
civil requirements for United States air transportation in time of war, which 


after circulation to various Government and industry representatives for com- 
ment and criticism, is now being revised. 


AIR PRIORITIES 


Under a written agreement between the Secretaries of Commerce and Defense, 
there is an Air Priorities Board, with the Administrator of DATA representing 
the Secretary of Commerce. This Board has been created to determine policies 
required for the operation of a single worldwide air priorities system controlling 
traffic on United States military and civil transport-type aircraft in the event 
of war. 


The standby organization which would administer the policies of the Air Prior- 
ities Board has not yet been formalized. 

An interim organization, with airline experts designated by name and phone 
ntimber, has been established among domestic airlines to administer the air- 
priorities system pending the creation of a standby Department of Defense 
organization, in order that under emergency conditions the most essential and 
urgent traflic, military and civil, and Civil Defense, will move first. 


GENERAL AVIATION 


With the concurrence and cooperation of the owners, allocation of approxi- 
mately 800 multiengine transport-type, business and privately owned aircraft 
has been made by DATA to meet Civil Defense requirements in the initial stages 
of an emergency. This national emergency defense airlift (NEDA) plan has 
been worked out in detail with the Federal Civil Defense Administration and 
will be implemented through State aviation directors and airport managers of 


major airline stations to assure the most effective utilization of this fleet under 
mobilization. 


MANPOWER 


The Administrator of DATA was appointed by the Secretary of Commerce 
on February 29, 1956, to act as Chairman of the Interdepartmental Aviation 
Manpower Committee which was established for the purpose of determining 
the current and prospective manpower needs of the aviation industry, both as 
to current operations and for full mobilization. Appropriate industry and labor 
representatives have been invited to serve in a consultive capacity and an addi- 
tional subeommittee on general aviation has been designated. 
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The Manpower Technical Advisory Groups of both the Atlantic and Pacific 
committees of the CRAF Logistics Working Group have continued their work 
in support of the CRAF operation and have revised the manpower allocations 
among the carriers to bring them in consonance with current and projected 
aircraft allocations. 


TAX AMORTIZATION AND DEFENSE LOANS 


During the period from September 31, 1955, to date, necessity certificates 
were issued on DATA’s recommendation covering 300 transport aircraft and 
related spares in the amount of $558 million at 80 percent. Furthermore, addi- 
tional applications are now on file with ODM covering 358 aircraft in the amount 
of $1,311 million. 

There were no applications for defense loans under section 302 of the Defense 
Production Act. 


AVIATION WAR-RISK INSURANCE 


Congress passed legislation extending the provisions for aviation war-risk 
insurance for an additional 5 years. 


SMALL BUSINESS 


Small business is included and given equal treatment in all DATA programs, 
These programs are concerned with the entire air-transportation industry, 
including large and small certificated carriers, noncertificated carriers, and 
corporate and private aircraft. Representatives of all air carriers are consulted 
and are designated members of advisory committees if their aircraft and serv- 
ices are included in these programs. 


BurREAU OF PusLtic RoapS—REpPorRT OF ACTIVITIES UNDER THE DEFENSE 
PRODUCTION ACT 


1. Programs conducted under authority of the Defense Production Act as im- 
plemented by Executive orders, departmental orders, Delegations, etc. 


The Bureau of Public Roads, by delegation from the Department of Commerce, 
acts as a supply and requirement agency for the Office of Defense Mobilization 
in regard to highway and bridge construction, maintenance, and operation, 
including urban streets, regardless of financing. During the past year, estimates 
of the minimum requirements under emergency conditions have been prepared 
and submitted to ODM for use in their study of the adequacy of production 
under such conditions. 

Under the authority of the Federal-Aid Highway Act, the Bureau of Public 
Roads performs a variety of tasks that are intimately associated with the 
intent and objective of the Defense Production Act. Congressional action this 
past year increased the importance of these activities. The passage of the 
Federal-Aid Highway Act of 1956 authorized and finances the completion of the 
construction of the 41,000-mile National System of Interstate and Defense 
Highways. 

The construction of these new high-speed highways is already accomplishing 
the policies expressed in section 4 of the 1956 amendment to the Defense Pro- 
duction Act. That act states that ‘‘* * * it is the policy of Congress to encourage 
the geographical dispersal of the industrial facilities of the United States in 
the interest of national defense * * *.” The new high-speed highways already 
built on the routes of the Interstate System have encouraged the dispersal of 
the Nation’s industrial facilities. Since the completion of the New York Thruway, 
a 427-mile limited access highway, at least $150 million worth of new industrial 
facilities have been erected along it. The same pattern is evident in New 
England where over $100 million worth of new industrial facilities have been 
located along the limited-access bypass recently built around the Boston metro- 
politan area. In the Washington area, the Atomic Energy Commission is build- 
ing its new headquarters adjacent to the new location of the Interstate System 
route, U. S. 240, which is now under construction as a limited-access highway. 
These are only three examples; many more could be cited. The construction 
of the new Interstate System will provide a multitude of new industrial sites 
linked together by a highly flexible high-speed transportation network. 
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Other work of the Bureau of Public Roads that is closely associated with the 
policies expressed in the Defense Production Act includes the location and con- 
struction of access roads to military facilities, defense material production 
facilities, and raw material sources; the construction of access routes into the 
urban areas; and other such activities. The Bureau is, of course, keeping its 
information on material, manpower, and equipment usage in the highway 
industry current for use by the Office of Defense Mobilization in an emergency 
or in the preparation of plans for an emergency. 


2. Authority 


The Bureau of Public Roads derives its powers for this work under Executive 
Order 10480, Defense Mobilization Order VII-5, and the Federal Highway Act of 
1921, as amended. 


8. A summary of each program, including mention of activities with other 
agencies 


Answer to question 3 is included as a part of the answer to question 1. 
4. A summary on the effectiveness of the programs 

Answer to question 4 included as a part of the answer to question 1. 
5. Current need for the programs 


It is essential that the Bureau of Public Roads keep up its record of current 
usage of manpower, material and equipment for highway work if it is to be 
prepared to act as a claimant agency under emergency conditions. The remainder 
of the work discussed herein is performed primarily under the authority of the 
Federal-Aid Highway Act and is necessary under the provision of that act. 


CIVIL AERONAUTICS BOARD 


Civin AERONAUTICS Boarp, 
Washington, October 26, 1956. 
Hon. Paur Brown, 
Chairman, Joint Committee on Defense Production, 
House of Representatives, Washington, D. C. 


DEAR CONGRESSMAN Brown: Further reference is made to your letter of August 
7, requesting a brief factual summary of the operations of the Civil Aeronautics 
Board under the Defense Production Act for the past year. 

Attached is the report which you requested. 

Sincerely yours, 
JOSEPH P. ADAMs, Acting Chairman. 


REporT oF ACTIVITIES UNDER THE DEFENSE PropUCcTION AcT 


AIRCRAFT CLAIMANT ACTIVITIES 
Legal basis 


The Chairman of the Civil Aeronautics Board originally received his authority 
to act during rationing as claimant for the airlines with respect to new aircraft 
and concurrent spares from the Secretary of Commerce, who delegated the 
power in Department Order 128, supplement 2, section 2.013 (issued June 25, 
1951, effective May 24, 1951). 

The authority had its origin in the general powers granted to the President 
by the Defense Production Act. The Defense Production Administration was set 
up, under the authority of the act, as the coordinating body with respect to 
national defense. As part of its defense program, the Secretary of Commerce 
was designated by DPA Order 1 (May 24, 1951), as claimant for the airlines to 
present requirements for new equipment to the Defense Production Administra- 
tion. Utilizing the right granted in Executive Order 10219 to employ the serv- 
ices of the Civil Aeronautics Board in performing his emergency functions, the 
Secretary then designated the Chairman of the Civil Aeronautics Board as 
claimant, authorizing the Chairman to redelegate the duty if he desired. 

On August 18, 1958, the President issued Executive Order 10480 transferring 
emergency powers over air transportation to the Office of Defense Mobilization, 
which in DMO VII-5 (October 8, 1955), designated the Secretary of Commerce 
to present supply and requirements information to the Office of Defense Mobili- 








122 JOINT COMMITTEE.ON DEFENSE PRODUCTION 


zation. The Secretary reyoked Department Order 128, supplement 2, but it is 
expected that the Secretary will redelegate to the Chairman of the Civil Aero- 
nautics Board the supply and requirements function prescribed by DMO VII-5. 


Summary of activities 


Under the Government procedures established for the allocation of critical 
raw materials following the initiation of the Korean action, the Chairman of the 
Civil Aeronautics Board was designated claimant agent for new transport air- 
eraft for United States carriers. 

In establishing procedures for carrying out this responsibility, a policy was 
adopted supporting airline requests for priority assistance for all new aircraft 
which could be economically absorbed and were necessary for maintaining a 
civil air transport system capable of meeting defense activities and mobilization 
commitment. This policy was also adopted by the Air Coordinating Committee 
and is supported by the military in view of the need for such aircraft to serve 
as a first line reserve in the event of all-out war. This basic policy has resulted 
in military ratings for carrier aircraft and replacement parts. 

When materials were in short supply, the following procedures were followed: 

Data from the carriers and manufacturers pertaining to aircraft on order 
were secured by the Board’s staff and compared with estimates of future capacity 
demands. <A screened program was presented to the Air Coordinating Commit- 
tee, which supported the approved program in discussion with the Defense 
Production Administration and National Production Authority on the basis of 
staff analyses of industry requirements. 

The Board's staff participated actively in the work of the National Produc- 
tion Authority Aircraft Industry Division and various Defense Production Ad- 
ministration groups following adoption of approved programs by the Air Coordi- 
nating Committee, assisting in prosecution of appeals from cutbacks or proposed 
reductions in materials allocations, and acting as an informational source and 
in an advisory capacity on all matters relating to carriers’ orders for new air- 
craft. 

With the termination of the Korean War and the easing of the material supply 
situation, the proposal of the Board’s representative on the ACC Aircraft Claim- 
ant Subcommittee to put the program on a standby basis was adopted. Under 
the present procedures, a quarterly program is developed by the Secretary of 
the Aircraft Claimant Subcommittee for circulation to all members for notation 
approval or disapproval. Disapproval requires the calling of a meeting. No 
meetings have been called. By this methodology the Board is relieved of the 
necessity for presenting an economic justification for these aircraft and retains 
its rights to demand a meeting in the event it objects to any proposed allocation 
or feels the necessity to reactivate the program. 


WAR AIR SERVICE PATTERN 
Legal basis 


The power of the Chairman of the Civil Aeronautics Board to establish the 
war air service pattern and redistribute air lift among air carriers during emer- 
gencies is derived from Commerce Department Order 139 of March 26, 1952, by 
which the Secretary of Commerce delegated to the Chairman authority to 
“formulate plans and programs for, initiate actions for, and carry out such 
distribution and redistribution of civil aircraft among the civil air carriers as 
may be necessary to assure the maintenance of essential routes and serv- 
ices * * *” 

The power to exercise this authority was originally granted to the President 
by section 101 (a) of the Defense Production Act; the President delegated his 
authority by Executive Order 10200 to the Defense Production Administrator 
(DPA) who in turn subdelegated the authority to the Secretary of Commerce 
by Defense Production Administration Delegation I, as amended, November 2, 
1951. 

The delegation to the Chairman is regarded as still effective, although no 
subsequent delegation to him has been made by the Secretary of Commerce since 
Executive Order 10480 (August 18, 1953) transferred the emergency powers 
over air transportation to the Director, Office of Defense Mobilization, and 
Defense Mobilization Order 1-7 redelegated the powers to the Secretary of 
Commerce, September 4, 1953. 

As the Chairman is to “assure the maintenance of essential routes and 
services,” he would appear to have the authority to determine which are essential 
routes and services and the number of planes and the flying schedules necessary 
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to maintain them. To carry out his duties, he may require one airline to lease 
its planes, with or without crews, to another airline. It is doubtful, however, 
whether he can require the making of a contract for the operation by one carrier 
of all or part of another carrier’s routes, as this would effect a redistribution 
of routes, not aircraft. 


Summary of activities 


In the event of war involving the United States, the chief function of the 
Civil Aeronautics Board would be the maintenance of air transport routes and 
services essential to the defense effort. These would be primarily determined 
by the movement of the priority traffic and would constitute the routes and 
services commonly referred to as the war air service pattern, or WASP. 

As an aid in the discharge of these responsibilities, the Board would be 

furnished by the Air Priorities Board with continuous data on priority traffic 
flows and demands and plan such future strategic actions likely to affect the 
character and location of these demands. Under existing laws and delegations, 
the Chairman would also have the power to establish the war air service pat- 
tern, including the assignment of an airlift quota to each carrier and, if neces- 
sary, to require the establishment and operation of specific schedules needed to 
serve priority requirements. He would also have the further power in cooper- 
ation with the Defense Air Transport Administrator to redistribute airlift be- 
tween carriers as necessitated by the lift requirements of such war air service 
pattern. 
The priority traffic demands may necessitate shifts in airlift requirements 
between segments and between carriers. This dislocation wil! be further aggra- 
vated by the fact that aircraft assigned to direct military operations support 
through the civil reserve air fleet (CRAF) cannot be taken on any proportionate 
basis which would have an equal effect on the lift capacity of each carrier. 

To develop adequate plans for the exercise of these powers and to create a 
Government-industry cooperative team for effectively implementing them, the 
Board in December 1953 established an Industry Advisory Committee on Aviation 
Mobilization under the chairmanship of Mr. Joseph H. FitzGerald, Director of 
the Bureau of Air Operations, and vice chairmanship of Mr. Ireland, vice presi- 
dent of United Air Lines and former Defense Air Transport Administrator and 
Director of Priorities in World War II. This Committee is broadly representative 
of all phases of the industry and the members are appointed by the Chairman, 
with the concurrence of the Board, on the basis of their individual knowledge 
rather than as representatives of particular companies and agencies. The Gov- 
ernment interests are represented on the Committee by Mr. Hardeen, Defense 
Air Transport Administrator, and Mr. Earl B. Smith, Director of Transportation 
and Communications, Department of Defense, who will constitute the Air 
Priorities Board under present planning in event of war. 

The Committee, through its task groups, has been concentrating on the follow- 
ing initial problems: 

1. Development of an estimate of wartime air transport requirements as a 
planning tool not only for use of the Board but also for use of the Defense Air 
Transport Administration and Office of Defense Mobilization in evaluating 
civilian versus military need for airlift in connection with requests for alloea- 
tions to CRAF. The task group assigned to this project has developed and 
submitted to the Industry Advisory Committee comprehensive overall estimates 
of such requirements. The group is now engaged in further work concerned 
with detailing the estimates by communities and route segments. The group 
is also engaged in a reexamination of its estimates in the light of comments 
received from interested Government agencies, and new assumptions as to attack 
conditions. 

2. Determination of the method of allocating airlift hetween carriers to im- 
plement the war air service pattern including the assurance of provision of ade- 
quate personnel and maintenance facilities. The task group assigned to this 
problem completed a series of meetings and submitted its report to the industry 
advisory committee in June 1956. 

3. Development of financial and legal machinery for transfer of airlift between 
carriers under the war air service pattern. The task group assigned to this 
problem will meet shortly to attempt to work out the complex financial and legal 
problems involved in transfers of airlift capacity. Much of the work with which 
task group 2 was concerned is of significance to the work of task group 3, and 
with the completion of the report on methods of allocating airlift, it will now be 
possible for task group 3 to proceed to finalize its suggested program. 

84614—57——_9 
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DEPARTMENT OF THE INTERIOR 


OFFICE OF THE SECRETARY, 
Washington, D. C., October 10, 1956. 
Hon. Paut Brown, 
Chairman, Joint Committee on Defense Production, 
Congress of the United States, Washington, D. C. 


My Dear Mr. Brown: In response to your request, reports of operations of 
agencies and offices of the Department of the Interior under the Defense Pro- 
duction Act during the last year are submitted with this letter. 

These reports include one from each of the following: Office of the Assistant 
Secretary—Water and Power Development (electric power), Office of Oil and 
Gas (petroleum and gas), Office of Minerals Mobilization (metals and minerals, 
except domestic minerals exploration, and solid fuels), and Defense Minerals 
Exploration Administration. 

In addition to current operations and work on readiness measures involving 
authority provided by the Defense Production Act, certain of these reports in- 
clude references to other closely associated operations and defense mobilization 
planning activities under related legislation. 

During the last year, all bureaus and offices of this Department have made 
substantial progress in development of plans to assure continuity of essential 
functions in the event of enemy attack upon the United States. The Fish and 
Wildlife Service, which carries on certain defense mobilization functions under 
a delegation of authority to this Department from the Secretary of Agriculture, 
has participated actively in this program. Also, during Operation Alert 1956, 
the Fish and Wildlife Service simulated actions with respect to the production 
of fishery commodities or products under the assumed conditions of the post- 
attack period. 

Sincerely yours, 
CLARENCE A. Davis, 
Under Secretary of the Interior. 


DEFENSE ELECTRIC POWER, OFFICE OF ASSISTANT SECRETARY, WATER AND POWER 
DEVELOPMENT 


Fred G. Aandahl, Assistant Secretary 


This report covers the operations of the defense electric power program, Office 
of the Assistant Secretary for Water and Power Development, Department of 
the Interior, for the period October 1, 1955, the date of the last annual report 
to the Joint Committee on Defense Production, through September 30, 1956. 


PROGRAM 


Activities in the defense electric power field can be summarized as follows: 

General supervision of electric power supply expansion (including the genera- 
tion, transmission, distribution, and utilization thereof) to plan for an adequate 
power supply for the Nation under partial and full mobilization conditions. In 
detail they include, among others, assembling and evaluating data as to the pro- 
duction capacity of electric utilities and the supplying of electric power under 
mobilization conditions; serving as an allotting agency and providing recom- 
mendations as to scheduling and expediting, to assure delivery of materials and 
equipment to the electric power industry for the power expansion program to 
provide power to Atomic Energy Commission installations; recommending estab- 
lishment or modification of expansion goals; screening and making recommenda- 
tions to the Office of Defense Mobilization on requests for accelerated tax amor- 
tization for electric power facilities under expansion goals established by the 
Office of Defense Mobilization; and conducting various activities concerned with 
departmental and electric power industrial functions in the event of an emergency 
to insure a continuity of essential electric power. 


AUTHORITY 


The administration of functions dealing with electric power is vested in the 
Secretary of the Interior under the Defense Production Act of 1950, as amended: 
Executive Order 10480 of August 15, 1953, as amended; and Office of Defense 
Mobilization Order I-13 of November 12, 1954; DMO I-7 (formerly DMO-30) of 
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August 14, 1953; DMO VII-5 of October 7, 1953; and Federal Civil Defense 
Administration Delegations 3 and 4 as approved by the President on August 13, 
1955, and November 22, 1955, respectively. 


POWER SUPPLY 


Nationwide December peak capabilities, peak loads, and gross reserves (per- 
cent of loads) as actually occurred in 1954 and 1955 and as forecast for the years 
1956 through 1959, on the basis of median and adverse hydro conditions, are 
shown in table I. The forecast is based on information and statistics as of 
June 30, 1956. 


TABLE I.—December peak capabilities, peak loads, and reserves 





























Median hydro conditions Adverse hydro conditions 
Year 
Capabilities} Loads Reserves |Capabilities} Loads Reserves 
(million (million | (percent (million (million (percent 
kilowatts) | kilowatts) of load) kilowatts) | kilowatts) of load) 

Se ee 103. 4 85.7 TOG, Bia sc acinimnina pba baddies - 
a ee 116.3 98.1 | BB: 6 | cncncusapindslaseatbeedebetinndaell - 
1956, estimated............... 122.0 105.8 | 15.2 120.1 105. 8 13.5 
1957, estimated .............- 131.5 114.1 | 5.3 129.1 114.0 13.2 
1958, estimated _........-....- 145.4 122.3 18.9 142.7 122.3 16.7 
1959, estimated ............... 158. 2 130. 6 21.1 155. 5 150.6 19.0 








The South Central, region V,. experiences summer loads 25 to 33 percent in 
excess of those for the following December. The Southwest, region VIII, has 
summer and winter peak loads of about the same magnitude while the remaining 
six regions have highest peaks during winters. Table II is a composite of the 
nationwide peak capabilities, peak loads, and reserves using summer conditions 
for region V and those for December for the remaining seven regions. 


TABLE II.—Composite of peak capabilities, peak loads, and reserves 

















Median hydro conditions Adverse hydro conditions 
Year heen B -3is le: ie pe 

Capabilities Loads Reserves |Capabilitjes Loads | Reserves 

| (million (million (percent (million (million (percent 

| kilowatts) | kilowatts) | ofload) | kilowatts) | kilowatts) | of load) 
niinihilbsictan cach A Steines eM a cee =. fs —|-~— ff 
1954, actual...” pa 102.9 87.4 Pt OE tee woe 
1955, actual. : eneakeaxt 116.0 | 99.9 SR ictcnckenli aT a be ieitee 
1956, estimated __________-..---| 121.9 | 108.1 | 12.7 120.1 |} 108. 1 | 11.1 
1957, estimated__...___._______.| 131.3 | 116.7 | 12.6 129.0 | 116.7 | 10. 6 
1958, estimated__......._______ | 145.3 | 125.3 16.0 142. 6 | 125.3 | 13.8 
1959, estimated___..___._______ 158 1 134. 1 | 17.9 155.3 | 134. 1 15.8 











Unseasonable countrywide cold weather during December 1955, combined with 
increased commercial and industrial activity, resulted in record peak loads for 
the year. December peak loads for the years 1956, 1957, and 1958 are now 
estimated to be greater than estimated 1 year ago. These upward revisions of 
estimated peak loads coupled with lowered estimates of capabilities in 1956 and 
1957, result in gross reserves substantially lower than previously forecast for 
each of the years 1956 through 1958. 

The attainment of greater generating capabilities in 1956, 1957, and 1958 has 
been adversely affected by : The decline in rate of load growth in the last part of 
1953 and the first part of 1954 which indicated less need for new starts at that 
time for generation to come into service some 3 years later; the review of the 
power goal between December 1953 and April 1955; the tightening of the dis- 
persion requirements on all tax amortizations that were submitted after the goal 
was reopened in April 1955; the prolonged labor disputes involving one of the 
principal manufacturers of large steam turbines which has postponed by sev- 


1 All references to regions are those as established by Federal Power Commission. 
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eral months the in-service date of many units; and to some extent the tight sup- 
ply of some materials. 

While the gross reserves as estimated for the country as a whole vary from 
10.6 to 17.9 percent for the years 1956-59, on a regional basis the power situation 
is not too favorable to meet all requirements under full mobilization. Estimated 
reserves in some regions as shown in table III are not adequate to meet large 
blocks of unscheduled loads that can be expected to develop under full mobiliza- 
tion. 

The reserves in all regions can meet the present load requirements under both 
summer and winter conditions with the exception of region VII under adverse 
water conditions during the winter. However, the December reserves in regions 
I, III, and VII are too low to assure an adequate power supply for full mobiliza- 
tion. December reserves in regions II and IV, and summer reserves in region V 
are not as high as desirable. 


Taste III.—Regional reserves (percent of loads) under median and adverse 
hydro conditions for December peaks for all regions and summer peaks for 
regions V and VII 





1956 | 1957 1958 1959 


Region I: 

December median hydro 

December adverse hydro 
Region II: 

December median hydro 

December adverse hydro 
Region III: 

December median hydro 

December adverse hydro 
Region IV: 

Pecerm ber median hydro 

December adverse hydro 
Region V: 

December median hydro 

December adverse hydro 

Summer median hydro 

Summer adverse hydro 
Region VI: 

December median hydro 

December ad verse hydro 
Region VII: 

December median hydro_...............-..--....-- & 
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AEC-RELATED POWER PROJECTS 


The Office of the Assistant Secretary—Water and Power Development—is the 
allotting agency for the program which provides allotments and priority assist- 
ance on materials and equipment for construction of certain facilities to furnish 
interim, firm, and backup power to Atomic Energy Commission installations. 
Electric-power facilities included in this program are familiarly known as E-5 
rated projects. There are 52 such projects, containing 89 units with nameplate 
ratings totaling 10,721,000 kilowatts. These were designated as essential to 
supply power to Atomic Energy Commission installations. Since the 
started in 1953, facilities with a total capacity of 10,136,000 kilowatts had been 
placed in service by March 1956. The final unit was scheduled to be in service 
during April of this year. However, prolonged labor disputes involving one of 
the principal manufacturers of steam turbines have delayed the installation of 
the last three units with 585,000 kilowatts of capacity. Present scheduling 
indicates that the last unit can be in operation about April 1957. 


EXPANSION GOALS 


Expansion goal No. 55 (electric power), as revised and issued on August 26, 
1952, called for the installation of 41 million kilowatts of new generating capabil- 
ity in class I utility systems or a total of 116 million kilowatts by the end of 
1955, and 1 million kilowatts for certain defense-related projects in 1956. The 
total installed capacity by the end of 1955 slightly exceeded 116 million kilowatts. 
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On December 3, 1953, the Office of Defense Mobilization by its order VII-6 
temporarily placed the electric-power goal on the suspended list. On April 15, 
1955, ODM by its order VII-6, amendment 11, transferred expansion goal No. 
55 (electric power) from the suspended to the open list. This amendment also 
enlarged and extended the goal to 150 million kilowatts by the end of 1958. 

On August 11, 1955, expansion goal No. 55 (electric power) along with 37 other 
goals was placed on the suspended list by Defense Mobilization Order VII-6, sup- 
plement 1, pending review to determine whether adequate productive capacity 
existed to meet defense mobilization needs. 

The Office of Defense Mobilization by its Order VII-6, supplement 3, dated 
September 29, 1955, placed expansion goal No. 55 (electric power) on the open 
list. On the same date, the Director of the Office of Defense Mobilization issued 
a notice, pursuant to the provisions of DMO III-1, supplement 1, requiring that 
applications for necessity certificates for accelerated tax amortization under the 
electric power goal be filed by December 31, 1955, in order to be eligible for con- 
sideration. The Office of Defense Mobilization by its order VII-6, supplement 6, 
dated January 1, 1956, placed expansion goal No. 55 (electric power) on the 
closed list. 

Expansion goal No. 225, for power facilities for military, atomie energy, and 
defense-related needs, was established by Defense Mobilization Order VII-6, 
amendment 9, dated March 17, 1955. This goal covers transmission lines for 
which there is an existing or prospective shortage to supply power required by 
the military services, Atomic Energy Commission, or a defense-related industry. 

Through December 31, 1955, under the original and amended expansion goal 
No. 55, and through August 31, 1956, under expansion goal No. 225, applications 
for certificates of necessity for rapid tax amortization have been received for 
1,219 electric-utility projects and 43 industrial plants. Of these, 965 utility 
plants and 39 industrial powerplants were recommended for issuance. The 
certificates of necessity issued by ODM are related to an increase in the Nation’s 
electric power capacity of 35,026,055 kilowatts by electric utility systems and 
777,000 kilowatts by industrial power plants. Numerous requests for post- 
certification action, including time and scope amendments were analyzed and 
recommendations were made to ODM. 


SPECIAL STUDIES 


A study chaired by this Department with representatives from the Office of 
Defense Mobilization, Department of Defense, Department of Commerce, and 
the Federal Power Commission participating, is under way to evaluate the power 
situation in the Niagara area in the event of an attack on that area. Similar 
studies of other critical areas will be undertaken in the near future. 

New criteria for rating electric-power facilities such as generating plants, 
transmission tines, and substations have been formulated jointly by representa- 
tives from this Department, Business and Defense Services Administration, and 
the Federal Power Commission. These new criteria have been recommended to 
and accepted by the Industry Evaluation Board for use in reviewing the ratings 
of electric power facilities nationwide. Facilities are currently being rated. 

A study of the wartime material requirements for the electric-power industry 
has been made. This study involved estimations of the industry’s requirements 
during full mobilization years, by shape and form of aluminum, copper, and 
steel, for construction of projects and for maintenance, repair, and operating 
supplies. 


FUTURE PLANNING 


The defense electric power staff has participated with the Office of Defense 
Mobilization and Federal Civil Defense Administration in the development of 
plans for action by Government and industry in the event of full mobilization 
or of enemy attack, and is presently implementing approved readiness policies 
and programs. This includes plans for the activation and staffing of a war 
electric power agency at the Department’s relocation center. Planning for 
steps to be taken in event of a national emergency is being carried on in order 
to assure a continuation of essential electric-power supply. Maps and operating 
information on major electric systems are maintained for use in such an emer- 
gency. Conferences have been held throughout the Nation with electric power 
industry officials in connection with the establishment of field organizations 
and the appointment of area power managers to be effective in case of an attack, 








128 JOINT COMMITTEE ON DEFENSE PRODUCTION 


COOPERATIVE ACTIVITIES 


The defense electric-power functions include cooperative activities with: Of- 
fice of Defense Mobilization as to status of goals, tax amortization, capability 
and loads, wartime supply-requirements studies, and other mobilization plan- 
ning work; Atomic Energy Commission as to status of the E-5 rated program, 
ratings for and expediting of materials; Department of Commerce as to ratings 
and allotments of materials for defense-related electric plants and as to In- 
dustry Evaluation Board analyses pertaining to electric-power facilities; Geo- 
logical Survey of the Department of the Interior with respect to mapping; Fed- 
eral Power Commission as to capabilities and loads; utility systems as to loads 
and capabilities; and Federal Civil Defense Administration in civil-defense 
planning for the Nation’s electric utilities. 


OPERATION ALERT 1956 


The defense electric power staff augmented by specialists from other agencies 
of the Department of the Interior participated in the national civil-defense ex- 
ercise Operation Alert 1956 sponsored jointly by the Federal Civil Defense Ad- 
ministration and the Office of Defense Mobilization and held between July 20 
and 26. Previous to the exercise contacts in person and by letter had been made 
with power industry officials to insure their participation in the exercise at 
local, State, and regional levels. 


CURRENT NEED FOR PROGRAMS 


One of the major responsibilities of the Office of Assistant Secretary for Water 
and Power Development will be continuing analyses and evaluations of the 
ability of the electrict power industry to assure adequate power supply in the 
in the event of a national emergency. This office must maintain complete and 
up-to-date information on the capability of industry to provide essential civilian, 
military, and industrial needs of this country and maintain sufficient reserves 
as may be required during a national emergency. If additional facilities over 
and above the expansion normally carried on by the power industry are needed, 
this office has the responsibility to make recommendations to the Office of De- 
fense Mobilization for Government action to stimulate additional expansion to 
fulfill defense requirements. 

As one function in carrying out the delegations of the Office of Defense Mobili- 
zation and the Federal Civil Defense Administration to the Secretary of the 
Interior this office is in process of establishing areas throughout the Nation to 
cooperate with ODM and FCDA in assuring an adequate supply of electric 
power to essential services in the event of an attack on this Nation. 


MAJOR PROBLEM 


The major problem confronting this area (and other interior defense areas 
as well) is to insure that our area directors will have adequate authority to 
-arry out their functions upon the occurrence of a civil defense emergency. 

It is planned to set up field organizations in order to have in being in each 
power area a group which could take action instantly in event of enemy attack. 
It is assumed that an attack would disrupt communications and transportation. 
At the outset of an attack the Department’s relocation center could not cope 
much less be informed of the staggering burden of nationwide, industry-wide 
electric power problems arising in the wake of atomic bombs. Furthermore, 
no central office alone, regardless of how well staffed it might be, could contribute 
directly to solution of certain types of immediate postattack problems, such as 
emergency repair and rehabilitation of facilities calling for field action. 

In these circumstances, the only hope of aiding in the timely and effective 
alleviation of immediate postattack problems would be through an organization 
previously established that would be composed of surviving industry executives 
already in the areas where the problems are. They know the resources of their 
own industry. At the moment of enemy attack they should be automatically 
empowered to exercise the authority of the Federal Government in marshaling 
power resources for the relief of human suffering and the supplying of power 
to the military. 

This Department contemplates appointment now on a without-compensation 
basis of persons presently engaged in the power industry. The problem is to 
delegate to them now adequate authority to act immediately upon the occurrence 





' 








JOINT COMMITTEE ON DEFENSE PRODUCTION 129 


of a civil-defense emergency. The delegation of authority should include powers 
under the Federal Civil Defense Act and the Defense Production Act. At this 
time authority presently resides in the Secretary of the Interior, by virtue of 
delegations under the Defense Production Act, to allocate electric power, as 
required. This authority will be redelegated; but it is not enough. The 
emergency authorities (title III) contained in the Federal Civil Defense Act 
should also be placed in the field. We recognize, however, that there are prob- 
lems which must be overcome before such a delegation can be given to Interior, 
and in. turn to our field representatives. 

The persons appointed would carry on currently, on a part-time basis, and 
under the policy direction of the Secretary of the Interior, planning activities 
for performance of this Department’s defense functions in their respective areas. 
Such activities would entail consultation with other persons in their own in- 
dustry, officials of Federal, State, and local civil-defense organizations, and other 
units of Government, officers of consuming industries, and members of the 
general public concerning civil-defense matters relating to electric power. 

The existing field offices of this Department’s bureaus do not have either the 
geographical coverage or the specialized personnel required for planning and 
conducting emergency programs with respect to power. The cost of establishing 
and maintaining a full complement of area offices, staffed with full-time Govern- 
ment employees, to carry on defense mobilization activities under current con- 
ditions cannot be justified. 

The mere establishment of a field organization and appointment of industry 
executives to serve in it are not enough. Realistic preparedness demands that 
these men work together in their regions, developing plans for solving the kinds 
of problems which would confront them in a civil defense emergency. The 
proposed plans thus developed would be submitted to Interior for review and 
approval. Furthermore, the persons participating would acquire a knowledge 
of Government’s authorities, functions, and procedures in a civil defense 
emergency which would be valuable if they should ever have to serve in such an 
emergency. 

Appointees to some 16 field area offices have been selected and they have agreed 
to serve without compensation or other expense to the Government. Appoint- 
ments can be made under section 710 of title VII of the Defense Production Act. 
However, should a national civil defense emergency occur the appointees must 
have adequate self-triggered delegations to carry out the functions of the Sec- 
retary of the Interior in the electric-power field. Unless action is taken prior to 
a civil defense emergency, chaotic conditions could considerably delay necessary 
delegation of the Secretary’s authority as to electric-power functions and thus 
preclude prompt actions vital to human survival and military retaliation. 


OFFICE oF Or AND GAS 


The Secretary of the Interior, Assistant Secretary Mineral Resources, and 
the Office of Oil and Gas record significant events covering petroleum and gas 
for the sixth year of operation under the Defense Production Act, and they are 
reviewed in this report. 


SUEZ CRISIS 


On July 26, 1956, when Egypt’s President Gamal Abdel Nasser nationalized the 
Suez Canal and the Governments of Great Britain and France made economic 
reprisals and threatened military intervention, the use of the canal for transpor- 
tation of petroleum from the Persian Gulf to Europe and the United States was 
threatened. This posed a serious threat to the supply of oil for Western Europe 
and threatened the overall defense program of the United States. It was to 
meet a similar threat that the Voluntary Agreement Relating to Foreign Petrol- 
Supply was first established in 1951. This mechanism proved very effective in 
meeting the crisis resulting from the nationalization of Iranian oil. It was again 
resorted to in the present crisis. 


Voluntary Agreement 
The Voluntary Agreement Relating to Foreign Petroleum Supply was estab- 
lished under the provisions of section 708 of the Defense Production Act. That 


agreement and its implementing adjunct the Foreign Petroleum Supply Commit- 
tee exist under the supervision and direction of the Secretary of the Interior or 
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the Assistant Secretary Mineral Resources and a Director appointed from the 
Office of Oil and Gas by the Secretary of the Interior. 

Congress, in the Defense Production Act Amendments of 1955, required the 
Attorney General to review each of the voluntary agreements in effect under the 
act and the activities carried on thereunder. If he found, after such review and 
after consultation with the Director of the Office of Defense Mobilization and 
other interested agencies, that the adverse effects of any agreement on the free 
enterprise system outweigiied the benefits of the agreement to the national de- 
fense, the Attorney General should withdraw approval of the agreement. 

The Attorney General made such a review of the Voluntary Agreement Re- 
lating to Foreign Petroleum Supply, as amended, dated April 15, 1954. After 
conferences with the Department of the Interior, Office of Defense Mobilization, 
and Department of Defense, it was determined that continuance of this voluntary 
agreement was essential to national defense but that certain amendments to 
eliminate possible anticompetitive dangers would have to be made to continue 
the agreement in force. ‘These amendments required that (a) chairman of the 
Foreign Petroleum Supply Committee and its subcommittees be full-time, salaried 
Government employees instead of representatives from industry was were serv- 
ing, (b) the Committee’s staff should be composed of Government employees 
rather than non-Government personnel as then employed, (c) the foreign petro- 
leum information should be collected by the Government and the processes for 
evaluating that foreign petroleum information should be handled in such a way 
that data concerning an individual company’s operations should not be disclosed 
to other companies. 

Although Department of the Interior officials responsible for administration of 
the Voluntary Agreement Relating to Foreign Petroleum Supply and functioning 
of the Foreign Petroleum Supply Committee and its subcommittees felt that the 
proposed amendments would be so restrictive as to weaken seriously the effec- 
tiveness of the Committee, it was decided that, because of the extreme im- 
portance of the standby provision for handling crises which might develop in 
foreign petroleum supply, it was necessary to continue the agreement even under 
the Department of Justice’s restrictions. On May 8, 1956, the amendments were 
incorporated into the Voluntary Agreement Relating to Foreign Petroleum Sup- 
ply, and, on July 26, 1956, the Secretary of the Interior designated the member- 
ship of the Foreign Petroleum Supply Committee and appointed representatives 
and alternates from each of the companies to serve on this Committee. 

The Secretary of the Interior, on July 26, 1956, designated Mr. H. A. Stewart, 
Director of the Office of Oil and Gas, as Chairman of the Foreign Petroleum 
Supply Committee, pursuant to the provisions of section 4 (d) of the agreement ; 
Mr. Frederick S. Lott, Assistant Director, as Director of the voluntary agreement, 
pursuant to provisions of section 3 (d); and Mr. Charles E. Gately, Special 
Assistant to the Director, as a representative of the Administrator to attend 
meetings of the Foreign Petroleum Supply Committee and its subcommittee 
pursuant to the provisions of section 5 (d) of the agreement. 

The Secretary of the Interior and his designated officials in the Department of 
the Interior were engaged in work incident to functioning of the Foreign Petro- 
leum Supply Committee under Government chairmanship and supervision when 
a crisis arose necessitating prompt action by Government and the first meeting of 
the reorganized Committee convened in New York City on August 7, 1956. 

Nationalization of the Suez Canal by Egyptian President Gamal Abdel Nasser 
on July 26, 1956, immediately posed the problem of how best to meet any short- 
age in petroleum supply which might possibly develop in the event of serious 
interruption in the flow of petroleum in and from the Middle East. This country 
was well prepared to consider the problem through the medium of the standby 
provisions retained by section 6 of the amended voluntary agreement. The 
wisdom of maintaining this mechanism to assist in handling emergencies outside 
the United States which affect foreign petroleum supply was vividly illustrated. 

Nationalization of the canal constituted a threat to the defense-mobilization 
interests and programs of this country and to the flow of petroleum supplies 
of the Free World to Western Europe. It was for situations such as this that 
the Voluntary: Agreement Relating to Foreign Petroleum Supply had been de- 
signed. 

Hon. Arthur S. Flemming, Director of the Office of Defense Mobilization, in 
a letter of July 31, 1956, alerted Secretary of the Interior Fred A. Seaton to 
certain contingencies which might arise in connection with the situation. On 
August 1, 1956, the Secretary of the Interior in his reply to the Director of 
Defense Mobilization declared that a threatened emergency existed outside the 
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United States. requiring immediate action under the Voluntary Agreement Re- 
lating to Foreign Petroleum Supply, as Amended, dated May 8, 1956, and by copy 
of the letter notified the Attorney General of his intention to call on the Foreign 
Petroleum Supply Committee for a “plan of action” and, later, for “schedules” 
to implement the plan. 

Pursuant to this determination, Mr. Hugh A. Stewart as Chairman of the 
Foreign Petroleum Supply Committee immediately initiated action for prepa- 
ration by the Foreign Petroleum Supply Committee of a plan or plans of action 
for solving any problems which might arise from the situation in the Middle 
East and their submission with the Committee’s recommendations to the Ad- 
ministrator of the agreement. 

The Foreign Petroleum Supply Committee convened promptly, prepared a 
proposed plan of action, and, on August 7, 1956, submitted its plan to the Secre- 
tary of the Interior. After Government review and modification, the Secretary 
of the Interior referred the proposed plan of action to the Office of Defense 
Mobilization on August 10, 1956, requesting its approval. The Office of Defense 
Mobilization was also requested to consult with the Attorney General and Chair- 
man of the Federal Trade Commission concerning the plan of action and to 
obtain the Attorney General’s approval of a request to the companies which it 
was contemplated would participate in the plan inviting them to participate 
in the plan of action and the Middle East Emergecy Committee provided for 
under the plan. A plan of action was approved on August 10, 1956, as was the 
request to the companies which would be invited to participate in the plan and, 
on August 10, 1956, the invitations were sent to the companies by the Director 
of the Office of Defense Mobilization inviting participation. 

The plan of action called for the creation of a Middle East Emergency Com- 
mitttee, composed of those American oil companies having foreign operations 
which agreed to become participants in the plan of action. The plan outlined 
the functions of this Committee and the limitations imposed thereon. The plan 
also provided for establishment of an executive committee and subcommittees 
to assist the Committee in the performance of its duties. The Secretary of the 
Interior or the Assistant Secretary, Mineral Resources, as Administrator of 
this plan of action, appointed the membership of the Middle East Bmergency 
Committtee and the subeommittees. 

With the effectuation of a plan of action and establishment of the Middle East 
Emergency Committee, there existed a mechanism whereby Government could 
prepare to meet any crisis that might develop in connection with the flow of 
petroleum from the Middle East. This mechanism was put into immediate use. 
Pursuant to section 2 of the plan of action, in a letter of August 22, 1956, to the 
Chairman of the Middle East Emergency Committee, the Assistant Secretary 
of the Interior Felix E. Wormser requested that Committee to initiate surveys 
and investigations. The Committee was specifically asked to obtain data and 
information necessary to forecast the effect upon supply of petroleum for 
countries in, or lying within any area, mentioned in section 8 of the plan of 
action, of the stoppage of transportation of petroleum through the Suez Canal 
or through any pipeline delivering petroleum to the Eastern Mediterranean or 
both. This request also called for preparation of estimates of the petroleum 
requirements for each of the countries and areas covered by the plan, which 
the Committee determines will suffer a shortage of petroleum upon the happen- 
ing of one or more of these contingencies, and the preparation of estimates of 
the supplies of petroleum which would be available to meet the requirements 
for petroleum of any of these countries. Finally, the Committee was requested 
to prepare and submit to the Administrator schedules for arrangements and 
alterations in foreign petroleum operations, as provided in the plan of action, 
to alleviate shortages of petroleum in any of these countries which may arise 
from the transportation stoppages and to make recommendations to the Ad- 
ministrator with respect to stocks of petroleum to be maintained in friendly 
foreign nations, with primary consideration to maintenance of adequate stocks 
of petroleum for military use. 

The six subcommittees which had been established commenced their work to 
launch studies as needed in supplying advice and information to Government 
for its consideration in arriving at the most advantageous ways to meet any 
emergency in foreign petroleum supply which might arise as the result of this 
transport situation. These subcommittees are: Production, Tanker Transpor- 
suet Supply and Distribution, Pipeline Transportation, Refining, and Sta- 
tistical. 
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The impact of an interruption in petroleum transportation in the Middle East 
would be most strongly felt in Western Europe. To meet the emergency in 
this region there has been established by Western European governments a 
parallel committee to our American Middle East Emergency Committee. Their 
committee is made up of various British and European oil companies and it 
functions in much the same manner as the Middle East Emergency Committee. 
This committee’s prime functien would, of course, be to analyze the petroleum 
requirements of the several countries and assure that these requirements are 
appropriately included in the worldwide requirements which would have to be 
considered if there should be a stoppage in transportation in the Middle East. 
Representatives of the Middle East Emergency Committee have been designated 
to attend and participate in meetings of the European committee to assure 
close coordination of petroleum information and planning. 

Another aspect of the European situation which had to be considered was to 
provide some mechanism by which available petroleum supplies could be ap- 
propriately allocated between the European countries in event that supplies 
would be inadequate to meet full requirements. Discussions with representa- 
tives of the British Government indicated that the most appropriate means of 
handling this problem effectively would be through the Oil Committee of the 
Organization for European Economic Cooperation, commonly known as OEEKC. 
The United States is not a member of this group although it participates as an 
observer. The problem was discussed at a meeting of the OEEC Oil Committee 
held in Paris during September 1956. The Oil Committee considered the pro- 
posal and agreed to assume the responsibility. This Committee will have an- 
other meeting on October 1, 1956, to perfect the plan so that action under it 
could be taken promptly. 

From the beginning of the studies of the problems raised by the Suez crisis, 
it was apparent that the Western Hemisphere and particularly the United States 
might have to supply substantial quantities of oil for Western Europe. This 
made it necessary to evaluate promptly the capabilities of the oil industry in 
the United States to produce and transport to tanker terminals the amount of 
oil estimated to be necessary to meet the crisis. To make this evaluation the 
Office of Oil and Gas appealed to the Military Petroleum Advisory Board and 
State oil and gas regulatory agencies for information and advice. 


Military Petroleum Advisory Board 


Because the continued availability of adequate supplies of petroleum to the 
United States and friendly foreign nations is essential to the national security 
interests of the United States, the Government took action to assess the domestic 
petroleum situation and consider any possible impact on the country’s petroleum 
situation and defense interests. Jointly, the Director of the Office of Oil and 
Gas and the Staff Director of the Petroleum Logistics Division of the Office of 
the Assistant Secretary of Defense for Supply and Logistics made a request 
upon the Military Petroleum Advisory Board for an immediate study and advice 
on whether additional domestic crude oil could be produced and delivered for 
a period of several months to the United States tidewater terminals at (a) the 
rate of 500,000 barrels a day and (0) the rate of 1,100,000 barrels a day above 
the average rate obtained in July 1956. At once, this request, dated August 21, 
1956, was considered by the Military Petroleum Advisory Board at a meeting 
held in Washington, D. C. By September the Board had completed its assign- 
ment and its report was approved at a meeting in Washington, D. C., on Sep- 
tember 20, 1956. In substance, the Military Petroleum Advisory Board con- 
cluded that there is ample crude oil available to meet the requirements set out 
in the request and describes factors concerned with the transportation of that 
oil. 

State regulatory agencies 


The Director of the Office of Oil and Gas received splendid cooperation from 
the State regulatory agencies. At his invitation representatives of the Texas 
Railroad Commission, the Oklahoma Corporation Commission, the Department 
of Conservation of the State of Louisiana, and the Oil Conservation Commission 
of the State of New Mexico met in Washington, D. C., on September 18, 1956, 
for a discussion as to whether production allowables could be increased in their 
respective States, and problems which might be involved in so doing should the 
need arise to supply additional crude oil from sources in the United States. 
These State representatives indicated that there would be no problem in supply- 
ing substantial quantities of crude oil if it should be needed. 
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Interdepartmental cooperation 


Progress made to date in solving the problems in meeting this Suez Canal 
crisis would not have been: possible without the fine cooperation which the 
Secretary of the Interior and his representatives in the Department of the In- 
terior received from the interested Government agencies—chiefly the Office of: 


Defense Mobilization, Departments of State, Justice, and Defense, and the Fed-. 
eral Trade Commission. 


FOREIGN PETROLEUM SUPPLY COMMITTEE 


From July 1955 until April 1956, the Foreign Petroleum Supply Committee was 
active under the leadership of its industry chairman, Stewart P. Coleman, and 
over 90 petroleum industry executives and technical men served on the Com- 
mittee and its subcommittees. They gathered information and provided ac- 
curate, current, and comprehensive information concerning foreign petroleum, 
operations for use of, and at the request of, Government. The information was 
particularly valuable in strategie planning. 

The Foreign Petroleum Supply Committee’s Supply and Distribution Sub- 
committee completed a report that indicated the stock position of aviation 
gasoline by certain grades for approximately 80 friendly foreign nations and 
areas together with estimated shipments afloat or definitely scheduled to be 
lifted during September and October 1955. 

In response to a request from the Department of Defense that the 4- 
volume report containing detailed information on civilian terminal and storage 
facilities at deepwater ports in each of the friendly foreign nations and a 1- 
volume summary be kept current, on March 15, 1955, the director of the voluntary 
agreement asked the Foreign Petroleum Supply Committee to prepare a revision 
of the report and bring it up to date as of September 1, 1955. This project was 
assigned to the Supply and Distribution Subcommittee, which, by the end of 
March 1956, had revised information on 317 terminals involving approximately 
221 ports. Through the cooperation of the British Oil Supply Advisory Com- 
mittee revised information for over 400 terminals was submitted by the British. 
On April 1, 1956, the work of completing this revised report was taken over by 
the Office of Oil and Gas, at a time when amendments to the agreement were 
being considered. 

The Pipeline Transportation Subcommittee prepared a report for Government 
in 1952 covering information on crude, product, and natural gas pipelines in the 
friendly foreign nations. On June 22, 1955, the director of the voluntary agree- 
ment requested the Foreign Petroleum Supply Committee to bring this report 
up to date as it was a major asset to the Department of Defense in logistic 
planning. All of the information had been gathered covering each pipeline and 
sketches had been made on maps showing the location of lines when, on April 1, 
1956, the Offiee of Oil and Gas also took over completion of the work. Assistance 
and cooperation of the Department of Defense were received in completing this 
revised report. 

The Department of Defense in a letter of July 3, 1956, advised the Office of 
Oil and Gas that it had made extensive use of the Foreign Petroleum Supply 
Committee reports in mobilization planning. Therefore, it was important that 
the information contained therein be current. Five reports on foreign petroleum 
operations were scheduled for review and revision to bring them down to date 
when the Suez Canal crisis arose and that work was suspended temporarily. 


NATIONAL DEFENSE EXECUTIVE RESERVE UNDER SECTION 710 (€) OF THE DEFENSE 
PRODUCTION ACT 


Congress, by section 710 (e) of the Defense Production Act, authorized the 
President to provide for the establishment and training of a nucleus executive 
reserve for employment in executive positions in Government during periods 
of emergency. To implement the congressional action, Executive Order 10660 
of February 15, 1956, and Defense Mobilization Order-—I-21 of February 23, 1956, 
have been issued. 

To facilitate development of an executive reserve program the Secretary of 
the Interior has been authorized to establish units of the executive reserve, 
designate members of such units, and to set up a training program for them. 
This Department’s reserve is known as the National Defense Executive Reserve 
of the Department of the Interior. 

The Office of Oil and Gas has major petroleum and gas defense responsibilities, 
and it has initiated plans for recruitment of an executive reserve of personnel 
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to occupy full-time executive positions in the Federal Government in event of 
national emergency. 

The Secretary of the Interior, upon recommendation of the Director of the 
Office of Oil and Gas, will create this reserve largely by appointment of com- 
petent and outstanding oil and gas experts selected through industry sources, 
such as the Military Petroleum Advisory Board, National Petroleum Council, 
Foreign Petroleum Supply Committee, and the Gas Industry Advisory Council, 
and from the former Petroleum Administration for Defense and Petroleum 
Administration for War personnel. Volunteers having requisite qualifications 
will also be considered for appointment to the reserve. 

Preparedness to meet postattack conditions requires completion, prior to the 
emergency, of a number of steps in addition to the designation of executive 
reservists. Certain of these steps, particularly those of an organizational 
character, and problems involved are indicated in a later section of this report 
under the heading “Mobilization Planning.” 


EMPLOYMENT OF PERSONNEL PURSUANT TO SECTION 710 OF THE DEFENSE PRODUCTION 
ACT 


Only one employee served the Office of Oil and Gas on a full-time basis, without 
compensation, pursuant to the provisions of section 710 (b) of the Defense 
Production Act during the year covered by this report. His services had been 
made available to Government for 1 year. When he completed the year’s service, 
the Secretary of the Interior accepted his resignation, which was effective on 
January 6, 1956. 

The Office of Oil and Gas also had 30 consultants who had been appointed by 
the Secretary of the Interior under authority of the Defense Production Act. 
They rendered the service for which they had been employed, and they were 
separated from the Federal service on October 7, 1955. 

As of September 30, 1956, none of the employees in the Office of Oil and Gas 
had appointments under authority of the Defense Production Act. 


MOBILIZATION PLANNING 
Operation Alert 1956 


Operation Alert 1956 was designed to test the practicality of defense mobiliza- 
tion planning under simulated conditions established by the Office of Defense 
Mobilization and the Federal Civil Defense Administration. The Department of 
the Interior assisted in this operation. The Director of the Office of Oil and 
Gas and his entire technical staff participated in the activities at the Depart- 
ment’s relocation center from July 20 through July 26, 1956. The exercise 
proved to be an interesting test of the practicability of the planning which had 
been done. It indicated that planning for the overall organization, particularly 
with respect to the central organization, had been effective. And it emphasizes 
the necessity for close coordination of the civilian-defense activities with the 
petroleum activities in disaster areas, particularly in connection with the dis- 
tribution of the essential fuels. 

Major problem and objective.—Operation Alert 1956 once again demonstrated 
that there is a great weakness in organization because of lack of a standby 
petroleum and gas field organization. 

Ever since the Office of Oil and Gas has, in its petroleum and gas defense 
planning, taken into consideration atomic attack upon this country, it has rec- 
ognized that the greatest need in coping with problems arising in disaster areas 
is for qualified people to oversee and handle petroleum and gas problems at 
the PAD district and local community levels. Thus far, action to overcome 
this deficiency has been somewhat at a stalemate because of difficulty in de- 
veloping ways and means by which selected industry experts could be appointed 
now, trained, and vested with adequate authority from the Central Government 
to act immediately and automatically in an emergency. 

The Director of the Office of Oil and Gas believes that the Federal Govern- 
ment through three industry advisory groups will obtain invaluable assistance 
in obtaining personnel of the caliber necessary to Set up an effective field organ- 
ization. These groups are the Military Petroleum Advisory Board which now 
advises Government on petroleum and gas matters of a classified nature and 
whose membership includes key personnel of the former Petroleum Administra- 
tion for War and Petroleum Administration for Defense; the National Petro- 
leum Council which has not only had some of its members serve Government 
but which has helped Government in recruitment of the specialists it required 
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in time of war; and the Gas Industry Advisory Council which can assist in 
obtaining specialized personnel experienced in gas transmission and distribu- 
tion. If it should be necessary, the Director has every confidence that the 
Foreign Petroleum Supply Committee would also be a valuable assistance in 
the recruitment of personnel. 

The Director of the Office of Oil and Gas also believes that while there is 
as yet no solution to this problem, eventually a way will be found to accomplish 
the objective. However, the Director feels that in the absence of an officially 
appointed field organization if such a catastrophe should strike our country, 
the experienced men and women in the petroleum and gas industries designated 
under the executive reserve program would do everything possible for survival 
in disaster areas until the central Federal petroleum and gas war agency could 
establish functioning field offices. 


Requirements for steel, copper and aluminum 


In July 1956, the Office of Oil and Gas completed a new study of the petroleum 
and gas industries’ requirements for steel, copper, and aluminum under full 
mobilization. This study covered programs for petroleum production, refining, 
natural gas production and processing, oil pipelines and terminals, and gas 
transmission and distribution. The study was initiated by the Office of Defense 
Mobilization as a part of an overall survey to determine industrial requirements 
under mobilization conditions. 


Manpower 


In view of the importance of manpower in defense planning for the oil and 
gas industries and for the Armed Forces and because of the expansion in the 
oil and gas industries, the Office of Oil and Gas asked the National Petroleum 
Council to make a new study of manpower employed in these industries and 
to include estimates of manpower engaged on July 1, 1955. The study, requested 
in May 1955, has been completed and a report of the findings has been made. 

The Military Petroleum Advisory Board has a complementary study of man- 
power requirements under certain assumed war conditions underway at the 
request of Government. When completed that report will give Government for 
the first time information on manpower required by the oil and gas industries 
in a war utilizing ultramodern weapons of war. 


Gas supply and demand 


A study of gas supply and demand under full mobilization has been started 
by the Military Petroleum Advisory Board at the request of Government. 

The Gas Industry Advisory Council was reappointed by the Secretary of the 
Interior for the calendar year 1956 and was available upon call of its Chairman, 
Director Hugh A. Stewart of the Office of Oil and Gas, for consultation on 
defense problems regarding gas transmission and distribution. 


Communications facilities 


In October 1955, the Director of the Office of Oil and Gas requested the Na- 
tional Petroleum Council to make a study of the communications facilities of 
the petroleum and gas industries to determine the feasibility and desirability 
of organizing the existing oil and gas industries’ communications facilities into 
a nationwide wartime communications network for wartime mobilization and 
operation of the oil and gas industries to handle communications between these 
industries and the oil and gas war agency and other Government agencies as 
appropriate. 

The National Petroleum Council’s report thereon, dated September 28, 1956, 
will be valuable to the interested Government agencies responsible for mobiliza- 
tion pianning in the field of communications. This report also points out the 
necessity of permitting the continued use of most of the industries’ facilities 
by the industries in the event of war. 


Transportation 


At the request of the Director of the Office of Oil and Gas, on January 24, 
1956, the National Petroleum Council reported on the availability of over-the- 
road transportation, including an estimate of the maximum increase of carrying 
capacity of the tank truck fleet that could be developed through emergency 
operating procedures and, with respect to private carriers, an estimate of the 
number and capacity of semitrailer tanks that could be used in over-the-road 
service. This information will be of use to the Office of Oil and Gas in the 
analysis of estimated wartime transportation problems and in supplying 
information and advice to other Government agencies. 
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‘Haport controls 


The Office of Oil and Gas continued to take an active part in the activities of 
‘Department of Commerce committees engaged in establishing positions to be 
taken with regard to items under export control and the establishment of quotas 
for items under the quota system. This Office was particularly concerned with 
‘matters involving petroleum and petroleum production, processing, and distribu- 
‘tion equipment. 

NATO 


The Office of Oil and Gas takes an active part in the activities of the North 
‘Atlantic Treaty Orgonization’s Petroleum Planning Committee and its Working 
Group. 

In view of the importance of petroleum as a munition of war, it is essential 
that the petroleum planning of NATO be realistic and sound and be properly 
coordinated with the wartime petroleum planning of this country. For this 
reason, upon invitation of the Department of State, the Office of Oil and Gas 
‘provides a United States representative who participates regularly in meetings 
of the NATO Petroleum Planning Committee. The Chairman of its Working 
Group is an Assistant Director of the Office of Oil and Gas and active in the 
‘work being done by the Working Group. Meetings were held in Paris, France, 
‘in March and June 1956, with preliminary meetings in London, England. 

At the request of the Department of State, the specialist on gas of the Office 
of Oil and Gas was the United States delegate to the NATO Public Utilities 
Working Party on Gas which met in Paris, France, during September: 1956. 
This Working Party convened to review the civilian defense aspects of the 
gas supply, which is principally manufactured gas, for European cities. The 
‘American representative was sent to participate, rendering advice and assistance 
to the extent possible. 

IMPORTS 


The Office of Oil and Gas has the overall petroleum and gas situation under 
constant surveillance. Under the 1955 extension of the Tariff Act the Director 
of the Office of Defense Mobilization is charged with the responsibility of notify- 
ing the President whenever imports of any commodity threaten our national 
security. In this connection, the Director of the Office of Defense Mobilization 
continues to rely upon the Office of Oil and Gas for technical guidance and for 
petroleum information to assist him in reviewing and appraising the oil imports 
situation. 

ORGANIZATIONAL CHANGES 


As of September 19, 1956, the Office of Oil and Gas reopened an office in New 
‘York City at 60 East 42d Street. Reopening of the office will expedite the work 
connected with administering the plan of action under the Voluntary Agreement 
Relating to Foreign Petroleum Supply. The former office in New York was closed 
on June 30 due to reorganization of the Foreign Petroleum Supply Committee 
which resulted in transfer of the bulk of the activities and workload to the 
Washington office. 

INDUSTRIAL EXPANSION GOALS 


For some segments of the oil and gas industries goals for industrial expansion 
‘established by the Office of Defense Mobilization were still in effect during the 
year covered by this report. These goals covered the following programs as 
recommended by the Office of Oil and Gas: 


United States refining capacity 


Office of Oil and Gas reexamination of progress toward attainment of 
this goal resulted in a recommendation to the Office of Defense Mobilization 
to close goal No. 65-b covering United States refining capacity. ODM issuance 
of Defense Mobilization Order VII-6, Supplement 7, dated April 20, 1956, trans- 
ferred immediately the goal to the list of closed goals. Studies made by the 
Office of Oil and Gas indicated that the petroleum industry should attain the goal 
of 9 million barrels a day refining capacity by January 1, 1957, the target date 
for achievement of this goal. 

_Alkylate capacity 


A review of the alkylate goal No. 207 reveals that sufficient applications from 
the petroleum industry have been received to oversubscribe this goal. In collab- 


oration with the Office of Defense Mobilization and the Department of Defense, 
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further studies were underway to determine whether in the interest of national 
security the goal should be increased. 


Oil and gas pipeline and petroleum storage facilities, (specific defense programs) 


A new goal No. 226 had been established by Defense Mobilization Order VII-6, 
Supplement 3, dated September 29, 1955. That goal applies to oil and gas 
pipelines running directly to military or Atomic Energy Commission projects, 
and petroleum storage erected solely for military use. The Office of Oil and 
Gas advises the Office of Defense Mobilization as to whether applications for 
accelerated tax amortization should be approved or denied under this goal. 


Research and development laboratories 


Acting as technical adviser to the Business and Defense Services ‘Aainth- 
istration of the Department of Commerce, advice was given with respect to 
approval or denial of accelerated tax amortization for goal No. 206 covering 
research and development laboratories related to the petroleum and gas 
industries. 

Closed goals 


On September 29, 1955, the Office of Defense Mobilization issued supple- 
ment 3 to Defense Mobilization Order VII-6 which closed some goals that 
had been suspended. Oil and gas goals closed by this action covered petroleum 
storage, natural gas liquids facilities, and petroleum and natural gas pipelines. 
Under this supplement any applications filed after June 12, 1955, would not 
be eligible for accelerated tax amortization. June 12 was selected because 
the order was retroactive 60 days from August 11, 1955, the date of issuance 
of the suspension order. Then, on January 24, 1956, the Office of Defense 
Mobilization issued amendment 1 to supplement 3 of DMO VII-6, thereby 
changing the cutoff date from June 12, 1955, to August 12, 1955. Later, on 
April 3, 1956, ODM issued a final amendment which pushed the cutoff date 
back to September 29, 1955, the date of issuance of the order. 

As a result of these ODM actions, ODM received and referred to the Office 
of Oil and Gas 72 requests from the oil and gas industries for reconsideration 
of their applications for accelerated tax amortization pursuant to provisions 
of those ODM orders. 


USE OF INCENTIVE OF ACCELERATED TAX AMORTIZATION 


The incentive of accelerated tax amortization under the Internal Revenue 
Code was available to the petroleum and gas industries for any projects qualify- 
ing under established criteria for the various industrial expansion goals. 

During this sixth anniversary year of the Defense Production Act, October 1955 
through September 1956, the Office of Defense Mobilization referred to the 
Office of Oil and Gas 123 applications for accelerated tax amortization for 
preparation of reports and recommendations to approve or deny rapid tax 
amortization. In this same period, the Office of Oil and Gas submitted 180 
reports and recommendations to grant certificates of necessity for accelerated 
tax amortization and 138 to deny rapid tax amortization covering petroleum and 
gas projects. On September 30, 1956, the Office of Oil and Gas had pending 
37 applications for analyses and preparation of reports and recommendations 
thereon. 

In the Same anniversary year, the Office of Defense Mobilization referred 48 
applications for consideration as to whether time extensions should be granted. 
The Office of Oil and Gas recommended to ODM that 43 time extensions be 
granted and that 2 be denied. At the close of September 1956, 9 cases were 
pending consideration by the Office of Oil and Gas. 

Also, in this same anniversary year, the Office of Defense Mobilization referred 
118 scope amendments to this Office for review and preparation of reports and 
recommendations as to whether they should be approved or denied. This Office 
submitted 107 recommendations for approval and 1 for denial of scope amend- 
ments. At the end of September 1956, 18 scope amendments were pending in 
this Office. 

During this anniversary year, the Office of Oil and Gas analyzed and made 
reports and recommendations to the Business and Defense Services Administra- 
tion, Department of Commerce, on 3 applications filed under goal No. 206, 
covering research and development laboratories related to petroleum. One 
application was pending in the Office of Oil and Gas as of September 30, 1956. 
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SMALL BUSINESS 


The Office of Oil and Gas is constantly mindful of the needs and problems 
of small business. Information on refining capacities of the Nation, crude oil 
refining capacity covered by tax amortization, and crude oil refining and 
catalytic cracking growth, as of January 1, 1955, was compiled by the Office 
of Oil and Gas for the Council of Economic Advisers. That information, shown 
for the arbitrarily defined large, intermediate, and small companies, indicated 
that whereas the large companies had 81.5 percent of the total crude oil refining 
capacity in 1951, they received only 70.6 percent of the total capacity increase 
which has been certified for accelerated tax amortization. Thus, small refiners 
have bettered their position in the refining industry and availability of the 
incentive of accelerated tax amortization has been helpful to these small 
refiners. 

Independents and small-business representatives in the oil and gas industries 
are included in the membership of the petroleum and gas advisory committees 
which the Secretary of the Interior has established. 


CIVIL DEFENSE ACTIVITIES UNDER FCDA DELEGATION NO. 3 


The Secretary of the Interior, under FCDA Delegation No. 3, approved August 
13, 1955, is responsible for planning and direction of Federal activities designed 
to proceure, store, transport, and distribute adequate fuel supplies to attacked 
areas and reception centers, consistent with the national emergency fuel pro- 
gram. Responsibility for petroleum and gas was redelegated to the Office of 
Oil and Gas. 

To get firsthand information about how the States were organizing to cope 
with emergency problems, particularly disruption to petroleum supply in event 
of an attack upon this country, the Office of Oil and Gas initiated and made a 
preliminary survey by interviews and conferences with authorized officials in 5 
of the 7 FCDA regions and a representative group of States. The Office of Oil 
and Gas officials also defined tentative concepts for division of petroleum and 
gas responsibilities between a Federal petroleum and gas war agency and civil 
defense offices. In brief, the Federal Government would exercise overall control 
of primary petroleum supply in periods of extreme national emergency. Sec- 
ondary petroleum supply would be controlled at the local level by civil defense 
or rationing authorities. 

Cooperation from petroleum industry representatives on the west coast was 
received by the Office of Oil and Gas when, upon request, industry men par- 
ticipated in regional FCDA exercises held on the west coast in December 1955. 


Problem and objective 


The survey, finished in June 1956, pointed out that civil defense officials lack 
adequate knowledge and information on Federal plans for handling petroleum 
and gas problems at each jurisdictional level. 

The Office of Oil and Gas expects to finalize a basic plan for handling petroleum 
and gas in a national emergency. The document should be one that can be 
distributed widely by FCDA where the information would be of prime use and 
value in connection with the discharge of responsibilities dealing with supply 
and distribution of petroleum and its products. 

To implement this plan, the Office of Oil and Gas expects to work very closely 
with Civil Defense authorities to assure that in local civil defense committees 
there will be included an adequate number of men experienced in the oil and 
gas industries who will be competent to handle distribution problems in disaster 
areas at the local level and who will at the same time have the necessary 
experience to facilitate effective coordination with the war petroleum and gas 
agency in the various districts to assure adequate resupply of petroleum products 
and gas. It is believed that this plan, when perfected, would take care of the 
petroleum and gas problems of disaster areas and fit into national and regional 
petroleum and gas agency operations. 


AUTHORITY 


The Office of Oil and Gas was established under Department of the Interior 
Handbook Release No. 9, April 26, 1954, and Release No. 11, June 29, 1954. 
Its composition and functions are described in the Departmental Manual, part 
111, chapter 5, dated April 6, 1955. 
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The Office of Oil and Gas derives authority from— 

The Defense Production Act of 1950, as amended (50 U. S. C. App. secs. 
2061-2166) as amended by Public Law 295, 84th Congress (69 Stat. 580) ; 

Executive Order No. 10480, (18 F. R. 4939) as amended ; 

. Defense Mobilization Order I-7, as amended (18 F. R. 5866, 6737, 19 

. R. 7348) ; 

Defense Mobilization Order VII-5, as amended (18 F. R. 6408 as amended 
by 19 F. R. 7349) ; 

Defense Mobilization Order I-13 (19 F. R. 7348) ; 

Order No. 2781 of the Secretary of the Interior (20 F. R. 316) ; 

NPA Delegation No. 9, February 26, 1951 (17 F. R. 1908), as continued 
by Business and Defense Services Administration ; 

Defense Transport Administration Delegation No. 6, May 5, 1951, (16 
F. R. 4149, as amended February 19, 1954, 19 F. R. 1071), as continued by 
Interstate Commerce Commission ; 

Section 168 of the Internal Revenue Code; 


Federal Civil Defense Delegation No. 3 dated August 13, 1955 (20 F. R. 
5937). 


OFFICE OF MINERALS MOBILIZATION 


The Office of Minerals Mobilization was established by the Secretary of the 
Interior in January 1955. Secretary’s Order 2781, dated January 6, 1955, dele- 
gated to the Director of the new Office of Defense Mobilization functions with re- 
spect to solid fuels and metals and minerals except for the domestic minerals ex- 
ploration program administered by the Defense Minerals Exploration Adminis- 
tration, and certain operational functions delegated to the Administrator of 
General Services. These functions were delegated by the Secretary pursuant to 
delegation of authority and assignments made to the Secretary by the Director of 
the Office of Defense Mobilization in Defense Mobilization Orders I-7, as amended 
(18 F. R. 5866, 19 F. R. 7348), VII-5, as amended (18 F. R. 6408, 19 F. R. 7349), 
and I-13 (19 F. R. 7348). Under Federal Civil Defense Administration Delega- 
tion No. 3 (20 F. R. 5957), effective August 13, 1955, the Office of Minerals 
Mobilization performs certain functions with respect to solid fuels. 

The Office of Minerals Mobilization is a departmental unit, reporting to the 
Assistant Secretary, Mineral Resources. A description of its functions appears 
in part III, chapter 4, of the departmental manual, dated April 6, 1955. 

Responsibilities of the Office of Minerals Mobilization may be summarized as 
including (1) the continuing evaluation of the preparedness position of the 
United States in mineral raw materials and solid fuels, (2) the recommendation 
to ODM of action programs whenever the evaluation indicates that it is neces- 
sary to use Government aids and incentives to assure adequate supplies of such 
commodities to meet civilian and military needs under conditions of full or 
partial mobilization, and (3) the development and advancement of preparedness 
measures which can be taken by Government and by industry to assure continuity 
of supply of these commodities in the event of enemy attack upon the United 
States. 

Among the many factors considered in evaluations of preparedness in the field 
of minerals are the relationship of mobilization requirements (as determined 
by ODM) to current and potential levels of production at all sources, both 
domestic and foreign, the status of the national stockpile of strategic and 
critical minerals, the accessibility of sources under wartime conditions, the size 
and potential productivity of known reserves, and the developments in technol- 
ogy which may affect mining, processing, or utilization of the subject mineral in 
the future. 

When an evaluation study reveals a weakness in the mobilization base or 
supply position of a particular mineral, the Office of Minerals Mobilization 
develops recommendations for submission to ODM concerning corrective measures 
which the Federal Government could take. Such recommendations might include, 
but not be limited to, the following measures, to be employed singly or in combina- 
tion: (1) the establishment or modification of expansion goals; (2) the use of 
financial aids and incentives available under the Defense Production Act, such as 
loans and commitments to purchase; (3) the granting of accelerated tax 
amortization for facilities, under section 168 of the Internal Revenue Code of 
1954; (4) the encouragement or initiation of research programs to improve 
technology or, in some instances, to develop substitutes ; and (5) the modification 
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of stockpiling objectives or acquisition schedules. In every instance where there 
are domestic sources of critical and strategic minerals, the shaping of such recom- 
mendations takes into full account measures necessary to the establishment or 
maintenance of an adequate level of domestic production as a component of the 
mobilization base. 

After considering Interior’s recommendations on minerals programs the Office 
of Defense Mobilization may approve a program which involves the granting of 
accelerated tax amortization for construction of facilities and/or the use of 
financial aids and incentives authorized by the Defense Production Act. In 
such case, the ODM certifies the program to the Administrator of General Services 
for administrative implementation. 

By Executive Order 10480, the Administrator of GSA has responsibility for 
purchasing and making commitments to purchase metals and minerals under 
authority of the Defense Production Act. In the case of mineral raw materials, 
there may be a relationship between the negotiation of procurement contracts and 
the function of screening and making recommendations to ODM on individual 
requests for tax amortization, loans, and guaranties. Therefore, the function of 
making such recommendations on individual requests was delegated to the 
Administrator of GSA by Interior Delegation 1 on December 22, 1954, with 
respect to the aspects of production and processing of metals and minerals 
assigned to the Secretary of the Interior. In connection with GSA’s performance 
of this delegated function, as well as the procurement function, the Office of 
Minerals Mobilization furnishes such data and consultation as the GSA may 
request. : 

In the case of solid fuels, the pattern of delegations of authority with respect 
to recommendations on individual requests from applicants for accelerated tax 
amortization and other forms of financial aids and incentives differ from the 
above-described pattern for minerals. Such recommendations pertaining to 
solid fuels are made directly to ODM by the Office of Minerals Mobilization. 
Therefore, this annual report presents detailed statements on the status of 
applications for necessity certificates for accelerated tax amortization for solid 
fuels facilities, whereas the annual report of the General Services Administration 
presents such data with respect to minerals facilities. Also, the GSA report, 
rather than this report, includes information on the use of borrowing authority 
provided by the Defense Production Act in connection with mineral supply, 
except domestic exploration, which is covered in the report of the Defense 
Minerals Exploration Administration. 

Additional responsibilities of the Office of Minerals Mobilization, pertaining 
to mineral raw materials and solid fuels alike, include: (1) estimation of ma- 
terials, equipment, transportation and other requirements of these industries 
under partial and full mobilization conditions; (2) preparation of standby 
orders and regulations as readiness measures; (3) provision of guidance and 
leadership to these industries in the development of plans and programs to insure 
continuity of essential production in event of attack; (4) cooperation with the 
Industry Evaluation Board in the identification and rating of essential facilities, 
and (5) participation in the activities and planning of the Department designed 
to insure continuity of essential functions of the Department in event of an 
attack on the United States. 


PROGRESS OF PROGRAMS 
Commodity studies 


For the period October 1, 1955, to September 30, 1956, 13 comprehensive mobi- 
lization base studies have been completed covering the following commodities: 
Antimony, asbestos, beryl, chromium (2), columbium-tantalum, graphite, metal- 
lurgical grade manganese, mica, fluorspar, mercury, tale, and tungsten. Twenty 
others are pending. Ten expansion goal studies were completed pertaining to 
the following: Coke, coal, copper, chemical grade manganese, battery grade 
manganese, mica (2), nickel, nickel-cobalt, and rutile. In addition, 16 studies 
which involve special mineral supply problems were completed during this 
period and recommendations were submitted to ODM; 6 are in process, including 
a field review of fluorspar reserves. 

Summary statements on the status of certain materials and information on 
expansion goals in the field of minerals and metals which remained open as of 
September 30, 1956, will be found in the annual report of the Office of Defense 
Mobilization to the Joint Committee on Defense Production. 


Coke program 


Expansion goal No. 4, as amended April 9, 1953, set the goal for byproduct coke 
at an annual capacity of 85,800,000 net tons. The goal for coke is directly related 
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to expansion goal No. 5 which called for attainment of capacity to produce 85 
million tons of pig iron per year. The amount of coke required to preduce a ton 
of pig iron is currently about 0.875 of a ton. Therefore, to meet the pig-iron 
program about 74,375,000 tons of coke are required, while in addition, it is esti- 
mated that another 8 million tons of coke are required for other industrial uses. 

On August 11, 1955, ODM placed goal No. 4 on the suspended list and on 
September 29, 1955, the goal was closed. 

The current capacity of byproduct coke ovens is estimated at 80 million tons and 
in addition the beehive coke industry had an annual capacity of 6,285,300 tons 
at the end of 1955 as reported by the Bureau of Mines. 

If the industry proceeds with its plans for the construction of new ovens 
and if no ovens are abandoned, the byproduct industry should have an annual 
capacity of approximately 82 million tons by the end of 1957 and 83,225,000 tons 
by the end of 1959. Under conditions of full mobilization without an attack 
on the United States, this capacity could be achieved. However, assuming the 
continuance of world conditions not involving war, some coke capacity will be 
lost during the next 3 years not only as the result of competition with natural 
gas, but also as a result of age of ovens and obsolescence in some plants operated 
primarily for chemical end. products. This loss in the next 3 years could 
approach 3,500,000 tons of annual capacity. Since January 1, 1950, capacity at 
publie utility coke plants declined 3 million tons from the 4 million tons existing 
at that time. The rate of loss of coke-making capacity at public utility plants in 
the future will continue to depend on the economics of natural gas versus coke- 
oven gas, but if the steel industry continues to operate at a high rate, its purchase 
of coke will tend to slow the rate of abandonment of nonintegrated coke-producing 
facilities. 

Another consideration to be kept in mind is the ratio of coke used per ton of pig 
iron produced. In the event of war, various technical factors might increase the 
quantity of coke used per ton of pig iron from the present 0.875 ton to 0.925 ton. 
The higher rate would require 78,600,000 tons for blast furnaces, which when 
added to the 8 million tons for other uses, would boost the total requirement to 
86,600,000 tons of coke. 

In view of all these potential changes, the Office of Minerals Mobilization will 
continue to evaluate coke-production capacity with reference to mobilization 
requirements. 

Metallurgical coal 


Goal No. 4 also provided for the attainment of adequate capacity to provide 
the metallurgical coal required to produce 85,800,000 tons of coke. This amounts 
to 123 million tons of coal for use in the United States, while approximately 
5 million additional tons produced in this country are required for use in 
Canadian coke ovens. 

Although’ no accurate measurement is available, it is believed that the 
Nation’s coal mines can produce the coal required for capacity operation of 
the coke industry. The relation between capacity and requirements by geo- 
graphical regions is known to be unbalanced. The most efficient basis for 
mobilization would be to reduce to a minimum the rail haulage needed to 
move this 128 million tons of coal from the mines to the ovens. For this 
reason, the Office of Minerals Mobilization is making a detailed study of all mines 
known to have shipped coal satisfactory for use in coke ovens, and the sources 
of coal used by individual coke plants by regions of origin. 

Upon completion of this study it will be possible to evaluate more precisely 
the relationship between regional capacity and requirements. 


Coal in the Territory of Alaska 


Expansion goal No. 133, coal in the Territory of Alaska, was closed on 
August 11, 1955. This goal, which provided for an annual productive capacity 
of 950,000 tons per year, has been attained. Civilian and military requirements 
for the fiscal year 1957 are estimated at 860,000 tons. There are four major 
producing mines in Alaska, one of which is currently not operating because 
of lack of orders. 

On August 27, 1956, the Atomic Energy Commission announced approval 
of negotiations for the design and construction of a nuclear reactor for the 
Chugach Electric Association at Anchorage, Alaska. The plant will have 
a generating capacity of 10,000 kilowatts. If this initial installation proves 
successful, it may lead to the construction of similar plants at civilian and 
military installations in the Territory of Alaska. Such a development could 
have a serious effect on the local coal industry. 
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PROGRAM ADMINISTRATION 
Continuity of industry 

In November 1955 the Secretary announced the establishment of 14 industry 
advisory committees on the following commodities: aluminum, antimony, as- 
bestos, beryl, chromite, columbium-tantalum, copper, fluorspar, lead, manganese, 
mercury, mica, tungsten, and zinc.. In December, seven of these committees 
met in Washington. They were the mica, beryl, asbestos, chromite, manganese, 
tungsten, and columbium-tantalum committees. On March 20, 1956, the Secre- 
tary announced the establishment of the Iron Ore Committee, and its first 
meeting was held on June 5. This makes a total of 16 industry advisory 
committees established, 9 of which have held meetings during the period 
covered by this report. 

As a result of recommendations made in a January meeting of the Fluorspar 
Industry Advisory Committee, a new nationwide survey of fluorspar reserves 
was undertaken by the United States Geological Survey, under the auspices 
of this Office. In June letters were sent to all leading fluorspar producers 
asking their cooperation in making available to this Office, on a confidential 
basis, their own company information on fluorspar reserves. The producers 
agreed to cooperate in this survey, and on July 8 a member of the United 
States Geological Survey left Washington to visit the companies for the 
purpose of going over maps and other records and spending some time in 
mine examinations. The investigative part of this survey was completed in 
September, and only the summaries and tabulations remain to be completed. 

In January 1956 the Bureau of Mines, at the request of the Office of Minerals 
Mobilization, sent approximately 25,000 questionnaires to operators of mines 
and mineral and metals processing plants within the purview of this Office 
to obtain current data on quantities of steel, copper, and aluminum required 
for maintenance, repair, and operations. Results of this survey were tabulated 
and returned to the Office of Minerals Mobilization in June. 

Subsequently, at the request of the Office of Defense Mobilization, the data 
obtained from this survey was used in estimating the needs, under full 
mobilization, of the metals and minerals mines, mills and smelters for steel, 
copper and aluminum for construction and for maintenance, repair, and oper- 
ating supplies. These estimates were prepared in accordance with criteria 
furnished by ODM, so that they could be consolidated with similar estimates 
for other industries. A report was submitted to ODM on June 14. 

Studies were made to ascertain the nature and extent of the need, under 
conditions of full mobilization, for control orders and regulations pertaining 
to a group of mineral raw materials including copper, zinc, lead, asbestos, beryl, 
cadmium, iron, arsenic, mercury, bismuth and antimony. Drafts were pre- 
pared of standby orders which would be available for issuance if needed in 
the event of emergency. In this connection, studies were made of the various 
orders issued in past emergencies by the Defense Minerals Administration, 
Defense Materials Procurement Agency, National Production Authority, and 
War Production Board. 

The Office of Minerals Mobilization is cooperating with the Bureau of Mines 
in preparation of two Industry Evaluation Board analyses pertaining to 
metals and minerals which were initiated during the fourth quarter of the 
fiscal year. 


Continuity of government 


Plans for a headquarters organization for a wartime Office of Minerals 
Mobilization and for a wartime Solid Fuels Administration to be established 
at the Department’s relocation center in the event of emergency were developed, 
as well as organization charts and statements of functions for each segment 
of the organizations. These were submitted to the Administrative Assistant 
Secretary for transmittal to the Office of Defense Mobilization. 

During the months of June, July, and August, letters were sent to 20 officials 
in the coal and coke industry requesting them to serve as executive reservists in 
accordance with the Executive Reserve program, as set forth in Defense Mobili- 
zation Order I-21, dated February 23, 1956. With these letters were transmitted 
the necessary personnel and security papers to permit appointments of these 
individuals to these positions. Favorable responses have been received from all 
of these officials. These 20 individuals will be appointed as WOC consultants 
to facilitate training and indoctrination, and will later be transferred to the 
Executive Reserve. In the minerals and metals field, 10 officials have been 
asked to express their willingness to serve as executive reservists, and by the 
end of September, favorable replies had been received from 9. 
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During the year, duplicate sets of files and other pertinent materials:have been 
prepared and transmitted to the Department’s relocation center to become part 
of the permanent files at that site. 


Emergency readiness plan—Operation Alert, 1956 


Considerable time during the period covered by this report was devoted to 
development of plans for action in the event of full mobilization or enemy attack. 

In July the Director and seven members of his staff, augmented by specialized 
personnel from the Bureau of Mines and the Geological Survey, participated in 
Operation Alert at the Department’s relocation center. In the minerals and 
metals area, 25 simulated action problems were handled, and 12 were handled in 
the solid fuels area. One staff member was assigned to serve in a liaison capacity 
during Operation Alert at FCDA headquarters in Battle Creek, Mich. 

Information developed prior to Operation Alert was tested during the exercise, 
and the uses to which the data would be put in the event of a real emergency 
were demonstrated. Such information included maps marking the exact location 
of important productive facilities, record cards showing the capacity of these 
facilities, and estimates of material requirements for MRO and contruction. 
As additional basic information is developed, it will be transmitted to the 
relocation center. 

Experience gained during Operation Alert by the Office of Minerals Mobiliza- 
tion justified the effort and cost involved. The conduct of Operation Alert 1956 
was a vast improvement over the previous exercise. Familiarity with the reloca- 
tion operations, gained by participants in the previous alert, was reflected in more 
efficient conduct of this year’s operations, and many of the shortcomings encoun- 
tered in the previous alert had been overcome. 


Agricultural barter 


The Office of Minerals Mobilization worked with ODM and the Department 
of Agriculture in establishing procedures for coordinating the barter program 
with the minerals mobilization program and in advising ODM on the barter pro- 
curement program as it relates to minerals. 


FODA functions 


Pursuant to FCDA delegation No. 3, effective August 18, 1955, the Office of 
Minerals Mobilization is responsible for planning and directing Federal activities 
designed to procure, store, transport, and distribute adequate supplies of solid 
fuels to attacked areas and reception centers, consistent with the national 
emergency fuel program. Solid fuels advisory committees are being established 
in each target area, which will assist the State civil defense directors in ob- 
taining adequate supplies of solid fuels in the event of a civil-defense emergency. 

Advance planning with coal distributors, producers, transportation services 
and civil-defense officials has been aimed at developing procedures designed to 
meet all postattack needs for solid fuels as expeditiously as possible, and to 
minimize the chaos in the postattack distribution of solid fuels, which in the 
absence of advance planning would prevail. The priority and allocation au- 
thority as provided by title I of the Defense Production Act of 1950, as amended, 
and the authority of the Federal Civil Defense Act of 1950 have been studied 
with a view to employing the authority of both of these acts, singly or in team 
as most effective and appropriate, to cope with postattack problems of solid 
fuels supply. 

On May 29, 1956, three members of the Office of Minerals Mobilization staff, 
along with other Departmental officials, attended a meeting at the Federal 
Civil Defense Administration national headquarters at Battle Creek, Mich. The 
meeting, which was attended by 42 persons—23 from the Department of the 
Interior and 19 from the Veterans’ Administration—was held for the purpose 
of familiarizing the personnel of these agencies with the problems of civil de- 
fense and the progress being made in solving these problems, as well as with the 
responsibilities of FCDA delegate agencies. 

In carrying out the responsibilities of the FCDA delegation with respect to 
solid fuels, members of the Office of Minerals Mobilization staff have visited 
Federal Civil Defense Administration national headquarters at Battle Creek, 
Mich., State headquarters at Louisville, Ky., Charleston, W. Va., Richmond, Va., 
Chicago, Ill., Harrisburg, Pa., Pikesville, Md., Delaware City, Del., and Colum- 
bus, Ohio, and also the headquarters of the District of Columbia. Several visits 


have been made to regional headquarters of FCDA region No. 2 located at 
Olney, Md. 
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Necessity certificates 


During the period September 1, 1955, to August 31, 1956, 42 reports on requests 
for actions pertaining to accelerated tax amortization for solid-fuel facilities 
under section 168 of the Internal Revenue Code were submitted to the Office of 
Defense Mobilization. Twelve of the reports analyzed new applications for 
necessity certificates. Of these 12, 4 covering the production of metallurgical 
coal were recommended for approval, while 7 for the production of coke and 1 
for the production of coal were recommended for denial. Thirteen requests for 
time extensions (5 for coke and 8 for coal) were recommended for approval. 
One time extension for coke ovens was pending on August 31, 1956. Final costs 
on 13 facilities for the production of coke were approved. An amended cost 
for one coal-mining project was recommended for approval. Two requests for 
reconsideration of previous action were denied and one is pending. One certi- 
ficate for coke ovens was canceled at the request of the applicant. Two applica- 
tions filed on the last day of August are pending. 

The three accompanying tables show the status as of August 31, 1956, of 
applications for necessity certificates for solid-fuels facilities under section 168 
(formerly 124A) of the Internal Revenue Code. Since the inception of the 
program in 1950, 324 applications were filed for facilities estimated to cost 
$1,407,298,000. One hundred and seventy-five certificates were issued, and of 
these, 28 were subsequently canceled for various reasons, leaving 147 valid out- 
standing certificates. The outstanding certificates represent an investment of 
$704,710,000 by industry. Of this investment, 63 percent of the cost can be 
written off for tax purposes in 5 years. Facilities costing $594 million (85 per- 
cent of the amount certified) have been completed and are in operation. 


Small business 


During the past 12 months, only 1 of 14 applications for necessity certificates 
was received from small business in the field of solid fuels. As explained in 
previous reports, the capital investment for new coke ovens is such that it can 
only be financed by relatively large companies. Applications for necessity certi- 
ficates for the production of metallurgical coal have been received only from 
steel companies. Small-business benefits to the extent that it receives contracts 
for construction or the supply of equipment from the recipients of necessity cer- 
tificates. No information is available to measure the benefits thus received by 
small business. 


Status of applications for necessity certificates in the solid-fuels-industries as of 
Aug. 31, 1956 


[Preliminary: Subject to revision] 


NUMBER OF APPLICATIONS 
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Metallurgical coal: , ee n 
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1 Action by ODM (or DPA) based on recommendations by Department of Commercs; all others based 
on recommendations by the Department of the Interior. 
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INCREASE IN CAPACITY, IN TONS? 











{Thousands omitted] 
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Metallurgical coal: 
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1 Action by ODM (or DPA) based on recommendations by Department of Commerce; all 
others based on recommendations by the Department of the Interior. 

2The increases in capacity as reported by applicants are partially offset by losses in 
capacity at facilities abandoned because of age, obsolescence, or economic factors, 





DEFENSE MINERALS EXPLORATION ADMINISTRATION 


THE PROGRAM 


Under the Defense Production Act of 1950, as amended, the Defense Minerals 
Hxploration Administration conducts a program for the encouragement of ex- 
ploration for strategic and critical minerals within the United States, its Terri- 
tories, and possessions, 


AUTHORITY FOR THE PROGRAM 


The authority for this program is derived from the Defense Production Act of 
1950, as amended (50 U. S. C. 1952 edition appendix, secs. 2061-2166, as amended 
by Public Law 632, 84th Cong., 70 Stat. 408), and is implemented by Executive 
Order 10480, as amended (18 F. R. 4939; 21 F. R. 1673), and the delegation from 
the Director of the Office of Defense Mobilization, section 3 of Defense Mobiliza- 
tion Order No. I-7 (formerly DMO-30), as amended (18 F. R. 5366, 6737; 19 
F. R. 7348). This delegation vested the authority to conduct the program in the 
Secretary of the Interior, and he delegated the function to the Administrator of 
the Defense Minerals Exploration Administration by Interior Orders 2726 (18 
F. R. 3804), 2755 (19 F. R. 2503), 2764 (19 F. R. 4005), and 2781 (20 F. R. 
316). The program is set forth in DMEA Order 1, amended, as amended (19 
F. R. 1563 ; 20 F. R. 337, 1698; and 21 F. R. 3839). 


SUMMARY OF THE PROGRAM 


Pursuant to DMEA Order 1, amended, as amended, 34 minerals are currently 
eligible for exploration assistance with Government participation as follows: 

Fifty percent: Bauxite, cadmium, chromium, copper, fluorspar, graphite 
(strategic crucible flake), lead, molybdenum, and zinc. 

Seventy-five percent: Antimony, asbestos (strategic chrysotile), beryl, cobalt, 
columbium, corundum, diamonds (industrial), kyanite (strategic), manganese, 
mercury, mica (strategic), monazite and rare earths, nickel, platinum group 
metals, quartz crystals (piezo-electric), rutile-brookite, selenium, tale (block 
steatite), tantalum, thorium, tin, tungsten, and uranium. 

The Defense Minerals Exploration Administration enters into contracts with 
private parties for the exploration of indicated or undeveloped sources of these 
strategic and critical metals or minerals within specified areas or parcels of 
land. Each contract establishes an exploration project calling for specific work 
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to be performed at costs estimated on an actual or fixed unit basis but limited 
in the total amount. In the case of approved projects the Government con- 
tributes 50 or 75 percent of the allowable cost of a project, depending upon the 
mineral or minerals being sought. In the event two or more minerals falling 
in different percentage groups are involved, the Government’s contribution is set 
at 62.5 percent of the cost. 

The exploration projects are approved by the Government only after careful 
investigation. They are based on sound engineering and geological principles, 
with definite plans and specifications established for the work to be performed. 
Ordinarily, projects will not be approved for work which would require more 
than 2 years to complete; however, the time limit for most projects is fixed at 
a much shorter period. 

Only the direct costs of the work performed are allowable for contribution 
by the Government. These direct costs include labor, supervision, and con- 
sultants ; workman’s compensation and employees liability insurance, and payroll 
taxes ; operating materials and supplies; operating equipment; initial rehabilita- 
tion or repairs of existing buildings, fixtures, and equipment; necessary con- 
struction or installation of buildings or fixtures; repairs and maintenance of 
equipment; analytical work; and accounting. The cost of access roads needed 
for exploration purposes may be included as part of the allowable cost of a 
project. Such roads are usually short and their cost small; consequently, in 
order to expedite the projects any necessary costs for access road repairs or 
construction are usually included as part of the exploration cost. 

The Government’s contribution to the cost of a project is not subject to any 
interest being paid by the operator. However, if the Government considers 
that a discovery or development from which production may be made has resulted 
from the work, the Government certificates to that effect in writing to the 
operator. Upon certification, all production from the land covered by the 
contract is subject to a royalty to be paid to the Government at a rate not to 
exceed 5 percent of the “gross proceeds” or “value” of such production for a 
period of usually 10 years from the date of the contract or until the full amount 
of the Government’s contribution is repaid, whichever occurs first. Under cer- 
tain conditions, the repayment period may be set at a time longer than 10 years. 
Regardless of certification, all ore produced from the project property during the 
term of the contract and for a period of 6 months after receipt of the operator’s 
final report on the project is subject to the same royalty provisions. 


Financing of program 


Funds for carrying out the exploration program are procured by borrowing 
from the Treasury under authorization of the Defense Production Act of 1950, as 
amended. Requests for such funds are made as they are needed to the Office 
of Defense Mobilization which issues a certification for the amount that it ap- 
proves. A total of $34 million of borrowing authority funds has been approved 
since the inception of the program in April 1951. As of August 31, 1956, 
$22,485,418 of this amount has been obligated for exploration projects, but only 
about $16,357,373 has been disbursed. 


Organization for administration and coordination of program 


The Defense Minerals Exploration Administration functions within the De- 
partment of the Interior under the supervision of the Assistant Secretary— 
Mineral Resources. A Policy and Coordinating Committee comprised of the 
Assistant Secretary for Mineral Resources as Chairman, the Administrator of 
Defense Minerals Exploration Administration, the Director of the Bureau of 
Mines, and the Director of the Geological Survey, serves as the primary point of 
contact with other Government agencies, interprets Federal policy relating to 
activities of the DMBA, establishes the broad framework of working arrange- 
ments for the implementation of these policies, and reviews progress thereunder. 
The DMEA does not maintain a field technical staff but utilizes the services of 
the technical staffs of the Bureau of Mines and Geological Survey for all field 
examinations, reports, project inspections, and field administration of exploration 
contracts. The fieldwork is performed in 5 regions under the direction of field 
teams; each team comprised of an engineer from the Bureau of Mines and a 
geologist from the Geological Survey, with 1 being designated as the executive 
officer for the DMEA and the other as his alternate. Instructions to and all cor- 
respondence with the field teams flow through an operating committee in Wash- 
ington which is composed of 3 members; 1 representing the Administrator 
of the DMBA, as chairman, and 1 each representing the Director of the Bureau 
of Mines and the Director of the Geological Survey. 
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Cooperation with other agencies 


In addition to its close cooperation with the Bureau of Mines and Geological 
Survey, the DMBA maintains cooperative arrangements with the Office of Miner- 
als Mobilization within the Department as well as with the Office of Defense 
nem ar because of their interest and responsibilities in the metals and min- 
erals field. 

The Atomic Energy Commission is consulted on applications for exploration of 
minerals of interest to that agency, and its concurrence is obtained on field rec- 
ommendations for contracts covering exploration for such minerals. General 
Services Administration is consulted with respect to proposed exploration con- 
tracts on properties which may be involved in procurement contracts with that 
agency. Close contact is also maintained with GSA in those instances where 
producers having DMEA contracts are shipping ores or concentrates to Govern- 
ment stockpiles. The files of the former Reconstruction Finance Corporation are 
frequently used by the DMEA in passing on applications for exploration as- 
sistance to determine whether or not a previous Government loan has been made 
on the property involved. Cooperation is also given to the Attorney General and 
such agencies as the Securities and Exchange Commission, Small Business Ad- 
ministration, and the Treasury Department by furnishing information relative 
to DMEA applications and contracts. The Contract Administration and Audit 
Division of the DMEA cooperates and collaborates with the General Accounting 
Office in its auditing program. 


PROGRESS OF THE PROGRAM 
Applications 5 


During the period from September 1, 1955 (the date of available figures given 
in the fifth annual report of the Joint Committee on Defense Production), through 
August 31, 1956, the DMBA received 488 applications for exploration assistance. 
Since the beginning of the program, a total of 3,260 applications for exploration 
assistance have been received for projects located in 48 States and Alaska. In 
the period September 1, 1955, through August 31, 1956, 267 applications were 
denied and 88 were withdrawn. Since the start of the program 1,528 applications 
have been denied and 581 withdrawn. On August 31, 1956, 211 applications were 
being processed. 


Contracts 


Since the inception of the program, 940 contracts have been executed; 131 of 
these during the 12-month period beginning September 1, 1955. The 940 contracts, 
as a group involving exploration for 27 different minerals, were executed for 
projects located in 33 States and Alaska. A total of 748 contracts have been 
canceled or terminated, leaving 192 in force as of August 31, 1956. Of these 748 
contracts, 62 were canceled without any authorized work having been performed, 
therefore, no Government contribution was made. The remaining 686 terminated 
contracts had a total estimated cost of $22,045,918, with Government participation 
set at $13,989,503, but the actual cost to the Government was only $9,593,286. 


Certifications of discovery or development 


DMEA has certified 255 projects as discoveries or developments since the be- 
ginning of the program, 46 of the certifications having been issued during the 
past 12 months. Of the 255 certified projects, 238 have been terminated or com- 
pleted, and 17 are still in operation under DMEA contracts. The total estimated 
cost for these 255 certified projects was $13,883,483, of which the Government’s 
estimated share was $8,742,901. To date, however, the Government has expended 
only $6,782,557 on them. These 255 projects involved a search for 25 strategic 
and critical minerals and they were located in 28 States and Alaska. (See at- 
tached map.) The DMEA has also entered into 38 agreements with operators 
ealling for payment of royalties under certain conditions. 


Repayments 


Repayments of the Government’s contributions through royalties on produc- 
tion amounted to $400,080 during the period September 1, 1955, through August 
31, 1956. The total of such repayments to the date covered by this report 
amounts to $1,433,805. Operators on 23 of these projects have repaid in full the 
sums advanced to them, aggregating $376,230; and 264 others have made royalty 
payments. Important ore showings have been recorded on 438 other projects from 
which royalties may be expected in the future. Of the 287 projects which have 
paid royalties, 182 have been certified and 7 are paying under royalty agree- 
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ments. Most of the others will probably be certified when sufficient data have 
been acquired to determine that the extent of the ore found is significant. 

The production on which royalties have been paid to date is estimated to 
have a “gross value” to the operators in excess of $28 million. The gross value 
of the recoverable minerals from the potential ore reserves inferred on the 
255 certified projects is estimated to be in excess of $280 million at current 
market prices. 

NEED FOR THE PROGRAM 


The Nation is more and more faced with the need for finding additional sources 
of strategic and critical minerals. The demand for such minerals, already heavy 
in our expanding economy, would become tremendous in a national emergency, 
as demonstrated during two World Wars and the Korean situation. A vigor- 
ous peacetime program of exploration leads to discoveries increasing known 
recoverable reserves. Such a program is an effective preparedness measure since, 
by providing knowledge of reserves of vital minerals which could be tapped in 
case of need, it tends to reduce the need for a frenzied, costly search for new 
sources in an emergency period when emphasis would be on production rather 
than exploration. 

Although private industry is doing considerable exploration work inde- 
pendently, the volume is not sufficient to maintain an ore reserve position 
essential from the standpoint of national security, The risk and cost of finding 
new sources of ore have become so great that venture capital needed to finance 
the search for new deposits of minerals especially important to national defense 
seeks more promising fields of endeavor. It is apparent that some form of 
Government assistance is needed to stimulate exploration for strategic and 
critical minerals. 

The need is recognized by the legislative and executive branches of the 
Government. The President’s Advisory Committee on Minerals Policy found 
that the Federal Government should encourage the optimum economic develop- 
ment of domestic mineral resources. In its final report of November 30, 1954, 
which was approved by the President, the Committee recommended that the 
program of financial assistance to private industry for exploration such as 
that now administered by the DMEA should be strengthened and continued. 

Exploration is a long range activity and should not be governed by current 
changes in market prices or short term fluctuations in supply and demand. 
Ore reserves are a wasting asset, and new domestic ore deposits must be con- 
tinually found to replace those being currently removed, as well as to be avail- 
able in sufficient quantity to constitute an adequate component of the Nation’s 
mobilization base. The search for new sources of minerals must be initiated 
well in advance of needed production. In many instances, establishment of 
facilities for mining and beneficiating ore must await the discovery and de- 
velopment of ore bodies—a process which may take years to complete. In 
thers, exploration must be conducted to assure that existing mining and 
processing capacity will have raw material supplies for full capacity operation 
in the event of need. 

The defense minerals exploration program encourages private industry to 
take the essential first steps in looking for domestic sources of strategic and 
critical minerals which have always been in short supply during times of 
emergency. The domestic sources of supplies of many minerals are insufficient 
to meet even normal peacetime requirements, and frequently in emergencies, 
foreign sources are not available. Even though immediate production goals 
have been achieved, an aggressive exploration program for minerals and metals 
vital to the national security and welfare should be pursued as insurance against 
future contingencies. Reserves of minerals discovered through current ex- 
ploration work represent in a very real sense a stockpile in the ground that 
may be drawn upon whenever needed. 

The interest of private industry in the program is widespread as is attested by 
the fact that applications have been received for proposed projects in 43 of the 
48 States and Alaska. The vigor of the current interest of the mining industry 
in the program is evident from the continued high rate that applications have 
been received in the past 12 months, especially for uranium; mica; the base 
metals copper, lead, and zinc; mercury; tungsten; and fluorspar. 
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SMALL BUSINESS PARTICIPATION IN THE PROGRAM 


The program appeals to small business which is especially attracted to highly 
strategic minerals not found in the United States in deposits of sufficient size 
to be of interest to large companies. This is indicated by the large number of 
small operators, including individuals, partnerships, and corporate enterprises, 
participating in the program. Maximum encouragement is given to small oper- 
ators because of the urgent need for the scarcer strategic and critical minerals 
and the importance of this group in the mining industry. Approximately 60 
percent of all the DMEA contracts call for expenditures of $25,000 or less. 
Approximately 40 percent of all the DMEA contracts provide for the operator to 
spend less than $3,000 of his own money, or furnish an equivalent amount in the 
value of his own labor, supervision, or equipment to complete the contract. Based 
upon financial standing, annual production, number of employees, and prominence 
in their particular field in the mineral industry, in excess of 80 perecnt of the 
participants in the program would be classed as small business. 


ORGANIZATION, PROCEDURES, AND PERSONNEL 


The DMBEA has continually endeavored to improve its methods of processing 
applications and administration of the program. In this respect royalty auditing 
procedures were issued in January 1956, and a new delegation of authority to 
the executive officers of the DMEA was issued in the same month. In April 1956, 
the short form exploration contract (fixed unit costs) was revised, and report- 
ing forms for semiannual reports of the field teams were also revised. Pursuant 
to a request by the Office of Defense Mobilization the DMBA order 1, amended, 
was amended to add the mineral selenium to the list of strategic and critical 
minerals eligible for 75 percent Government participation in an exploration 
project. 

The program is administered by the DMEA with a small Washington staff and 
five auditors in the field. The auditors have the responsibility of making final 
audits of operators’ accounts and of determining the propriety of payments 
under exploration contracts and regulations, as well as auditing ore-shipment 
records and royalty payment accounts for projects in accordance with GAO 
practice. The field auditors are located in Denver, San Francisco, and Spokane. 

As previously mentioned in this report technical services are provided by per- 
sonnel of the Bureau of Mines and Geological Survey under the direction of an 
employee of either agency who is assigned as executive officer of the DMBA. 
The field offices are located in five regions as follows: 

Region I: 

Northwest district—Idaho, Montana, Oregon, and Washington, South 157 
Howard Street, Spokane, Wash. 

Alaska district—Alaska, Bureau of Mines, Post Office Box 2688, Juneau, 
Alaska. 

Region II: California and Nevada. Bureau of Mines, 1605 Evans Avenue, 
Reno, Nev. 

Region III: Arizona, Colorado, Nebraska, New Mexico, North Dakota, South 
Dakota, Utah, and Wyoming. Bureau of Mines, 224 New Customhouse Build- 
ing, Denver, Colo. 

Region IV: Arkansas, Kansas, Louisiana, Mississippi, Missouri, Oklahoma, and 
Texas, Post Office Box 431, Joplin, Mo. 

Region V: Alabama, Connecticut, Delaware, Florida, Georgia, Illinois, Indiana, 
Iowa, Kentucky, Maine, Maryland, Massachusetts, Michigan, Minnesota, New 
Hampshire, New Jersey, New York, North Carolina, Ohio, Pennsylvania, 
Rhode Island, South Carolina, Tennessee, Vermont, Virginia, West Virginia, 
and Wisconsin. Room 13, Post Office Building, Knoxville, Tenn. 

The following tables and charts give a complete statistical summary of the 
program through August 31, 1956. 
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TABLE IV.—Disbursements by region and by month 
REGIONAL DISTRIBUTION AS OF AUG. 31, 1956 


Regional dis- 


bursements 
Di rcies ental win:caeoninbeintnetddiie mesa = iatiniaseenamaied DRIGA V dludtatncosnuiscaccdbodeaca 
MOOS GMT. ....cnceccccccsue LG UU, Er eee 
Northwest district_..........__- 5, 300, 745. 16 
RN als acusnucncehtaieseel 2, 261, 667. 64 LUNES 6cik Mineks cents deen dean 
Pee BERbeAdeteiavecansnmndhtdaces 5, 026, 724. 18 


MONTH-BY-MONTH RECAPITULATION 





























Regional dis- 
bursements 





$464, 005. 29 
2, 403, 097. 13 


16, 357, 373. 34 


Cumulative 
disbursement 
data 


10, 832, 747. 97 
11, 059, 952. 30 
11, 249, 175. 01 
11, 450, 890. 03 
11, 711, 921. 29 
11, 870, 315. 76 
12, 104, 231. 19 
12, 327, 824. 79 
12, 550, 970. 67 
12, 757, 473. 08 
12, 887, 729. 05 
13, 158, 794. 59 
13, 401, 983. 89 
13, 591, 604. 58 
13, 827, 570. 32 
14, 098, 472. 33 
14, 330. 284. 73 
14, 528, 557. 59 
14, 823, 294. 62 
15, 014, 340, 11 
15, 308, 058. 37 
15, 577, 516. 60 
15, 866, 919. 65 
16. 127, 921. 39 
16, 357, 373. 34 


Month-by. | Cumulative | Month-by- 
Month month dis- | disbursement Month month dis- 
bursement data bursement 

andi —— el | 

i} 
1951—July__.........-.- $12, 125. 62 | $12, 125, 62 || 1954—February-.....-.- |$189, 661. 43 
RS einai, 64, 764. 53 76, 890.15 | Ween |. - 4a. de 322, 197. 90 
September-.__..-- 238, 885. 60 315, 775. 75 | 0 ae a 182, 113. 97 
October. _........| 229, 621. 57 545, 397. 32 || Ts otras 205, 703. 56 
November_..-....| 211, 127. 61 756, 524. 93 || FUNG 5 curanncnde 252, 839. 69 
December. .-.-.-.| 217, 054. 64 973, 579. 57 || PP cintecvabns ike 158, 996. 08 
1952—January_--.-_...- | 261, 280.43 | 1, 234, 860.00 || August..........- 221, 758, 43 
February...--..-- 245, 613. 20 1, 480, 473. 20 || September. -_--- | 227, 204. 33 
Eo iricacnmee 231, 786.38 | 1, 712, 259. 58 |} Ooteeee. =s . 2-4. 189, 222. 71 
EN wees treme ibd } 298,113.56 | 2,010, 373.14 || November........ 201, 715. 02 
NPG acon paaetas 346, 528.97 | 2,356, 902.11 || December .----.--| 261, 031. 26 
PR See ieac 329, 879.73 | 2, 686, 781.84 || 1955—January_._--....- 158, 394. 47 
PUP cccecsccnnsnc| Gi ten ee | 3,005, 517. 76 || February---.-- _.-| 233,915. 43 
IU. wiiciecsinen | 307, 488. 00 3, 313, 004. 76 || March...........-| 223, 503. 60 
September. .....| 316, 037. 14 3, 629, 041. 90 Fae ag perce 228, 966. 08 
een 714, 966. 75 4, 344, 008. 65 || WEN 33a hasan ds | 206, 502. 41 
November... -- .--| 450, 223. 06 4, 794, 231. 71 |} Piece <ht ends 130, 255. 97 
December-..-.-.-- 347, 056. 64 5, 141, 288. 35 | PUES tncvbeteuce de 271, 065. 54 
1953—January _.-....... 451, 802. 16 5, 593, 090. 51 || Jade nasa 243, 189. 30 
February_....-.-- 305, 978. 26 5, 899, 068. 71 || September_....--- | 189, 620. 69 
BR iin ccsecsvmsieeies | 358, 390.45 | 6, 257, 459. 22 || October. -.......-.| 235, 965. 74 
April_............| 306, 482. 97 6, 563, 942. 19 November... ..-.- 270, 902. 01 
MN sila debi wnincaionios | 182,194.01 | 6, 746, 136. 20 December- ------. 231, 812. 40 
ee 331, 219. 20 7, 077, 355.40 || 1956—January_-......... 198, 272. 86 
I 2c chestenicininistnensel 301, 141.12 7, 378, 496, 52 | February-....-.-- 294, 737. 03 
ee | 384,541.11 | 7, 763, 037. 63 Mardh<., s.0..--.. ) 191. 045. 49 
Sep aaa alerts | 312, 607. 92 8, 075, 645. 55 ai eta le 293, 718. 26 
October. _.....-.-| 387, 113. 53 8, 462, 759.08 || as eee 269, 458, 23 
November._......| 242,030.86 | 8, 704, 789.94 |} ye ae 289, 403. 05 
December. --.--.--- | 314,724.19 | 9,019, 514. 13 SU cassinmiepitiacovndiogiated 261, 001. 74 
1954—January - .--.---.-- | 279,962.78 | 9, 299, 476.91 || ANIME... n.22 0200 229, 451. 95 
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TaBLeE VIII.—Applications received and their status, commodity distribution 
(as of Aug. 31, 1956) 


Commodity 





Antimony 
Asbestos 
Bauxite - 
Beryl-mica. -- . - 
Chromium. .-_. 
Cobalt-nickel_................ 
Columbium-tantalum. -- 
OIE oon ncn cbnickne np uhne 
Corundum 
Diamond 
Fluorspar 
Gold !__. 
Graphite 
Kyanite 

ccc 
CA icici iagueckuiechos 
Lead-zinc-copper 
Magnesium ! 
Manganese 
Mercury 
Mica_. . 
Molybdenum 
Monazite________- 
Phosphate rock ! 
RS a8 oe A on wwwetion 
ween © 2... eee 
EE erieinecaniadioan 
Rare earths 


TIN do acing sscnaeaimenagmemdanelbes 
IEE a cncisemnntimdircscenoalb skein tell 
Tungsten 


UR ccc ceccaqcespansaliaw! 


17T 
DMEA Order 1 (at that time 









Total 
number 
received 


34 


= 
ve 


2 
97 


418 
222 


163 


| 586 


~ 


IDO WNHK Oe eo 


nee 
“eo 


631 





449 | 


3, 260 





| 


| 


Number 
in 


process 


oa 
comocoocorosh mt COoncomooHNOoNeH 


211 


DrOrnoc 


| 





Total 
disposi- 
tions 


Prot 


Soe eBan con 


= 


=~ ao 
= BSERuM®eaKHERKHBastSN 


439 
546 


3, 049 











Executed Denied |Withdrawn 
12 14 7 
19 ye | 12 
0 0 2 
23 55 17 

2 12 7 
10 30 10 
3 il 1 
44 109 49 
1 3 0 
0 2 0 
13 12 9 
0 1 1 
1 2 0 
0 | 3 1 
4 10 14 
186 152 68 
48 115 45 
0 1 0 
24 | 92 43 
30 34 13 
243 255 50 
0 3 3 
5 | 13 5 
0 | 1 0 
1 | 4 1 
0 1 0 
0 5 2 
0 6 2 
1 4 1 
3 1 3 
1 13 2 
5 7 1 
5 10 5 
0 1 0 
118 234 87 
138 288 120 
940 1, 528 581 


“hese applications were filed in the early days of the program for minerals or metals not covered by 
Y MO-5). 


a 
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TaBLE [X.—Applications received and their status, State distribution (as of 
Aug. 31, 1956) 





Dispositions of applications 
Total Number 


























State number in 
received process Total 
disposi- Executed Denied |Withdrawn 
tions 

BIRDONIR. .chnccittcncttnsssa 20 0 20 6 6 8 
RINORE.. on cds itredactdenesens. 34 0 34 18 10 6 
BIE. gcicnncnccdeuamiiien 216 13 203 37 116 50 
ATROMGOE: winccscn<caateee 28 0 28 5 13 10 
JOIN nin Bicncccthadeen 336 15 321 52 188 81 
Us ahi ek nantieaeeuael 397 23 37 120 177 77 
Oonmeoctioutes < sse-cesnacoses 3 0 3 | 0 1 2 
Florida... : > 6 0 6 | 1 3 2 
COORG caches Mione alt 44 1 43 17 21 5 
[Gan®. 0.2... adbncoiiin tae 236 15 221 78 98 45 
Illinois a cehdatvinagaeas 18 5 13 7 3 3 
Iowa A 2 0 2 1 1 0 
ck eS ee 2 0 2 0 0 2 
Kentucky. -.--. “ 7 3 | 4 0 | 3 1 
RAURIIING. «ok. on icc cainas | 2 0 2 0 1 1 
Maine__ SS OS PREETI 4 0 4 1 1 2 
Maryland aid Sink ees ee 3 0 3 1 2 0 
Massachusetts. ___..- iain 1 0 1 0 1 0 
Michigan. ___.____- 9 0 9 2 3 4 
Minnesota _.-. - a 8 | 0 8 0 6 2 
Mississippi... .:--2..-.--.---. 2 | 0 2 | 0 1 1 
Missouri_- Tica acen 25 | 3 22 s 7 7 
Montana goneiahg= bone 198 | 7 191 65 95 31 
Nebraska. Ae 1 | 0 1 | 0 1 0 
Nevada... a nglachtext 230 | 14 216 | 56 120 40 
New Hampshire i 12 | 0 12 | 5 7 0 
New Jersey.....-.<--- m 4 0 4 | 2 2 0 
New Mexico... 7 114 | 8 106 | 25 62 19 
New York ovale 8 | 1 7 1 3 3 
North Carolina bs 555 40 515 222 247 46 
Oklahoma. .-- sacs bat 5 1 4 2 | 1 1 
Oregon js ad 46 7 39 | 8 | 20 il 
Pennsylvania < 5 | 0 5 | 0 4 1 
South Carolina 6 0} 6 | 2 | 3 1 
South Dakota 62 2 60 | 23 | 28 9 
Tennessee - _ . . Be 21 3 18 | 8 | 10 0 
TO. 0sne pens nacicumane’ 17 | 4 | 13 | 6 6 1 
Utah... _. :. ee, 330 | 29 301 | 87 | 148 66 
Vermont___. : a 7 | 0 7 | 4 | 1 2 
Virginia Seocene ; 21 | 2 19 | 8 8 3 
Washington a éalenicll 128 | 4 124 37 | 7 17 
West Virginia a adeiagarsae 1 | 0 1 0 0 1 
Wisconsin... ...- he 28 | 0 28 | 15 5 8 
W yoming s.., eiicca Cuan 58 | 11 | 47 | 10 25 12 
TO een ccvctacccknccd 3, 260 211 | a 940 1, 528 581 











TABLE X.—Applications received and their status, regional distribution (as of 
Aug. 31, 1956) 


a vee - 


Disposition of applications 











Total Number 
number in 
received process Total 
disposi- Executed Denied |Withdrawn 
tions 
| 
Region I: 
Alaska district__- a 34 0 34 18 10 6 
Northwest district_....___} 608 | 33 575 188 283 104 
po ee ee ee 566 29 | 587 108 308 121 
BN BRN a hee cccnticnes 1,178 86 1, 092 302 557 233 
Region IVj...2-............. 56 | 5 51 13 2 16 
Rese V . ics ce es nanenssase 818 58 | 760 311 348 101 


I ee 3, 260 211 | 3, 049 | 940 1, 528 581 
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GENERAL SERVICES ADMINISTRATION 


GENERAL SERVICES ADMINISTRATION, 
Washington, D. C., September 19, 1956. 
Hon. PAut Brown, 
Chairman, Joint Committee on Defense Production, 
House of Representatives, Washington, D. C. 
(Attention Mr. Harold J. Warren.) 


DEAR Mr. CHAIRMAN: Enclosed is a statement of GSA operations under the 
Defense Production Act of 1950, as amended, for the past year, as requested in 
your letter of August 3. 

It is understood that this statement will be included in the Sixth Annual 
Report of the Joint Committee on Defense Production. 

Sincerely yours, 
F. G. Frorere, Administrator. 


OPERATIONS OF THE GENERAL SERVICES ADMINISTRATION UNDER THE DEFENSE 
PropuctTion Act or 1950, As AMENDED, DURING THE YEAR ENDING JULY 30, 1956 


AUTHORITY AND RESPONSIBILITIES 


The major responsibilities of the General Services Administration under the 
Defense Production Act of 1950, as amended, and Executive Order 10480, as 
amended, are as follows: 

1. Purchasing and making commitments to purchase metals, minerals, and 
other materials for Government use or resale, and performing or providing for 
inspection, refining, processing, transportation, and storage operations incident 
thereto. 

2. Guaranteeing private loans to contractors, subcontractors, and others when 
necessary to expedite production and deliveries or services under Government 
eontracts for the procurement of materials or the performance of services for 
the national defense. 

3. Certifying to the Secretary of the Treasury or the Export-Import Bank 
of Washington the essentiality of making direct Government loans to aid in 
carrying out defense contracts, to the extent that such loans are a part of and 
in accordance with the terms of programs certified to GSA by the Director of the 
Office of Defense Mobilization (Defense Mobilization Order No. 1-7). 

4. Installing additional equipment, facilities, processes, or improvements to 
plants, factories, and other industrial facilities owned by the United States 
Government, and installing Government-owned equipment in privately owned 
plants, factories, and other industrial facilities. 

5. Encouraging the development and mining of strategic and critical metals 
and minerals in carrying out any program certified to GSA by the Director of.the 
Office of Defense Mobilization (Interior Defense Delegation 1). 


ACTIVITIES UNDER THE DEFENSE PRODUCTION ACT, AS AMENDED 


GSA operations under section 303 of the Defense Production Act of 1950, as 
amended, resulted in a net loss of $36.2 million from all activities during fiscal 
year 1956. A summary of income and expense for the period July 1, 1955, to 
June 30, 1956, follows: 





| 
| Combined | Rubber Minerals and| Machine 






































metals tools 
ee Rr eo lo hicieand sentria eat ids | $128, 132, 735 |... $128, 132, 735 |.......... 
oo ee saselbliccuksinadniol | 260 ee, 6S j.~4.. 2008 S61, Tae, 996 1 .08<+..... 
IO a! esp cee caboose odaksneegieas | BS, OD Tt ences Oe 7 3 4... 
Other income: = SS oS Pees 
I th polite gs caitiitems sonnbe Dareem eee 3, 407, 450 | $729 3, 394, 900 $11, 812 
SS ea : 2 ee 3, 108, G88"). <c<24.. <2 2, 250 | 3, 166, 572 
en nds cosnmmaicihneaeme eae | S76, 304 |... ..4<~. 462, 284 12, 880 
Gross operating loss__ “haan iu aeeee 6, 538, 021 729 9, 730,014 | 3,191, 264 
Operating expenses, by program__-- ecechsmbieniiaanel 4, 978, 712 34, 831 2, 165, 685 | 2,778, 196 
emer Sees onto inks cs sieslvn semeraiaielie |} 20,771,731 1) (‘) () 
Net operating loss___-_- oa eae daieataes i i hcts thane haste bakkie eenen 
Mineral development and loss on disposal of assets__---- 0; SE dence died sen Dhtbceckncuadeon 
casa vdececeiea tecnica eon Sichabians bmn SG TERS bscceesnncs | ict tinnititniciane quate eusidatnisinnts 
| 





§ Not distributed by program. 
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Purchases and sales of minerals and metals during fiscal year ending June 


30, 1956, are shown in the statement below: 




















Commodity Purchases Sales 

Se bape: cp tre Setsorareiiestirsbnendtiainiidtaddliin a Meet entiadal $15, 191,524 $29, 469, 525 
| _____ ie a Taal sn Sel, ai tate ee np mrt ct ad BB tenes res wn Vine nt Ge, Te fates cadet enoees 
Weeee st Bila ial SOUR KER LU ae 1, 233,474 505, 995 
Béryiiem OO... 656-5. 5 wesc esa. <5 ob Rea bees ole qansteieiies 145, 119 137, 886 
pS ll ER EET ALLE LG EET ENE SLE LE ROLE NIE GEE, NE A entthintasibnce 
CN orn on coke ecann teens mba ime conmaineses amon eee © 900, See 1p oss cosehebse> 
OGnGiG Siok 253 i a Ss Ce 337,127 385, 825 
Columbium-tantalum 22, 071, 693 1, 961, 868 
COI sical ss ones wtfincaigeaiieteeis Binsesecciaietnin ie ndeaciicainiaah naietniinis dale 9, 730, 403 7, 337, 746 
Cryolite 3,288,901 | 
Fluorspar.... 4, 413, 062+}.c0. climb 
Wengenetes 435601 + OS, aes]. ac AR erie slardcesert ced 26, 179, 818 8, 957, 246 
ED oc chporinneinis 1,125 <s<ennenenicens 
Mica_ phe cuameee eas 4, 592, 147 1, 332, 992 
Molybdenum. -...._.---- 1, 942, 857 2, 052, 341 
Wiekel...........-25.5)-<40. nmask.3-3bk han eee eee 55, 180, 044 49, 368, 620 
isdndennie 18, 112, 538 | 22, 725, 082 
"TRON oc cantoece 22, 321, 555 24, 250 
Rk ei deine adenine 76, GE Se Lecuunnonniee 
Zinc 3, 390, 595 3, 923, 359 

TIDES oil. aincanetiniiiaaiteads 267, 297, 826 128, 132, 735 


After transfers and sales, materials in the DPA inventory amounted to $567.1 


million on June 30, 1956. 


Inventory under the Defense Production Act (commodities in storage and in 


transit) as of June 30, 1956 














Meeting Not meeting 
Commodity stockpile stockpile 
specifications | specifications 

SII, whine 3D icin anti condsctimpnan tna slginti tienes te ieee O64, 163 foidec ddd 
Se Scab oa oa onshore gibedaticlipantcteinieiahgisaindeaieaiinamnneee ieee eee ee $2, 102, 575 
NS . Ti casnsen dba dndicdeuchtcudeutosubaciedsneleeeees Fang GEE Vetta cd dacnaewunin 
DOPE, C001 6 wide ddko ddim sttuchonudvdénincdnaniteteadtaas 59, 569 163, 634 
EE. «. eno hacendie thetic rleeincdiitdnncdlihnammeimiaeiail seas NOs 
Cae... o- SN ne trae ging a mncigiahainsuvanmmpenemte eeeaibenanae 14, 719, 280 
a ie ae enema i 47, 741, 553 3, 919, 190 
a aa ©, Gi, ESO fedicesscsisaion 
CIC add at aio cing dds Biasanse inca eves 6 esate Seesih bin tenecate a decent dasiaaesaaibadaiaied needs acca 9, 825, 902 
TOONS... ccnnhodnamsdctiennwntinedédhenenmutimcnmaasiaiia han 35,900; O0F $n wesc cicada 
| a ae a i ee ee 177, 545 
Moemennest, moteliureiogh.. . .. .n:, o.oo sienncieccncuuaneskotiekisecleiika! 20, 824, 001 32, 923, 713 
Mangenese, electrolytic... . . 5. .bekidciinnkictcbbactdedacddsltuien labedinewss asain 2, 817, 068 
I cove tts sedeph inten miceeesinss th neidhannan teaneiibemssdhanahdaaiaiadiaians tae EGE Vicente 
Witte: 655530 6 i Ee ai bee ee a bea | 2, 144, 501 6, 495, 502 
ENON ih iimesine ti cracnirn bob Sdeb atin tl edie tide bain caida hie 3, 961, 955 7, 687, 603 
TOA. exept. asccannont-anesdiueconamutaatenain ae 1, 040, 397 
Pipe os ce sledcdadbosas rd bodadlaibeobatedaskelsdddede. dase sus Abt ole | 69, 191, 293 
OR oi ss acd i sce Re Nn ee | 254, 743, 361 64, 141, 513 
DB i. citpconkidsiansasnonsaqunsnsnadeghnadtnenhseabase tes al 8, 900008 | si... sine 

eS A a ee 351, 927, 036 215, 155, 215 


SUMMARY OF EXPANSION PROGRAM STATUS 





During fiscal year 1956 six new program certifications for minerals, metals, 


and other materials were made to GSA by the Office of Defense Mobilization: 
(1) A metallurgical bauxite program for $38.6 million, with no probable ultimate 
net cost; (2) a marine turbine and gear tooling program at $50 million in gross 
transactions and probable ultimate net cost; (3) a mica research program for 
$1.3 million in gross transactions and probable ultimate net cost; (4) a cobalt 
program for $36 million in gross transactions and working capital but no ultimate 
net cost expected ; (5) an M-day machine tool pool order program for $256 million 
in gross transactions, $3 million in probable ultimate net cost, and $18 million 
in working capital; and (6) a synthetic manganese dioxide program for $5 million 
in gross transactions and $0.7 million in probable ultimate net cost. 
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Substantive changes were made in 5 of the existing programs: (1) The beryl 
revision covered an extension of the domestic purchase regulation for 5 years from 
June 30, 1957, and increased the authorized tonnage from 1,500 short tons to 4,500 
short tons; (2) metallurgical manganese revision covered an increase in the do- 
mestic small producers (carload lot) purchase program from 19 million long ton 
units to 28 million long ton units and extended the expiration date of the program 
from June 30, 1958, to January 1, 1961; (3) mica revision covered an extension of 
the domestic purchase regulation for 5 years from June 30, 1957, and an increase 
in prices under the domestic purchase program of 22.6 percent was authorized ; 
(4) nickel revision covered an authorization to buy increased quantities of nickel 
from expanded production facilities; and (5) selenium revision provided for an 
extension of laboratory and field research from July 1, 1956, to June 30, 1957, for 
delineation and process development for extracting selenium from low grade 
domestic ores. 

The total borrowing authority authorized to GSA as of June 30, 1956, amounted 
to $1,456.8 million, summarized by commodity in the table below. 


Evpansion programs certified to GSA June 30, 1956+ 
[Millions of dollars] 














Estimated 

Material or program Gross trans- | ultimate net 

actions cost to the 

Government 
Aluminum ----- Aapelen Ateb tute ieese ued abies bike bua ie nlee $1, 528.4 | $20.0 
Cobalt ____ co a v nihn eipatglbpendcidacs Rwokeaes 121.6 1.3 
Qobenbium- RmmNOR RN Se os ate sen ere- de ee ee ee ee 98.7 50.3 
Copper... aasarenedl = slieeeiae cence naeediaemneteaiaeaaiamae a chdeeas 650.0 | ce 
Machire tools___________- sets Lcdu Steele Wobbe obec tae seeekasen ae 1, 655. 5 95.7 
Magnesium. ____ area cae eh ae oa ae ok a oe ae alls 129.5 18.5 
Manganese, metallurgical___- a i a oa eed 413.1 123.0 
Molybdenum. _.._-..2...... meet Ee ae Beg 178.9 22.3 
NiebOR abr oo cles Be PR ak Ebbw anbancobatales alata 850.0 | 160.5 
Rubber.......... catoicushisucm Sdbii ewe intid Seats att ast ieee oma eean A. 6 i... .- . 
I i Si a at eal ae Ce a ‘ 182.2 5.7 
"7 ch ne ns : ee cee . ees 895.0 128.7 
Temata 3655 ita a a 1 eta tie a teen SAEED tla . 374.8 135.0 
pe a EPE SEO eer = Be es a aS . | 418.7 176.5 
Se scree kc oan wm epeenen saadiiniedmmesmeodadaianmananats RRA. +. 8, 383.0 937.5 
Working capital certified ___- Se ian lh ah dtee as sclhbdetaea dan ea Dinudddlnodges 519.3 
Total borrowing authority certified_...............----- ; ; oa mentaee 1,456.8 








1 No change through July 31, 1956. 


ACCELERATED TAX AMORTIZATION 


During the year 15 certificates of necessity for metals and minerals expansion 
programs assigned to GSA were issued by ODM for $36.5 million of accelerated 
tax amortization on facilities with a total estimated cost of $55.4 million. 


Ts 


Amount 
subject to 
| accelerated 


| 
Number of 
of facilities | tax amor- 


Material certificates 
of necessity 


Total esti- 
mated cost 











| tization 

as 5 Fad 05058 kidd Lh <a lttini'n bs ucven ssp eapecettiocey 4 $26, 652, 361 $15, 739, 270 
a a eae 3 7, 803, 100 5, 228, 015 
Sees oe ee ee 1 635, 507 381, 304 
ONS oi ak 1 253, 457 202, 766 
I a aE a hr ce 1 200, 000 130, 000 
eee 1 231, 006 184, 805 
Wrenn sa ok oe han I ed ss SS 3 = bm pH 11, 308, 220 
Sied.on.6. (2). jens san oluci ji auledoag. bas. 1 C= 3, 300, 000 

a aac in 15 55, 416, 707 36, 474, 380 


There were 20 applications for certificates of tax amortization pending with 
GSA at the end of the year. These included iron ore, iron ore sintering, taconite, 
titanium, and uranium facilities. 


2 eee ner err evemaoeee 
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LOANS AND ADVANCES 


Advances 

During the last quarter of the fiscal year, GSA directed a letter to one 
contractor under the minerals expansion program authorizing an additional 
advance for working capital; the terms will be incorporated in a contraet 
amendment, At the end of June 1956, advances made by GSA for minerals 
expansion projects and machine tool expansion totaled $184 million (excluding 
the additional authorization mentioned above estimated at $955,000) of which 
$111 million has been repaid, leaving an outstanding balance of $73 million. 

Advances made for machine tool manufacturers had been authorized in 1951, 
1952, and 1953 and provided the necessary working capital for production of 
machine tools required for the defense program. 


Advances to contractors for minerals expansion projects and machine tools, 
as of June 30, 1956 


Mineral Machine 


projects tools 


Status Total 


DIPOURBOG . « 3012500+<~ssrckawescinnneerenanenmeana $184, 032, 419 | $130, 250, 717 $53, 781, 702 





Bees Gite ic ee 110, 571, 177 56, 957, 782 53, 613, 395 
Weaittet OG) iisi ilu. 10. cdsdbbeus,<RisubbtOtlde died 194, 027 124, 330 69, 697 
he 73, 267,215 73, 168, 605 98, 610 





Government loans 


No new loans for materials expansion projects were made by either the 
Export-Import Bank of Washington or the Defense Lending Division, Department 
of the Treasury (formerly Reconstruction Finance Corporation) during the 
year on the basis of certificates of essentiality from GSA. 

After giving effect to changes in amounts of loans and cancellations previously 
recommended by GSA-DMPA, the Export-Import Bank had approved 5 foreign 
loans aggregating $43.8 million since the start of the program, and the Defense 
Lending Division had approved 13 domestic loans amounting to $95 million, 
or a total of $138.8 million for both agencies, All loans were for minerals projects. 
Disbursements of loans, collections and all other servicing aspects of these loans 
are handled by the United States Treasury, Defense Lending Division, or by the 
Export-Import Bank of Washington. 


Guaranteed loans 


During the. year one GSA-guaranteed V-loan obtained for assistance under a 
contract for production of euxenite concentrates was increased from $2,500,000 
to $2,850,000 to meet increased plant costs. Also, financing arrangements were 
concluded for construction of aluminum reduction facilities at The Dalles, Oreg., 
pursuant to an aluminum expansion contract with GSA; private bank loans, 
guaranteed 95 percent by the Government, will provide up to $44 million to meet 
the cost of the reduction plan facilities. 

As of June 30, 1956, 6 GSA loan guaranties were outstanding, under which 
borrowers could obtain up to $53 million. Loans outstanding totaled $8.6 million, 
as none of the loan for facilities at, The Dalles had been disbursed at that time. 
The guaranty liability of GSA on the outstanding loans was $8.1 million. 


PROGRAM EFFECTIVENESS 


During fiscal year 1956 GSA continued to be responsible for the administration 
of materials expansion programs under the Defense Production Act, as certified 
by the Office of Defense Mobilization. GSA’s functions under such programs 
included the negotiation and execution of research and purchase contracts, cus- 
tody and maintenance of materials delivered under the contracts, and sales to 
industry or to the national stockpile in accordance with ODM directives. 

GSA also administered programs under the act for the purchase of domestically 
produced asbestos, beryl, columbite-tantalite, manganese, mercury, mica, and 
tungsten. A purchase program for domestically produced chrome and concen- 
trates at Grants Pass, Oreg., under the Stockpile Act also was administered by 
GSA. 
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Minerals research and development 


Five contracts executed during the year relate to research on manganese, tita- 
nium tetrachloride, and natural mica, The contracts are described briefly below. 

Manganese.—A contract provided for the construction and operation of a pilot 
plant at Joplin, Mo., to test the economic and technical feasibility of the Bruce 
Williams process for producing high-grade manganese concentrates from low- 
grade manganese ore and furnace slag. An amendment to this contract was 
under consideration at the end of the year to provide for completion of the work 
at Joplin. 

Under a second contract relating to manganese research, Battelle Memorial 
Institute was authorized to conduct a 4-month review of the Nossen process for 
recovery of manganese from low-grade domestic ores. It provided for evaluation 
of the results accomplished under contract No. DMP-—86, the progress made so far 
in developing the Nossen process, and the prospects for perfecting that process. 

Titanium tetrachloride.—A contract provided for a 2-year program of re- 
search by the United States Bureau of Mines for developing an economical process 
for production of titanium tetrachloride from domestic titaniferous raw mate- 
rials. The work is to be done at Albany, Oreg., and at Boulder City, Nev. 

Another contract with the Bureau of Mines provided for the performance of 
analytical and assaying services by the Bureau on mineral samples, through the 
end of June 1956. 

Natural mica.—A contract with the National Bureau of Standards provided 
for a 3-month preliminary study of the various methods of objectively testing 
and measuring waviness in natural mica. The study is to serve as a basis for 
further research, if determined desirable, in the methods found by the contractor 
to be the most promising. 

In addition to the above contracts, GSA utilizes services through contract 
with the National Academy of Sciences and with the United States Bureau of 
Mines. In the former, the Academy conducts studies, surveys, and analyses of 
problems occurring in the treatment and metallurgy of metals and minerals. 
Special emphasis is given to technical review of research projects proposed to 
GSA by industry. This service assists GSA in determining the extent to which 
research and pilot-plant operations require Government assistance. In the con- 
tract with the Bureau of Mines, periodic field inspections of contract facilities 
are conducted at GSA’s request. 

At the end of the year there were a number of activities in progress in the 
research and development work conducted by GSA under other programs. 

Chrome.—A contract with the United States Geological Survey for exploration 
for refractory chrome deposits in Cuba was terminated June 30, 1956. The final 
report from this agency under the contract was received, reviewed, and found 
to be satisfactory. 

Columbium-tantalum.—tThe final report by the United States Bureau of Mines 
under its columbium-tantalum research contract expiring at the end of June 1956 
was received and evaluated. 

Nickel.—During the year research continued on nickel and cobalt recovery at 
the Nicaro, Cuba, plant and the Montclair, N. J., laboratory as well as under 
contracts with the Battelle Memorial Institute and the United States Bureau of 
Mines. The pilot plant of the Freeport Sulphur Co. was put into operation dur- 
ing the year and the test work was continuing at year’s end. The Materials 
Advisory Board and GSA staff engineers monitored work done by Bethlehem 
Steel Co. for their own account on processing of Cuban laterite ore. 

Synthetic industrial diamonds.—In May 1956 the collection of information 
was begun to investigate and recommend a program for the purchase and indus- 
trial testing of synthetic industrial diamonds. Discussions were held with the 
originator of a method and with various research organizations capable of super- 
vising and conducting research in this field. Conferences will be continued until 
a program can be formulated and recommended. 

Synthetic mica.—A proposed research contract with the United States Bureau 
of Mines on this material has been forwarded for execution. In June the Ma- 
terials Advisory Board of the National Research Council submitted its final 
report containing recommendations for negotiating contracts with industry for 
reconstituting synthetic mica sheet. This research program will be carried out 
upon approval of additional funds for that purpose. GSA also was in the process 
of negotiating with several companies for the development of a satisfactory 
means of producing synthetic mica bonded sheet to be used in lieu of natural 
mica in the manufacture of electronic tubes and capacitors. 
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Titanium.—In September 1955 ODM notified GSA that the expansion goal for 
productive capacity had been set at 22,500 tons per annum. Since that amount 
had been contracted for, GSA discontinued negotiation for the expansion of pro- 
ductive capacity. ODM further advised GSA to reduce purchases of titanium to 
a minimum but to make every effort to maintain capacity. Accordingly GSA dis- 
continued purchasing under revolving fund contracts as of September 1955 but 
has continued, of course, to accept titanium offered under provisions of expansion 
contracts. 

GSA was instructed to continue to foster the development of new processes 
or substantial variations of the Kroll process that would result in the production 
of better metal and a lowering of production costs with an attendant reduction 
in selling price. Under this instruction GSA continues to encourage proposals 
for piloting new processes or variations of the Kroll process. Several proposals 
were under consideration at the close of the fiscal year. One new contract for 
this purpose was executed during the year with the Bureau of Mines for the use 
of domestic ilmenites in the production of titanium tetrachloride which is a 
necessary component of titanium sponge production. The contract expires in 
September 1957 unless sooner terminated by GSA. 

GSA assisted the Bureau of Mines in conjunction with an experimental con- 
tract with a private contractor by agreeing to purchase at the market price such 
of the incidental production up to 70 tons, as may result from the contractor’s 
operation of the Bureau’s Boulder City, Nev., plant. Consideration was being 
given to the extension of this contract for fiscal year 1957. 

One pilot-plant contract designed to develop a satisfactory means of scrap 
recovery was completed during this fiscal year. The final report was being re- 
viewed and evaluated at the close of the year. 


Purchase contracts 


Four contracts for purchase of aluminum, bauxite, cobalt, and titanium were 
executed during the year. The aluminum contract replaced a letter that had been 
in effect. 

Aluminum.—A letter contract covering the production and sale of 54,000 tons 
of primary aluminum per year was superseded by a formal contract executed on 
September 13, 1955. The facilities to be constructed consist of an aluminum 
reduction plant to be located at The Dalles, Oreg., and may also include alumina 
and bauxite facilities. The contract provided among other things, for a 
guaranteed market to the extent of 5 years’ production and, if required, Govern- 
ment assistance in the financing of the new construction. 

Bauxite-——The contract provided for purchase by the Government over a 
5-year period of 1,200,000 tons of metallurgical grade Jamaica bauxite, with an 
option to buy additional quantities. The Government later exercised the option 
to the extent of increasing the quantity to be purchased by 250,000 tons. 

Cobalt.—The contract provided for the purchase of 18 million pounds of 
cobalt with deliveries to be made over a 3-year period. The source of the 
material is the Belgian Congo. 

Titanium.—The contract provided for purchase by the Government, at the 
contractor’s option, of not more than 70 tons of titanium metal prior to June 
30, 1956, produced at facilities of the Bureau of Mines at Boulder City, Nev., 
which are being used by the contractor under agreement with the Bureau. The 
price per pound is the lower of $3.95, the contractor’s quoted price, or the 
market price. 

In addition to the new contracts executed by GSA, other progress during the 
year is summarized below by commodity. 

Copper.—Because of the tight supply situation as a result of heavy industry 
demand for copper during the fiscal year, GSA on direction from ODM arranged 
for the deferment of deliveries of copper under DPA contracts in order that 
the material could be sold to American industry. Rescheduling of deliveries to 
the Government to make up the deferred copper was arranged during the 
fiscal year. 

Three copper floor-price contracts, which had been entered into for the purpose 
of increasing the productive base and which provided that when substantial 
portions of the complete investment had been recovered the Government’s 
obligation to purchase copper would be terminated, were so terminated during 
fiscal year 1956 by operation of this clause. Because of the increase in the 
market price of copper, the contractor in each instance was able to recoup the 
stated portion of the expansion cost in less time than had been envisioned when 
the contracts were executed. 
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Molybdenum.—Because of the shortage in production and:the increased de- 
mand for molybdenum, GSA under instructions from ODM authorized delivery 
to industry during the fiscal year of molybdenite concentrates covered by a DPA 
eontract. Further diversion to industry was under consideration at the end 
of the year. 

Nickel.—In the report for fiscal year 1955, reference was made to the substantial 
contribution to domestic production by the facilities located at Riddle, Oreg. 
At the end of fiscal year 1956, a productive capacity of approximately 8,000 tons 
per annum was achieved at that location. 

Because of the shortage of nickel available for private industry in the United 
States, GSA arranged for diversion from DPA contracts to industry of nickel 
metal and nickel contained in ferronickel. This diversion was under ODM 
direction and is to be continued in fiscal year 1957. In addition, Nicaro nickel was 
sold to industry in accordance with ODM authorizations. 

Synthetic manganese diowide-—During the year GSA was instructed by ODM 
to negotiate a 7,200-tom battery grade manganese dioxide contract, scheduling 
deliveries over a period of 3 years. This was designated to maintain the 
production base. At year end, negotiations were substantially completed and the 
contract was to be signed early in fiscal year 1957. This proposed contract will 
have the effect of terminating an earlier contract with the same company for 
production of metallurgical grade manganese concentrates that were to be 
produced at the same facility. 

Foreclosure actions.—The foreclosure sale of the Westmoreland Manganese 
Corp. project (contract GS-OOP-—(D)-12263) was held near Cushman, Ark., 
in February 1956 under order of the United States District Court for the Eastern 
District of Arkansas, northern division. The properties, both real and personal, 
sold for approximately $1,350,000. Performance of the contract proved 
unsuccessful. 

The Department of Justice has been requested to institute proceedings to 
foreclose a mortgage held on the assets of the Mid-Continent Mining Corp. 
(contract DMP-15). Advances totaling $325,000 were made to Mid-Continent 
Mining Corp. to assist it in the construction of mining and milling facilities under 
its contract for the production of zinc concentrates. The contractor defaulted 
in the performance of its obligations under the contract. 

Suit to foreclose mortgages held on the assets of United States Tin Corp. 
(contract GS—-OOP-—(D)-520) has been filed in the United States District Court 
for the District of Alaska, Second Division. Performance under the contract 
was unsuccessful and United States Tin Corp. defaulted in the repayment of 
advances of approximately $2,725,000. 


Minerals purchase programs related to small business 
In the administration of the Defense Production Act programs relating to 
minerals and metals, the mandate of Congress that small business enterprises be 


encouraged to make the greatest possible contribution toward achieving the 
objectives of the act has been carried out to the extent practicable. 








eo 
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Purchases under domestic purchase regulations 


| fo) 





Cumulative pur- 
chases through ‘— 





Program Termination | Program Units 
date limitation 
| June 30, | June 30, 
1955 1956 
glaleenlie. i = aeembauned a ee ee: oe 
BOs pventnquokngins Oct. 1, 1957 1, 500 | Short tons, crude No. 1 and/ 963 1, 499 
or crude No. 2. | 
| | Short tons, crude No. 3.....-. | 456 850 
Uc nsaiiaccnaeeaeel June 30, 1957 1, 500 | Short dry tons beryl ore___-.; 708 957 
CRIGNIB nae niiscnscaccinleonen do......-| 200,000 | Long dry tons, chrome ore | 87, 833 112, 623 
and/or chrome concen- | 
| trates. 
Columbium-tantalum_.| Dec. 31,1958 | 15,000,000 | Pounds contained com- | 11, 842, 162 |15, 600, 461 
bined pentoxide. 
Manganese: 
Butte-Philipsburg, | June 30,1958 | 6,000,000 | Long ton units, recoverable | 1,728,001 | 2, 514,053 
Mont. | manganese. j 
Deming, N. Mex..-|...-.do-......| 6,000,000 |_.._. aa | 3,250,174 | 6, 205, 580 
Wenden, Ariz._....|.....do.._..--| 6,000,000 |... Mie ecorete an aod nt | 6, 108,316 | 6, 108,316 
Domestiesmall pro- |..-.- Ong d039 | 19,000,000 | Leng ton units, contained | 3, 642,084 | 7, 568, 955 
ducers.’ manganese. . 
WET .<cnetiioans | Dec. 31,1957 | 125,000 | Flasks, prime virgin mer- |......-...-. 5 
| cury. | 
Mita Ba citi ectoul | June 30, 1957 25,000 | Short tons, handcobbed 6, 285 8, 670 


3,000,000 | Short ton units, tungsten | 1,930,028 | 2,992,634 
trioxide. 





| 
j 
mica or equivalent. 
| 
| 
| 


| 





1 Quantities represent deliveries. ; 
2 The beryl regulation was amended in July 1956 to provide 2 termination date of June 30, 1962, and 
program limitation of 4,500 short dry tons. 


3’ The managanese regulation was amended in July 1956 to provide a termination date of Jan. 1, 1961, and 
program limitation of 28 million long ton units, 


4 The mica regulation was amended in July 1956 to provide a termination date of June 30, 1962. 


Nore.—Chrome purchases are made under Public Law 520, 79th Cong. Columbium-tantalum regula- 
tion provides for both domestic and foreign purchases; report includes both. 


Obviously under emergency legislation, such as the Defense Production Act, 
requiring utilization of the entire mining industry, both large and small 
businesses are required and necessary. Frequently, the size of the project 
involved is so large, the technical “know-how” so limited, the financial hazards 
so great, that only big business is available to perform the services and produce 
the materials required. On the other hand, the small producer and the sub- 
marginal producer are called upon to contribute to the extent possible and the 
Government assists and encourages them to the extent permitted by law. 

Early in the Korean hostilities purchase programs were established designed 
especially to encourage and stimulate expansion of domestic production by 
small producers. These programs cover such commodities as asbestos, beryl, 
columbium-tantalum, manganese, mica, tungsten, and, more recently, mercury. 
Under these programs the Government agrees to buy over a definite period of 
time at fixed prices (generally over market price) the production offered which 
meets specifications. Formal contracts are not required. All may participate 
who wish to do so, but participants are not obliged to make deliveries. Minimum 
delivery quantities are not required in certain of the programs; in others the 
minimum quantities are kept as low as practicable, and payment is made 
following acceptance of each delivery. For certain of the commodities, depots 
are established in producing areas where purchases are made; in others, 
shipments are acceptted by the Government at the nearest railhead of the 
producer. 

Participation in most of these programs has been very active. The majority 
of participants are small producers who, in many cases, would not be in 
production except for the encouragement offered by the Government. As evi- 
dence of the interest in these programs, certificates of participation have been 
issued to more than 100 producers in connection with each of the programs 
for chrome and columbium-tantalum ; nearly 200 for beryl ; 3,800 at the collection 
depots for manganese and the domestic small producers (carload) program; 
more than 2,000 in the mica program; and over 3,400 in the tungsten program. 
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The program for purchase of manganese at the Wenden, Ariz., depot had been 
completed in fiscal year 1955 upon attainment of its objective of 6 million 
recoverable long-ton units. At the end of November 1955, a similar operation 
at Deming, N. Mex., also was terminated upon attainment of its objective; the 
columbium-tantalum purchase program was terminated at the end of December 
1955 ; and the asbestos program had attained its objective at the end of June 1956. 

At the close of fiscal year 1956, GSA was operating depots for purchase of 
domestically produced beryl, chrome, manganese, and mica. It also adminis- 
tered the domestic purchase programs for manganese concentrates in carload lots 
from small producers, and the program for purchase of domestic and Mexican 
mercury. All these programs are under the Defense Production Act except 
chrome which is under the Stockpile Act. 


OPERATION OF GOVERNMENT-OWNED PLANT 


The Nicaro nickel plant, Oriente Province, Cuba, is a Government-owned 
plant in operation under contract by GSA from Defense Production Act funds. 
This plant was in full operation during fiscal year 1956 and produced nearly 
31.5 million pounds of contained nickel plus cobalt, an increase of over 1.9 
million pounds above the production of the preceding fiscal year, and 500,000 
pounds in excess of the rated capacity of the plant. 

Nickel oxide in sinter form has been shipped to the Crum Lynne refinery 
of National Lead Co. for conversion to metallic nickel pig. Production of 
metallic nickel started in June 1956 when over 160,000 pounds were produced. 
Full capacity production at the annual rate of 14 million pounds is expected to 
start in October. 

The expansion of the Nicaro plant was reported to be 83 percent complete 
at the end of June 1956. This progress includes engineering, procurement, and 
construction. Completion of the expansion project is expected about the end 
of December 1956. 

Acquisition of surface rights and rights-of-way to reach the first of the 
new royalty-free ore bodies to be mined under the expansion program are in 
process of completion. The extension of the railroad to these new ore bodies 
is proceeding satisfactorily. Ore production from these mines will be available 
in about 1 year. 


MACHINE TOOL PROGRAMS 


The Office of Defense Mobilization has established five machine tool pro- 
grams to be administered by GSA: (1) Machine tool pool order program, (2) 
machine tool facilities expansion program, (3) elephant machine tool program, 
(4) M-day machine tool pool order program, and (5) marine turbine and gear 
rounding-out program. Funds certified by ODM for these programs as of June 
30, 1956, totaled $1,655.5 million in gross transactions and $95.7 million as 


estimated ultimate net cost to the Government. The last two of the programs 
were certified during fiscal year 1956. 


Machine tool pool order program 


Although all production under this program has been completed, there re- 
mained in inventory at the end of June 1956 a total of 512 tools for which 
the Government paid $6.9 million. Activities of GSA currently involve the care 
and disposition of this inventory, which was reduced during the fiscal year by 
91 tools costing about $1 million. The tools remaining in the inventory could not 
be sold by the manufacturers to private industry; however, the tools continue 
to be available for sale for the Government by the producer. 

This program had enabled machine-tool builders to increase their production 
of machine tools during the Korean emergency by being assured of sales of 
increased prodrction without relying on firm orders from industry. Through 
this action, the production of $1.25 billion worth of machine tools was assured, 
covering more than 92,000 tools and 114 contractors. 

Under the terms of the contracts, machine tools which the producer could 
not sell were sold to the Government at a price excluding the contractor’s profit 
and selling expense. In all, 825 machines costing $10.4 million were purchased 
from these producers and placed in storage. In reducing the total inventory 
acquired by the Government, 305 tools costing $3.4 million have been sold and 8 
cost ng $181,000 have been transferred to the facilities expansion program. 
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Machine-tool facilities expansion program 


Producers of machine tools were assisted by the Government in the expansion 
of their facilities to meet the demand for new tools required under the defense 
program. Under authority of the Office of Defense Mobilization, the Business 
and Defense Services Administration of the Department of Commerce recom- 
mended to GSA the purchase and installation of 2,738 tools involving 121 lease 
agreements and costing $36 million in acquisition cost, transportation, and 
subsequent removal expense on termination of the contracts. 

As of June 30, 1956, a total of 2,194 tools remained on lease, indicating a 
reduction of 201 tools on lease during the fiscal year. Under this program 
a total of 246 tools has been sold to lessees in possession under purchase pro- 
visions of their contracts, 4 have been transferred to the national industrial 
equipment reserve, and 278 have been returned from lease and stored in or 


adjacent to contractors’ plants or in GSA warehouses as part of the perma- 
nent industrial reserve for future emergency. 


Elephant machine-tool program 


Contracts have been made with producers of extremely large tools, com- 
monly called elephant tools. The contracts cover a 10-year period during which 
the contractor is required to maintain the facilities in his plant, ready for 
increased production of necessary tools. Under the program, 3 contracts cov- 
ering 319 items costing $5 million in acquisition, transportation, installation, 
and subsequent removal costs, have been executed. 

M-day machine-tool pool order program 


During the year a standby machine-tool pool order program was established 
that would be activated immediately in the event of an emergency. The pro- 
gram was finalized with the joint efforts of ODM, the Business and Defense 
Services Administration, the Small Business Administration, and industry rep- 
resentatives. 

At the end of the year a form of contract had been approved, and contracts 
will be entered into with qualified producers of machine tools for the produc- 
tion of approximately 14,000 general-purpose machine tools, under a $256 
million program. Although the contracts will be placed in the near future, 
actual production wil) not begin until M-day. For that reason no advances or 
expenditures will be made until the program is “triggered” by Government 
notice to producers. Under the terms of the contracts, working capital ad- 


vances may be made where needed up to 30 percent of the value of the items 
to be produced. 


Marine turbine and gear rounding-out program 


Requirements have been developed jointly with ODM, BDSA, and the pro 
ducers of large turbines and gears for types and sizes of machines that will 
be necessary to reduce the shortage of capacity to produce marine items. Of 
the 10 companies authorized by ODM to participate in the program, 6 have 
been recommended by BDSA to receive contracts for facilities costing approxi- 
mately $40 million. The companies have been furnished drafts of a proposed 
contract and lists of equipment recommended to be acquired, for review and 
comment prior to entering into award negotiations. 

In this program there are numerous long lead-time items, some extending 


3 years. Completion of acquisition of facilities under this program will elimi- 
nate most of the long lead time involved. 


RECOM MENDATIONS OF THE JOINT COMMITTEE ON DEFENSE PRODUCTION 


In its Defense Production Act Progress Report No. 29 on United States Tin 
Corporation Loans, the Joint Committee on Defense Production made 10 
recommendations, 7 of which pertained to this agency. Several conferences 
were held with the committee staff and written progress reports were sub- 
mitted. A final report was transmitted to the Committee by the Administrator 
of General Services on November 29, 1955, summarizing the action taken by 
GSA on each of the recommendations. 


CHANGES IN ORGANIZATION 


The Deputy Administrator of General Services was authorized to manage 
the nickel-producing and processing facilities and activities relating to the 
Nicaro Nickel Project in Oriente Province, Cuba. This was accomplished by 
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Delegation of Authority No. 260, published in the Federal Register of May 29, 
1956 (21 F. R. 3664). The delegation of authority entitled ‘“Nickel-Graphite 
Committee—Delegation of Authority with Respect to Duties and Functions” 


and dated August 25, 1953 (18 F. R. 5285), and all amendments thereto, were 
rescinded. 





GENERAL SERVICES ADMINISTRATION 


WASHINGTON, D. C., November 15, 1956. 
Hon, PAvuL Brown, 
Chairman, Joint Committee on Defense Production, 
House of Representatives, Washington, D. C. 
(Attention: Mr. Harold J. Warren.) 


Dear Mr. CHAIRMAN: Enclosed is a supplement to the GSA report for the past 
year, transmitted September 19, 1956, on operations under the Defense Produc- 
tion Act of 1950, as amended. The supplement is forwarded in accordance with 
the telephone request of October 12 by Mr. Warren of the committee staff. 

This statement covers GSA activities relating to the dispersal of new facilities 
and major expansions of existing facilities important to the national security. 
These activities are performed under directives issued by the Office of Defense 
Mobilization and pursuant to Public Law 632, approved June 29, 1956, which 
further amended the Defense Production Act. 

It is understood that this statement will be included in the sixth annual report 
of the Joint Committee on Defense Production. 

Sincerely yours, 
Epwarp K. MIrts, Jr., 
Acting Administrator. 


SUPPLEMENT TO REPORT ON OPERATIONS OF THE GENERAL SERVICES ADMINISTRATION 
DISPERSION AND PROTECTIVE CONSTRUCTION 


Participation of the General Services Administration in implementing disper- 
sion and protective construction has been guided by policies of the Office of 
Defense Mobilization. 

Dispersal policies 

The dispersal policies are outlined in Defense Mobilization Order I-19 togethei 
with a letter from the Director, Office of Defense Mobilization, dated January 
18, 1956, which placed the responsibility with the head of the agency for deter- 
mining whether the nature of the activity for which a new Federal facility is 
to be used will permit the use of a dispersed location. 

New facilities proposed for construction in the metropolitan area of Washing- 
ton, D. C., comply with ODM requirements. Some of the facilities will be located 
within the city limits, while others will be located in Maryland and Virginia 
The latter group includes facilities for the National Bureau of Standards, Centra! 
Intelligence Agency, National Meteorological Center—Coast and Geodetic Survey, 
the Geological Survey, and Atomic Energy Commission. Design and construc- 
tion of the AEC building are being performed under its own supervision. Con- 
gressional approval has not been obtained for the proposed project for the 
Meteorological Center—Coast and Geodetic Survey. A construction project for 
the Geological Survey was proposed to be located outside Washington, D. C., in 
a nearby area. However, approval by the Public Works Committee of the 
Senate was contingent upon its location within the city limits of the District 
of Columbia. 

Federal office buildings in other target areas contained in the proposed publi: 
buildings purchase contract program, aS approved by the Bureau of the Budget 
and the House and Senate Public Works Committees, provide space facilities 
primarily for the Post Office Department; the United States courts; Treasury 
Department, Internal Revenue Service; Department of Health, Education, and 
Welfare ; and other activities that provide services to the community. Generally 
these activities must be performed in or adjacent to the business area or consist 
of minor components of agencies having headquarters elsewhere which can best 
perform their services within the metropolitan area and whose importance in a 
national emergency would not warrant their relocation. 

The question of protective construction is receiving further study in the light 
of most recent developments in weapons and the probable effect, in the forseeable 
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future, of long-range ballistic missiles. An appropriate solution for a protective 
facility in the Washington area must of necessity include consideration of 
agencies housed in. existing permanent facilities as well as those components 
which may be housed in new facilities. 


Location of stockpile storage sites 


The location of storage facilities for the national stockpile of strategic and 
critical materials relative to target areas is covered by classified instructions 
from ODM, dated March 1, 1955. The location of new storage facilities is deter- 
mined pursuant to these instructions. 


Storage of machine tools and industrial equipment 


GSA maintains three warehouses for the storage of machine tools and other 
industrial equipment. The inventories of tools and equipment have resulted 
from operations under the national industrial equipment reserve program. and 
acquisitions under Defense Production Act programs. Such inventories are 
held for future emergencies. Selection of these warehouses was made and equip- 


ment stored prior to the issuance of Defense Mobilization Order I-19 in January 
1956. 


DEPARTMENT OF DEFENSE 


WASHINGTON, D. C., September 26, 1956. 
Hon. Paut Brown, 
Chairman, Joint Committee on Defense Production, 
Congress of the United States. 


Dear Mr. CHAIRMAN: As requested in your letter of August 3, 1956, addressed 
to the Honorable Charles E. Wilson, there is enclosed herewith a summary of 
the activities performed by the Department of Defense under the Defense 


Production Act of 1950, as amended, during the period September 1, 1955, 
through August 31, 1956. 


Sincerely yours, 


R. C. LAnpnuter, Jr., 
Deputy Assistant Secretary of Defense 
(Supply and Logistics). 


DEPARTMENT OF DEFENSE ANNUAL REPORT TO THE JOINT COMMITTEE OF DEFENSE 
PRODUCTION TO THE CONGRESS 


The following programs and supporting activities were conducted by the De- 
partment of Defense in connection with the authorities granted under the 
Defense Production Act of 1950, as amended, during the year beginning with 
September 1, 1955, and extending through August 31, 1956: 


Priorities and allocations 
Expansion of production capacity and supply 
(a)Certificates of necessity 
(b) Guaranteed loans 
(¢) Improvement of existing production capacity 
Assistance to small business firms 
Assistance in labor surplus and flood disaster areas 
Industry integration committee operations 


PRIORITIES AND ALLOCATIONS 


4uthority.—The authority for the Department of Defense participation under 
title I of the Defense Production Act of 1950, as amended, stems from Executive 
Order 10480 and the issuance of delegation 1 by the Business and Defense Serv- 
ices Administration, which authorizes the Department of Defense to participate 
in the national priorities and allocations program in conformance with orders and 
regulations issued by the Business and Defense Services Administration. The 
Secretary of Defense, under revised Department of Defense Directive 4405.6, 
August 20, 1954, has delegated the priorities and allocations authority to the 
Assistant Secretary of Defense (Supply and Logistics) and the appropriate 
operational authority has been redelegated to the military departments and 
associated agencies. 


Summary of activities—Uniform policies relating to priorities and allocations 
matters within the Department of Defense are developed by the Office of the 
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Assistant Secretary of Defense (Supply and Logistics) and these policies, to- 
gether with guidance and detailed instructions to all operating elements and 
associated agencies are disseminated through the DOD Priorities and Alloca- 
tions Manual. Continuing liaison is maintained with the civilian control 
agencies, Office of Defense Mobilization and Business and Defense Services 
Administration, for the purpose of recommending actions, participating in de- 
velopment and clearance of orders and regulations, and cooperating in the 
preparation and implementation of policies relating to requirements, produc- 
tion and distribution for approved military programs. Among the policies 
and procedures issued this year were those to implement the distribution con- 
trols established over nickel alloys, pursuant to the addition of this material as 
a controlled material under the defense materials system. 

The supply and logistics staff acts as the claimant agency for all elements of 
the Department of Defense and associated agencies under approved procure- 
ment programs. Activities include (1) issuing periodic requirements calls; 
(2) reviewing and consolidating requirements for submission to ODM; (3) 
supporting the requirements before committees of ODM when required; (4) 
receiving and distributing materials allocations; (5) preparing appeals for 
additional materials; and (6) arranging for transfers, adjustments, and returns 
of materials. 

Priorities and allocations functions performed by the supply and logistics 
staff are designed to keep current military production, construction, and research 
and development programs on schedule and to maintain the national priorities 
system as a mobilization readiness measure. These functions include: (1) 
redelegating authority to the military departments and associated agencies; (2) 
preparing and issuing uniform policies and procedures to govern the use of 
this authority within the Department of Defense; (3) recommending special 
actions to expedite deliveries to fulfill defense orders; (4) resolving produc- 
tion and distribution conflicts within the DOD; (5) maintaining consolidated 
controlled materials accounting controls; (6) recommending simplified pro- 
cedures; and (7) participating with ODM and BDSA in developing standby 
priorities and allocations systems for mobilization readiness. 

The military departments continued to perform various activities in support 
of the priorities and allocations program to assure the fulfillment of military 
procurement programs and to provide for the ready identification of military 
orders. These activities include (1) assigning DO preference ratings to mili- 
tary contracts and orders; (2) preparation of departmental statements; (3) 
authorizing production schedules and making controlled materials allotments; 
(4) administering special distribution controls; (5) obtaining special priorities 
assistance for individual DOD contractors experiencing production difficulties ; 
(6) auditing operations of DOD military establishments and selected contrac- 
tors for compliance with instructions and regulations; and (7) collaborating in 
the simplification of current and standby operating procedures. 

The initial instructions establishing standby priorities and allocations pro- 
cedures to meet national disaster conditions caused by enemy actions were 
issued in the DOD Emergency Priorities and Allocations Manual, dated Sep- 
tember 15, 1955. Several of these emergency planning actions were tested 
during Operation Alert 1956. 

The Department of Defense military production urgencies system, established 
by DOD Directive 4410.4, prescribed that a military production master urgency 
list containing the most essential end items required from production to carry out 
assigned objectives under mobilization, be developed under the guidance of the 
Assistant Secretary of Defense (Supply and Logistics). The first annual list 
prepared under the criteria established in the implementing DOD Instruction 
4410.5 and based on an M-day established in the latest JSCAP, was approved by 
the Secretary of Defense in June 1956. 

Procedures were adopted for the special identification of certain ballistic 
missile orders (ICBM and IRBM) to minimize production delays. The identifica- 
tion system and supporting instruction are designed to call specific attention to 
the urgency of the program and to alert the contractors to take appropriate action 
promptly to prevent delays in production. Special priorities procedures to ex- 
pedite assistance to DOD contractors were also adopted for activation in the 
event of a natural disaster. These procedures were activated in the west coast 
flood area. The steel strike of 1956 also necessitated the adoption of special 
procedures to provide for the acceptance of military orders in mills remaining 
open and to establish work-out measures. 

Program effectiveness.—The priorities and allocations program continued its 
effectiveness in establishing and maintaining preferential treatment for the 
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acceptance of defense orders, and provided adequate allocations of controlled 
materials for their fulfillment. In general, problems requiring assistance because 
of material shortages or difficulties were resolved more expeditiously as a re- 
sult of the procedures in use. The program has been used effectively for current 
procurement and mobilization planning by the following: (1) Production re- 
serves (set-asides) were maintained for the acceptance of defense-controlled 
materials orders; (2) the DOD Priorities and Allocations Manual was main- 
tained to provide uniform guidance to all agencies of the Defense Department in 
the discharge of DOD responsibilities ; (3) some additional simplification of the 
defense materials system was accomplished and maintained in mobilization 
readiness status as a standby program for emergency purposes; (4) priorities 
support to cover materials for maintenance, repair, and operating supplies and for 
installation of production equipment was continued, but only for defense con- 
tractors; (5) titanium schedules were reviewed by DOD prior to issuance of 
delivery directives by BDSA to assure preference to defense orders; (6) an 
alphabetical and numerical preference list was maintained to assist industry and 
Government in scheduling orders for machine tools for most urgent military 
production; (7) the DOD master urgency list of the most important currently 
procured items and projects was revised and reissued once during the year and 
supplemental individual item changes were also made to provide continuing 
guidance; (8) work with civilian agencies to simplify priorities and allocations 
procedures, and to adapt them for use under full mobilization, was continued. 

During the year ending August 31, 1956, 4,048 cases requesting special as- 
sistance to obtain materials, components, end items, and production equipment to 
fulfill military contracts were processed, almost two times the 2,046 processed 
in the preceding year. The assistance that has been given in the past year has 
been of great benefit to specific programs of high urgency. 

The Assistant Secretary of Defense (Supply and Logistics) is continuing the 
development with ODM and BDSA for a simpler system, consistent with national 
policy, which will insure industrial support of military programs in event of full 
mobilization with modifications for use in event of attack on the continental 
United States. 

A priorities and allocations program adequate to secure acceptance and prefer- 
ence for defense orders of the United States and friendly foreign countries 
should be maintained. Such a program provides framework and procedures 
required in the event of an expanded emergency and in the early stages of full 
mobilization. The competitive demand for most materials in the expanding 


economy has emphasized during the past year the importance of continuing 
such a program. 


EXPANSION OF PRODUCTIVE CAPACITY AND SUPPLY 


(a) Certificates of necessity 


Authority.—The Department of Defense participates in the accelerated amorti- 
zation program by reviewing and making recommendations on applications for 
certificates of necessity which involve expansion of industrial capacity regarded 
by ODM as being important in the support of the DOD program. The authority 
for this activity is contained in Executive Order 10480, section 168 of the Internal 
Revenue Code of 1954, and ODM Regulation 1. This activity supplements title 
III of the Defense Production Act, as amended. 

Summary of activities—The number of recommendations concerning certifi- 
cates of necessity made by the Department of Defense in the 12 months ending 
August 13, 1956, were: Army, 61; Navy, 154; Air Force, 202; and by OASD 
S. and L.), 2238. 

Program effectiveness—During the last 12 months a considerably larger 
number of applications for certificates of necessity have been referred by Office 
of Defense Mobilization to the Department of Defense for recommendation than 
in the previous year. The Department of Defense reviews and makes recom- 
mendations on applications based on their importance in improving the mobiliza- 
tion base by expansion or dispersal of essential defense production facilities re- 
quired to meet current or mobilization production objectives. 


(b) Guaranteed loans 


Authority —The Department of Defense participates in the guaranteed loans 
program under title II of the Defense Production Act of 1950, as amended, and 
authority delegated to it under Executive Order 10480. 
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Summary of activities 


{Amounts in millions] 


Amount of loans 


Number 
Total Amount of 
guaranty 
Apolications pending as of July 31, 1955._............--...--... 4 $1.5 $1.2 
Applications received, Aug. 1, 1955 through July 31, 1956__.-..- 58 149.0 114.7 
I elena 50 135.5 104.3 
Applications denied (disapproved, ineligible) _..............-. 5 1.5 1.4 
Applications pending as of July 31, 1956..........-...-.-.....- 7 13.5 | 10.2 


Number of loans approved, Aug: 1, 1955, to July 31, 1956 


Size of loans approved: 
$10,000 and under 
Se Cr eee a ke 
ety ett hc RT ARR TEE AIS ERBS URE SS SSAC ALBS AT 8A SERS SEAT 
Ore We ed ii ed ie ea 
$100,001 to $300,000 
renee meets 2 Ses it a ti a ie ee 
ect igs ek ee aa sig) 5 Ed eS 6° BENS REST D) BPE MESES SRM Rey Rene Meee oP 
$1,000,001 to $2,500,000 
SEMOCCSL 16 GROOR CON a a ea ee 
SROOSC01 to S10, COR UO es 28 er ee 
$10,000,001 to $15,000,000 
$15,000,001 to $50,000,000 
Over $50,000,000 


(c) Utilization and improvement of existing production capacity 


Authority —Deportment of Defense activities related to title III of the 
Defense Production Act of 1950, as amended, also included development and 
use of methods and procedures to utilize and improve existing production capacity. 

Summary of activities —Preference lists of Department of Defense contractors, 
which provide a means of channeling distribution of new metal-working equip- 
ment to producers of the most urgent military items, have been prepared for 
each quarter during the year. These lists of contractors are arranged both 
numerically and alphabetically and are issued jointly by Department of Defense 
and the Business and Defense Services Administration to several hundred 
machine-tool builders as a guide in scheduling deliveries. The Department of 
Defense continued its participation with Business and Defense Services Ad- 
ministration to obtain production equipment by directive and diversion action 
in order to expedite production of high-urgency military production and 
construction programs. 

The production equipment redistribution group of the Department of Defense 
keeps a current list of all tools owned by the military departments, which are 
idle and available for redistribution. During the period from September 1, 1955, 
to August 31, 1956, 5,745 metalworking machinery and other types of related 
production equipment were supplied to military contractors and to defense- 
supported industry through this group. A total of 8,808 allocations of tools 
and equipment was made in connection with the redistribution of tools to defense 
producers during the period. 

The inventory of idle metalworking and other production equipment available 
for use when needed amounted to 63,600 as of September 1, 1956, compared to 
57,917 items on September 1, 1955. <A program for testing operating tolerances 
of all equipment in the inactive inventory, to be completed over a 5-year period, 
was started by the military departments in compliance with Department of 
Defense policy. Tools which are tested and found not to meet operating stand- 
ards are being put in operable condition where possible or are being disposed of 
in those cases where repair or rehabilitation is not practicable. 

A continuing program has been in effect to inspect military machine tool stor- 
age sites, and check on the adequacy and accuracy of inventory records and on 
the maintenance of tools. In a few cases where records and maintenance 
standards were not satisfactory, the departments were notified, and the condi- 
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tions have been corrected. In most cases the records and maintenance of tools 
were found to be in good order. 

During the year, representatives of the Department of Defense actively par- 
ticipated in the joint study program being conducted in 60 areas of component 
production under the direction of the ODM Inter-Agency Committee on Com- 
ponents. The Department of Defense develops military requirements for each 
of the critical component areas and provides this information to the industry 
advisory committees sponsored by the Business and Defense Services Admin- 
istration. Bach area has an industry task group which develops information on 
civilian requirements for the items and on the industry’s total production 
capacity. In areas where the combined civilian and defense requirements (in- 
cluding Atomic Bnergy Commission) exceed the production capability, recom- 
mendations are made to the Office of Defense Mobilization for elimination of the 
deficiencies, 

Studies have been completed in 24 of the 60 component areas and a schedule 
for completion of the other 36 studies has been established. Of the completed 
studies, four have indicated potential shortages. Decision has been made by 
the ODM Committee to use the borrowing authority of the Defense Production 
Act to expand production capacity in the marine turbine industry. In the other 
three cases, final decision awaits further review of requirements. 


ASSISTANCE TO SMALL-BUSINESS FIRMS 


Authority.—The small-business program is continuing under provisions of the 
Armed Services Procurement Act of 1947, the Small Business Act of 1953, as 
amended, and the Defense Production Act of 1950, as amended. 

Summary of activities—During the fiscal year 1956, the Department of De- 
fense continued to carry on an active and vigorous program to make sure that 
small-business concerns are given an equitable opportunity to compete for de- 
fense business and to eneourage to the greatest possible extent increased par- 
ticipation by small-business firms. 

In November 1955, DOD Instruction 4100.9 which provides for an integrated 
and cooperative program of activities between the Small Business Adminis- 
tration and the Department of Defense was revised. Among other things, the 
revised instruction provides that Department of Defense contracting officers on 
their own initiative may make set-asides of appropriate procurements in the 
event of the nonavailability of a Small Business Administration repreSentative. 

As an integral part of the program to increase the participation of small 
business to the maximum extent possible, procedures for determining what pro- 
curement can potentially be supplied by small business have been clarified and 
improved management reports have been developed. For each procurement 
action that involves $10,000 or more, the contracting officer is required (a) to 
determine whether the procurement is within small-business potential, and (b) 
if small business fails to get such awards, to specify the circumstances which 
made it necessary to place the procurement with a large firm. These reports 
effectively isolate the procurement which is within the small-business potential, 
and provide a basis for analyzing why small business is not receiving a larger 
portion of the potential. 

In addition to efforts to further small-business participation in direct military 
business, the departments have actively pursued implementing the Department 
of Defense Directive 4100.20 which sets up the DOD small business subcontract- 
ing program. This program is designed to assure small business an equitable 
opportunity to participate in subcontracting of defense procurement. Small- 
business specialists of the Department of Defense have been working with con- 
tractors’ liaison officers in urging the establishment of this program with 
business firms that have received prime contracts in excess of $1 million which 
have substantial subcontracting possibilities. DOD Instruction 4100.28 issued 
June 13, 1956, provides for semiannual reporting by cooperating military prime 
contractors of the amounts of subcontracting going to small business. The 
first reports will become available early in 1957 and should provide useful in- 
formation on the success in establishing this program among prime contractors 
and, for the first time, some definite indication of the total extent to which small- 
business participation in defense procurement, as both prime and subcon- 
tractors. 

Other efforts by the Department of Defense in the subcontracting area include 
an Air Force program for promptly publicizing in local newSpapers awards of 
$25,000 and over placed in their territories in order to notify interested small 
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suppliers of opportunities for defense business in their normal trading area, 
and participation in small-business conferences for the purpose of acquainting 
smali-busivess firms: with military procurement opportunities in the prime con- 
tract and subcontracting areas. 


Small business participation and program effectiveness 


A considerable amount of attention and emphasis has been placed on the 
small-business program throughout the Department of Defense during the year. 
Small-business specialists in the major procurement offices and contracting 
officers throughout the procurement system have concentrated on assisting small 
business by actively searching for new sources; by including on military bidders’ 
mailing lists names of established small business suppliers and such potential 
suppliers as have made acceptable application for inclusion in bidders’ lists; 
by soliciting bids from a proportionate number of small firms in all cases 
where the entire bidders’ list is not being solicited; by planning procurement 
in reasonably small, economically sound production lots, allowing sufficient’ time 
for the preparation and submission of bids, and establishing favorable delivery 
schedules, specifications and other provisions consistent with military require- 
ments; and by extending to the maximum possible extent opportunities to 
submit bids for quantities less than total requirement. 

During fiscal year 1956 nearly $3.5 billion in military prime contracts was 
awarded to small-business firms, which is more than in any year since the end 
of the Korean conflict. However, because a large proportion of military pro- 
curement is in complex military weapons such as aircraft, guided missiles, and 
ships, the small-business potential is about one-third of total procurement. 
Small firms actually received 63.8 percent of the awards that were in the small- 
business potential. As shown in the table below, almost all of the remainder 
of the potential! was awarded to large business due to small-business failure 
to submit a bid or because the small-business bids were not low. 

Data for fiscal year 1956 are shown in tables 1 and 2. 


TABLE 1.—AIll military prime contracts—Net value of procurement actions, by 
category and department, July 1955 to June 1956 


[Amounts in thousands] 










































































Procurement action category Total | Army | Navy Air Force | ASPPA! 
| 
WEG so tacked thestcyncus seege .-|$19, 590, 435 $4, 696, 396 | $5,168,095 | $8,654,498 | $1,071, 446 
For work outside United States _-__-__- -.--| 1,405, 903 699, 066 270, 512 205, 248 231, 077 
Intragovernmental __-_ . 434, 448 166, 085 96, 149 172, 214 
‘Total with ‘business firms for work in the 
United States.- be mek ; ..| 17,750,084 | 3,831,245 4, 801, 434 8, 277, 036 840, 369 
Actions of less than $10,000. __- _..--| 1,220, 550 | 628, 110 282, 775 302, 457 7, 208 
Actions of $10,000 or more. _--.-- sas | 16,5 29, 534 3, 203, 135 4,518,659 | 7,974,579 833, 161 
Small-business potential?.............| 5,444,441 | 2,475,732 | 2,176,967 | 1,060, 549 631, 193 
Actions of less than $10,000-- -- | 1,220, 550 | 628,110 282, 775 302, 457 7, 208 
Actions of $10,000 or more_-_.__ | 4,223, 891 1, 847, 622 994, 192 758, 092 623, 985 
Nonpotential ?_...____.--- ___.........| 12, 305,643 | 1,355,513 | 3,524,467 | 7,216,487 209, 176 
With small-business firms - -_-- PS .weKs b 3, 475, 315 1, 675,219 i 939, 002 685, 839° 175, 255 
Actions. of less, than $10,000- . - . -| 812, 644 431, 272 174, 662 202, 763 3, 947 
Actions of $10;060 or more. seal 2, 662, 671 1, 243, 947 | 764, 340 483, 076 171, 308 
a 25 a ae ne 
With large business firms-_.........-....- 4, 274, 769 | a 156, 026 | 3,862,432 | 7,591,197 665, 114 
Actions of less than $10,000___- 407,906 | 196,838 | 108,113} 99,604 3, 261 
Actions of $10,000 or more...__- .....| 13, 866, 863 1, 959, 188 3, 754, 319 7,491, 503 661, 853 
Small-business share: or ry : 
Percent of small business potential_ - -- 63.8 67.7 73.5 64.7 27.8 
Percent of total with business firms- --| 19.6 43.7 19.6 8.3 20.9 





1 Armed Services Petroleum Purchasing Agency. 

2 Includes all procurement actions of less than $10,000, and all other procurement actions except those 
described in footnote 3 below. 

3 Includes items requiring a firm to have 500 or more employees to supply it in normal practicable quan- 
tities; procurement in emergency situations requiring schedules that cannot be met by a small firm; pro- 


curement placed with a large firm in order to maintain it as part of the mobilization base; and procurement 
of proprietary items. 
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TABLE 2.—Military prime contracts in the small-business potential; net value of 
procurement actions of $10,000 or more, by category and by department, July 
1955 toadune 1956 


[Amonnts in thousands] 




















Procurement actjon category Total Army Navy (Air Force} ASPPA? 
VALUE 

Smal! business potential, actions of $10,000 or 
rere. ig thsi cag b ini aa dB _uu....-.-------.}| $4,223,891 | $1,847,622 | $904,192 | $758,092 | $623,985 
Awarded to small-business firms.............| 2,662, 671 1, 243, 947 764, 340 483, 076 171, 308 
Not awarded to small-business firms-.-_-- -.- 1, 561, 220 603,675 | 229,852 275,016 452, 677 
Smal! business did not bid ...-- mee 236, 943 96, 044 52, 032 73, 065 15, 802 
Smali business bid was not low. _.| 1,238,025 487,151 165, 988 152, 983 431, 903 
Small business bid was not responsive _--| 61, 053 9,122} 11, 638 35, 326 4, 972 
Small business bid rejected after survey -| 25, 199 | 11, 358 | 199 13, 642 0 


PERCENTAGE DISTRIBUTION 
| 





Small-business potential, actions of $10,000 or 
peu deaiegnas pe ween sb 100.0 | 100. 0 | 100. 0 100.0 100.0 














more ' é “ 
Awarded to small-business firms-... al 63.0 67.3 | 76.9 63.7 | 27.5 
Not awarded to small-business firms... _---| 37.0 | 32.7 | 23. 1 36.3 | 72.5 
paenparnicaniee Euan tittle nema emi agiitnaieinbe 

Small business did not bid_.-..- — 5.6 | 5.2 | 5.2 9.6 2.5 
Small business bid was not low. ta) 29.3 | 26. 4 | 16.7 20.2 69. 2 
Small business bid was not responsive 1.5 | 5 } 1.2 | 4.7 8 
Small business bid rejected after survey -| 6 6 | (3) | 1.8 0 


' 





1 For definitions, see footnotes to table 1. Data on reasons for small-business failure to obtain potential 
awards are not available for procurement actions of less than $10,000. 

2 Armed Services Petroleum Purchasing Agency. 

3 Less than 0.00 percent. 


Assistance in labor-surplus and flood-disaster areas 


Authority.—The Department of Defense continued active participation in the 
program of assisting labor-surplus areas and industries, and provided assistance 
to military prime contractors, potential subcontractors, and other firms in flood- 
disaster areas under authority of Defense Production Act of 1950, as amended, 
and as prescribed by Defense Manpower Policy No. 4 and Defense Mobilization 
Order VII-7. 

Summary of activities—A number of actions were taken during the year to 
help stimulate defense business in the labor-surplus areas and industries as 
well as in areas suffering from natural disaster. Community clinics and tech- 
nological exhibits were conducted in several States to focus attention on the 
production resources available in surplus areas and to assist manufacturers in 
these areas to compete with other areas for defense business. 

The military departments also stressd the awarding of contracts, where 
feasible, in the flood-disaster areas in New England and the Middle Atlantic 
States, as well as the affected west-coast areas. 

Representatives of the Department of Defense cooperated with the Office of 
Defense Mobilization Surplus Manpower Committee in developing procedures 
to extend the privilege of accelerated tax amortization to areas of substantial 
labor surplus which are not classified in the United States Department of Labor 
regular reporting system. Under these procedures a certificate from the Depart- 
ment of Labor identifying an area as one of substantial labor surplus will entitle 
firms settling in that area to the benefits of rapid tax amortization. 

Program effectiveness.—During the year $645 million in procurement awards 
of $25,000 or more were placed in labor surplus areas and in the labor surplus 
textile industry. For about $4 million of this amount, the set-aside and tie-bid 
preferences authorized by DMP 4 were used in placing the awards. This program 
helps to improve the economy of these areas and maintain resources which might 
be needed in emergency. 

During the period from August 1955 to March 1956, $1,864 million in military 
procurement awards of $10,000 or more were placed in areas in the Northeastern 
States designated as flood-disaster areas, $30 million of which was placed in 
these areas as a result of preference. In the Western States, $138 million in 
procurement awards of $10,000 or more were placed in the flood-disaster areas 
during the emergency period January through March 1956. 
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INDUSTRY INTEGRATION COMMITTEE OPERATION 


Authority.—The program is being conducted under the provisions of section 
708, title VII of the Defense Production Act, as amended, and upon approval 
of the voluntary agreements by the Attorney General. 

Summary of activities —As of September 1, 1955, there were 25 integration 
committees in existence in the Departments of the Army and Air Force. Seven 
committees were dissolved during the past year, 4 of which involved items of 
ammunition, the 4.2-inch mortar shell, 20 millimeter projectiles and fuses, M21A4 
boosters, M48 type fuses and the 20 millimeter cartridge case, and 3 involving 
aircraft projects, B-47 and F-84 production and production of the J—47 aircraft 
engine. One committee on Army aircraft and maintenance was established during 
the year, making a total of 19 integration committees in existence as of August 
$1, 1956. The establishing of an additional committee for small Army ammuni- 
tion is being considered. 

Program effectiveness.—The activities being carried on by these integration 
committees have been extremely helpful in solving production problems for 
some of the more complex military items of equipment. 


ASSISTANT SECRETARY OF DEFENSE, 
SuppLy AND LOoGISTICs, 


Washington, D. C., October 19, 1956. 
Hon. Paut Brown, 


Chairman, Joint Committee on Defense Production, 
Congress of the United States. 


Dear Mr. CHAIRMAN: With further reference to our letter of September 26, 
1956, and in accordance with the telephone request of Mr. Harold J. Warren, 
clerk of the committee, there is enclosed herewith a supplemental statement on 
geographic dispersal of industrial facilities, to be included with the report of 
activities of the Department of Defense related to the Defense Production Act 

Sincerely yours, 
R. C. LANPHIER, Jr., 
Deputy Assistant Secretary of Defense (Supply and Logistics). 


GEOGRAPHIC DISPERSAL OF INDUSTRIAL FACILITIES 


Section 4 of Public Law 632, 84th Congress, approved June 29, 1956, amended 
the Defense Production Act of 1950 (50 U. 8. C. App. 2062) by inserting a state- 
ment of the policy of the Congress to encourage the geographic dispersal of 
industrial facilities of the United States in the interest of national defense. 
Department of Defense policies and programs are consistent with this policy. 


INDUSTRIAL FACILITIES 


Department of Defense Directive 5220.5, dated November 17, 1955, prescribes 
DOD policy with respect to industrial dispersal. . Recognizing the obstacles to 
maximum dispersal, such as cost, social dislocation in existing areas of popula- 
tion, and delay of vital defense production and development, the policy estab- 
lished the following criteria that are to be carefully considered in seeking a 
practical solution to the problem of dispersal: 

1. When multiple sources for an item of materiel or development are 
practical, dispersal will be a key factor in selection of the additional sources. 
Wherever practicable, this principle will also be applied in the case of 
multiple sources for subcontract work. 

2. Dispersal will be one of the prime considerations in the location of 
new facility construction, particularly when furnished at Government ex- 
pense or with Federal aids to construction. This may not necessarily apply 
to those new facilities which constitute a desirable, but relatively minor, 
adjunct to existing defense facilities. 

3. To avoid the excessive cost and the resulting social dislocation attend- 
ant on the abandonment of existing production facilities, all facilities in 
being will be maintained in use as required. Every effort will be made 
to require the use of existing facilities before new facilities are constructed. 

4, The urgency of dispersal should always be weighed against the urgency 
of the requirement for timely delivery of the vital product involved. 

5. Consistent with the above, the objective shall be to avoid the tendency 
toward overconcentration of critical defense facilities in target areas. 
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In addition, DOD Directive 3005.8, dated December 7, 1954, which provides 
policy for the integration of current procurement with mobilization planning, 
specifies that geographic dispersal of facilities is to be taken into account in 
the placement of current procurement contracts for major items which are 
included in mobilization production plans with industry. The Armed Services 
Procurement Regulation (sec. 3-101) includes a similar provision for all items 
procured under negotiated contracts. 

By delegation of authority of the Office of Defense Mobilization, the Depart- 
ment of Defense assists ODM im the development and review of standards for 
the strategie location and physical security of industries, services, government, 
and other activities essential to national security. 

In this connection the Armed Forces special weapons project prepared several 
reports during 1954 which were aimed at providing top Government policy offi- 
cials with weapons-effect data, based on explosion tests of thermonuclear 
weapons. The purpose of these briefings, in addition to supplying other types 
of information, was to provide a basis for any revision deemed necessary in 
dispersion standards. A variety of additional related data have been made 
available to ODM during 1955 and 1956. 

The Department of Defense participated in the activities of an ad hoc com- 
mittee composed of representatives from ODM, Defense, Commerce, and FCDA, 
to study the development of criteria and standards to be used in the imple- 
mentation of the dispersion program. The committee formulated a working 
agreement whereby a uniform approach is made on a case-by-case basis in the 
application of these standards to congested urban areas. 

Dispersion standards with respect to location of specific sites in proximity 
to key military installations and industrial facilities are developed by the 
Department of Defense. 

MILITARY FACILITIES 


The Department of Defense is responsible also for application of dispersion 
and protective construction policies and criteria to military projects. DOD 
Directive C—3020.7 and Department of Defense Instruction C-3020.8, both docu- 
ments dated January 6, 1956, are classified papers providing for application of 
Joint Chiefs of Staff protective construction policy, including dispersion, to 
military installations. 


GUIDANCE TO DEPARTMENT OF COMMERCE AND INDUSTRY 


When requested by ODM or the Department of Commerce, the Department of 
Defense determines and advises ODM or Department of Commerce, Office of 
Area Development, whether a proposed location in a tax-amortization case is 
satisfactorily dispersed, so far as proximity to key military installations and 
industrial facilities is concerned. These determinations are based on specific 
dispersion standards developed within the Department of Defense for applica- 
tion to potential isolated targets located outside of congested urban areas. 
Conformity with dispersion standards with respect to congested urban areas is 
determined by the Department of Commerce. 

During the period from September 1955 through August 1956, the Department 
of Defense reviewed 548 dispersion inquiries on proposed site locations. These 
cases stemmed from industrial applications for certificates of necessity for 
rapid tax amortization, from military departments, and from other Federal 
agencies including Veterans’ Administration, Federal Reserve Bank, and re- 
gional defense mobilization committees, regarding proposed office and facility 
locations. A summary of the results of these reviews follows: 


Dispersion inquiries on site locations, Sept. 1, 1955, through Aug. 31, 1956 














Locations meeting | Locations not meeting 
standards standards 
| Number 
| 
| | Number | Percent | Number | Percent 
rT Peery erst Pere ape wet Dr peste 
Detelicinsss sas 50 bpsids = on gstab eds 4h | 548 | 459 | 83.8 | 89 16.2 
lax ELLE 160 | 137 | 85.6 23 | 144 
TN te a | 76 66 | 85.8 10 | 13.2 
Regional Defense Mobilization Committees___| 250 228 | 91.2 22 8.8 
DETRCACY GOpOrCMnONS,. «.. .cceccccccscocconweces 57 25 | 43.9 32 56.1 
CU ccacencatnvntssinskxncinthdsbkcokaaiens 5 3 | 60.0 2 40.0 


VA and Federal Reserve Bank. 
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When the Office of Defense Mobilization determines that a proposed location 
in a tax-amortization application does not meet dispersion standards, ODM may, 
request a Department of Defense position on waiver of dispersion criteria. The. 
Department of Defense will consider a recommendation for waiver of dispersion 
criteria only under the following conditions: 
(1) For the production of military items or components required under 
current procurement programs or to meet mobilization requirements ; 
(2) For the production of basic materials or for the performance of a 
service of direct interest to a military department; 
(3) For the production of basic materials or for the performance of a 
service used principally by the military departments. ; 
The Department of Defense in its negotiations with its suppliers of materiel, 
counsels industry, if appropriate, on dispersion matters, especially if a need 
for multiple source of supply is a consideration in procurement. In addition, 
in the conduct of defense production security surveys under its industrial de- 
fense program, representatives of the Department of Defense counsel industry 
on dispersion matters. 


INTERSTATE COMMERCE COMMISSION 


INTERSTATE COMMERCE COMMISSION, 
Washington, September 14,1956. 






Hon. PAuL Brown, 
Chairman, Joint Committee on Defense Production, 
Congress of the United States, Washington, D. C. 
(Attention Mr. Harold J. Warren, clerk and counsel.) 


DEAR CHAIRMAN BROWN: In compliance with the request contained in your 
letter of August 3, 1956, I am forwarding herewith a brief factual summary of 
the operations of the Interstate Commerce Commission under the Defense Pro- 
duction Act of 1950, as amended, covering the period September 1, 1955—-August 
31, 1956. 

This material is submitted for inclusion in the sixth annual report to Congress 
by your committee. 

Very truly yours, 
OWEN CLARKE, Commissioner. 


ANNUAL REPORT OF ACTIVITIES OF THE INTERSTATE COMMERCE COMMISSION 
Covering the period September 1, 1955, to August 31, 1956 
I. AUTHORITY FOR THE CONDUCT OF INTERSTATE COMMERCE COMMISSION PROGRAMS 


The authority under which the Interstate Commerce Commission conducted 
the programs described under item II is as follows: 


Defense Production Act of 1950, as amended (64 Stat. 798; 65 Stat. 131; 66 Stat. 
296 ; 67 Stat. 129; Public Law 632, 84th Cong. 

Executive Order 10219 (16 F. R. 1983; 19 F. R. 3807) 

Executive Order 10480 (18 F. R. 4939; 19 F. R. 3807) 

Defense Mobilization Order I-7 (18 F. R. 5366, 6737) 

Defense Mobilization Order VII—5 (18 F. R. 6408) 

Defense Mobilization Order VI-2 (18 F. R. 8133) 

Defense Mobilization Order I-15 (20 F. R. 921) 

Organization Order DTA, as amended, (15 F. R. 6728; 19 F. R. 4160; 20 F. R. 

4550) 


Il, SUMMARY OF EACH INTERSTATE COMMERCE COMMISSION PROGRAM, INCLUDING 
COOPERATIVE OPERATIONS WITH OTHER AGENCIES 





During the period covered by this report the activities of the Interstate Com- 
merce Commission under the Defense Production Act cf 1950, as amended, as 
implemented by Executive orders, departmental orders, delegations, ete., were 
primarily concerned with (@) tax-amortization programs, and (6) mobilization 
planning and readiness programs. 
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(a) Taw-amortization programs 


The processing of applications for the issuance of accelerated tax-amortization 
certificates under subsections (e) and (g) of section 168 of the Internal Revenue 
Code with respect to expansion goals established by the Office of Defense Mobiliza- 
tion was substantially completed by July 1, 1956. Applications pending June 
30, 1956, totaled 7, including 4 applications for reconsideration of action previ- 
ously taken. As previously reported, expansion goals for facilities within the 
areas of Commission responsibility, with the exception of the freight-car goal, 
were closed by ODM on September 29, 1955, retroactive, in most instances, 
to June 12, 1955. Subsequently, the retroactive date was changed to August 11, 
1955, and during the period covered by this report, i. e., on April 3, 1956, the 
retroactive date was again changed to September 29, 1955, thus permitting 
consideration to be given to facilities for which applications had “been: filed on or 
before September 29, 1955. 

The freight-car-expansion goal was closed effective as of the close of business 
on December 31, 1955. The number of freight cars covered by applications on 
file at the deadline overran the approved expansion goal by 59,000. On April 
27, 1956, ODM revised upward the expansion goal to include the additional 59,000 
freight cars. Thus all freight cars which were on firm order, or for which con- 
struction had been authorized, on or before December 31, 1955, and which were 
covered by application filed by the deadline, were eligible for consideration. 

The following table summarizes the tax-amortization programs for the period 
July 1, 1955, through June 30, 1956: 


| Number | Amount 














ae a soe ‘ 1 KES Se 
Applications pending (July 1, 1955)...--.......-..-- a? 7 nal 51 $77, 317, 973 
Applications received... aedeus : Sahel pabapean 579 | 1, 825, 901, 301 
Applications processed: i 
es NN Fig hectic tvincmimaibinistiomunnawiataiaiaih ; 514} = 1, 788, 368, 223 
Recommended for denial. -.-- pra mena ee . 91 | 61,109, 536 
Transférred or withdrawn. - mab acisnereldichscaaba Minnie 13 | \50,'480, 263 
Total processed ___._- oe ih isabieaaiedld . wrested 623 | 1, 899, 958, 022 
Applications pending (June 30, 1956) ___- sania sapere esnleiitinareiiabancaiteaiia 7} 3, 261, 252 
Certificates issued f Sabina seeiaebineniae Jronisa:clinairarisealis 481 | 1, 740, 591, 109 
Applications denied (including partials) -_-.........-- wre ebenicerijileten aici aaa 231 322, 640, 573 
RE A hss 26 39, 346, 351 





142 of the 514 applications recommended for allowance also contained some facilities for which denial 
was recommended. 


Requests for reconsideration of tax amortization denials: 


Applications pending (July 1, 1955) ~--....-.-..-----.- 2. i 4 
Requests received during period__...-._____._____- simian enh eg ling 214 
Processed to ODM, allow GeO cnciiiac eden nik ena ee as 162 
Processed to ODM, Gamat <iiisncg adh assinck wasted) Be BS 31 
Processed to ODM, partial allowance, partial denial___._.___._.___._-______ 21 
Total . pr0ee006 ssa cvisininntissie binetigsed eee aE Be 214 
Total pending (June 30, 1956) _--__________-_____ <M wiswatnapees iia eeaiieease: et) 4 
Requests for scope amendments: \ 
Pending : (July: 3, 3966 )iis— 2s iced od Se ek ebist ae eis 3 
Requests received. during period..—« 2.006. cn cnk 2 ete Seek 67 
Processed during: petie@ iio oben) ee cu ls 67 
Pending (June 30; 1906) ..0s ssc. cdem ask ee ES 3 
Requests for extension of time limitation of certificates: 
Requests pending: (ily 1, TODD) vis casseemsesctintitcatd acsmigtiesnblenins—tedtnatty maticiets 0 
Requests. received. during. period... oo in ncenintemisisnrencain dc ducessiee lawn 42 
OC CIICG Ci Cian teecsendane, <oysictndinesapntabinittadnthte heieetcendiheemeandiaees acelin 41 


Pending (June 30, 1956) 
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The statistics below indicate by unit and dollar value'the types of facilities 


recommended for certification during the period July 1, 1955, through June 30, 
1956 : 





Number Dollar value 


Inland waterways: 





ID, ste dlantihennin qelvth dentine ye = 454 ea Eo cde a deen tea =<19er 14 $3, 048, 216 
ean Dae ea ete a ASE ACRES ee scot: Stee ENE 246 14, 907, 209 
Terminal facilities applications..........-.-.....--.--..----s-42..-22-..1- 4 2, 255, 076 
Railroad cars: 
CE aed ite itn c pitath tas iiatonenh anteeptinkhovrbiathetgeegibed tbobetivd 72, 341 622, 499, 602 
Dis t0 tote Sienna nadine ainiharn ae onadeepehnanabedioaemmnidindanieaen | 292 4, 799, 227 
We eae UA Bish Lah da er etd RAW ! 7,7 71, 439, 078 
SS ee vada Ath athcddiadedconcaliies tincbuseaae 14, 378 116, 403, 054 
a ail all sill cn Risers Gnas haged Whine dit attic Annie aE 100 604, 700 
arnt aii ta ds cece oatomenecuvn-adeipaicuinia ine nena miaiementhed eee 53, 366 420, 843, 591 
GEpemeemerere GALG. 2016 9 seit Uk ck et ts 5, 987 84, 037, 135 
Nee ys SUS RT alah ~ hcaceee — 4eepi anit apd den ebee bene § bp ih §-44.404 46 8,015 93, 907, 231 
i a aca lode eaclalear ill alt redo ileal 25 373, 786 
rca keerin ewes Senshiseandcde Siiceneheaneinckneessantrna awn | 344 51, 067, 220 
Lamempem yer, Gne.. 2.0... Lal. a i HEL LL | 822 180, 943, 788 
Miscellaneous railroad facilities applications -_----_-- nb bud oe pobtiacs ipieneddstl 82 87, 999, 370 
DE Pe I a peices ing onne cement htawnte sed cask<bnebie 15 3, 871, 711 





The following table shows the expansion for which certificates have been 
issued from the inception of the programs through June 30, 1956: 








Name of goal Approved Certified to 

goa! June 30, 1956 
Railroad passenger cars... ---- bib ahehnn edubbbetaicspel de ibekikcuiesal 1, 250 991 
I <n RRs «05a w biaencenciegneninaitteniehiainndnsliaganeinenah stain 495, 000 494, 546 
aS a scala tn bot dnins ond dion andaaesig eelicnsigboaasianan canighgheattanasebaesideneniurgen 15, 500 12, 084 
Railroad terminal and road facilitics....................--...----.-----.-- (4) $639, 020, 622 
Inland waterway vessels...............- iain Cecctadiiedahsaiibses deena a tala aiaee ee 3, 923 , 538 
Inland waterway terminal facilities.._..............-......-..-...---.-.-.-- ) $15, 765, 950 
anniek dh aniomnsuhligalsiecianinbidindcheainioia eam 6 21 
Warehouse and storage facilities. __..........-.-.. EP ASE EA (1) 78, 533, 202 
Reetoreemena) ena wepalr facilities... nonce nceccnnccceswes tbls (4) $52, 027, 506 
Port facilities_.--.-..-..-- a a helelabenstagacalapaiidsindicesnhepls nis ocala oattiaietill (1) $56, 765, 717 


1 Open end. 


2 Goal established May 7, 1952. From initiation of program in October 1950 to May 1952, certificates 
were issued covering construction or conversion of 25 Great Lakes vessels. 


As of the close of the period covered by this report the Commission’s activities 
with respect to tax amortization pertained to (a) the reception and processing 
of requests for reconsideration of applications previously denied in whole or 
in part, scope amendments, and other postcertification action; (b) processing 
applications filed in accordance with ODM regulations for certificates covering 
the restoration of productive capacity damaged or destroyed by a major dis- 
aster; and (c) conducting surveys in specific transportation areas to determine 


the need from a national-defense standpoint for accelerated tax amortization 
in these areas. 


(b) Mobilization planning and readiness programs 


During the period covered by this report, the Commission, acting through 
the Commissioner who is responsible for the supervision of the Bureau which 
administers the car-service functions of the Commission, continued to develop 
and progress plans, programs, and procedures relating to the utilization of 
domestic transport, storage, and port facilities in the event of war or national 
emergency requiring full mobilization. Following is a brief outline of activities 
during this period with respect to these projects: 

1. War Transport Administration.—Under the chairmanship of the Commis- 
sioner, the subcommittee, which developed the original recommendations with re- 
spect to the organization structure of the War Transport Administration, made 
recommendations to the ODM Committee on Defense Transportation and 
Storage covering the staffing pattern of the War Transport Administration and 
the functions of the principal officers. 

These recommendations were approved by the Committee at its meeting of 
March 26, 1956. The Committee made a further assignment to the subcom- 
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mitttee ; namely, to make a study of and submit specific recommendations with 
respect to the form and text of orders and documents which should be prepared 
to bring the plan for a War Transport Administration, as finally approved by 
the Director of the Office of Defense Mobilization, to the stage of readiness 
necessary for its immediate use in the event of war or full mobilization. A 
number of documents have been submitted to the subcommittee for consider- 
ation at its next meeting in October 1956. 

The plan for the control of port utilization in time of war, which is a part 
of the War Transport Administration plan, was presented by a member of the 
transport mobilization staff of the Commission, to the port industry and the 
public on November 1, 1955, at the annual convention of the American Associ- 
ation of Port Authorities held at Houston, Tex. The port. plan was well re 
ceived by the convention and was subsequently published in the official magazine 
of the association. 

2. Working group on transportation problems incident to enemy attacks on 
the continental United States.—This working group (a subcommittee of the 
ODM Interagency Committee on Defense Transportation and Storage) met 
twice during this period under the chairmanship of a member of the transport 
mobilization staff of the Commission. The group considered and made recom- 
mendations with respect to the report and recommendations of an ODM survey 
team on transportation planning in 30 major target areas in continental United 
States; agreed upon and recommended a list of property in respect of which 
priority shall be given by carriers in accepting shipments for transportation 
to points which have been attacked; accepted an assignment from the Director 
of the Office of Defense Mobilization to develop a national transportation policy 
manual for the utilization of transportation (land, air, and water) during a 
national emergency, and considered a proposed plan for the utilization of 
public-warehouse space by all Government agencies having material require- 
ments for such space. 

3. Regional mobilization committee program.—During the period under con- 
sideration the Commission designated, at the request of the Office of Defense 
Mobilization, certain selected field personnel of the Bureau of Safety and 
Service and the Bureau of Motor Carriers to represent the Commission onthe 
regional mobilization committees in the 10 mobilization regions established by 
ODM throughout the continental United States to accomplish regional coordina- 
tion of Federal agency mobilization activities. At the same time the desig- 
nated field personnel were provided with a list of essential wartime functions 
of the Commission they are expected to perform in their respective regions 
under certain contingencies in the event of a war-caused emergency. At the 
direction of ODM, instructions were issued to these field agents to initiate a 
survey for the selection of suitable relocation sites from which Commission 
operations can be conducted during national exercises or in an actual emer- 
gency. This survey is actively in process. A delegation of authority, to enable 
the designated field agents in time of civil-defense emergency to take whatever 
action is necessary in their respective regions in the event communications are 
seriously disrupted or the Commission is immobilized, was issued by the Com- 
missioner on April 2, 1956. 

4. Supply-requirements study.—The study made by the transport mobilization 
staff of the Commission of requirements of domestic transport, storage, and port 
industries with respect to new construction of fixed-site facilities during each 
year of a postulated 3-year period of full mobilization was completed during 
the period covered by this report. Six estimates were submitted to the Office 
of Defense Mobilization as a result of the study, that is, estimates for separate 
programs for railroads, street and highway carriers, inland waterways carriers 
(including the Great Lakes), warehousing and storage, and port facilities, and 
an overall estimate covering the combined program. These estimates are in 
terms of the probable annual dollar volume expenditures and the annual mobili- 
zation requirements for controlled materials, Estimates of the quarterly mobili- 
zation requirements for controlled materials, and full mobilization requirements 
for controlled materials by shape and form were also furnished to ODM by the 
transport mobilization staff. 

5. Facilities protection board.—On May 25, 1956, the Director of the Office of 
Defense Mobilization requested the Commissioner to designate a member of his 
staff to serve on the Facilities Protection Board, the membership of which is 
made up of representatives of the Departments of Defense, Interior, Agriculture, 
Commerce, and Labor, the Atomic Energy Commission, General Services Admin- 
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istration, and the Federal Civil Defense Administration. The Board is chair- 
manned by a representative of ODM. The Chief of Mobilization Planning of 
the transport mobilization staff was designated to serve as the Commissioner’s 
representative. The Facilities Protection Board assists and advises the Di- 
rector of ODM in carrying out the functions vested in him by Executive Orders 
10421 and 10438, “providing for the physical security of facilities important to 
the national defense.’ Such advice and assistance includes but is not limited 
to: (i) policies and programs governing the activities of Federal agencies with 
respect to the physical security of facilities; (ii) the development and promul- 
gation of standards for physical security to be applicable to the facilities; (iii) 
the assignment of rated facilities to departments and agencies for performance 
of the functions outlined in section 3 (b) (8) of Executive Order 10421; and 
(iv) such other matters pertaining to physical security of Government owned 
and privately owned facilities as the Director may deem necessary. 

6. National defense executive reserve.—On February 15, 1956, the President 
issued Executive Order 10660 providing for the establishment of a national 
defense executive reserve to be composed of persons selected and trained for 
employment in executive positions in the Federal Government during periods 
of emergency. The creation of a civilian reserve of this kind was authorized by 
section 8 of the Defense Production Act amendments of 1955. On February 
23, 1956, the Director of the Office of Defense Mobilization paved the way for 
Federal agencies having essential wartime functions to begin recruiting for 
executive reservists by issuing Defense Mobilization Order I-21. This order 
set forth the standards to be observed by the agencies authorized by the Di- 
rector of ODM to form units of the reserve within their organizations. The 
Commission was authorized to form such a unit and instituted a study regarding 
the organization, size, composition, representation, training, and fiscal prob- 
lems associated with the establishment of an executive reserve unit in the 
Commission. Upon invitation of ODM, a member of the transport mobilization 
staff was designated by the Commission to serve as a member of the ODM 
Interagency Advisory Committee on the National Defense Executive Reserve. 

7. National readiness exercises.—Operation Alert 1956, a national training 
exercise sponsored by Federal Civil Defense Administration and the Office of 
Defense Mobilization and conducted July 20-26, 1956, was participated in by 
the Commission at its national relocation site and in the field through repre- 
sentatives present at the relocation sites of the 10 ODM regional mobilization 
committees and at the 7 regional! offices of the Federal Civil Defense Adminis- 
tration. Participation in the exercise was greatly facilitated by advance 
preparations made by the transport mobilization staff of the Commission. 
These measures include the issuance of a manual of operations for emergency 
relocation site activities, a delegation of authority to the representatives of 
the Commission on the 10 ODM regional mobilization committees, the prepara- 
tion of 12 nationwide exercise orders, and the sending of a small task force to 
the national relocation site 5 days in advance of the exercise to test com- 
munication facilities during the interim period and to otherwise prepare the 
site for operation. Earlier in the year—during January 1956—a test was 
conducted at the relocation site in coordination with the Department of the 
Interior and the Department of Agriculture for the purpose of determining 
the adequacy of (a) internal arrangements at the site, (b) equipment, (c) oper- 
ator training, (d@) communications procedures, and (e€) communications with 
the national relocation site of the Office of Defense Mobilization. As a result 
of this earlier test, substantial progress was made in improving the operational 
eapabilities of the Commission’s relocation site organization. 

8. Bomb damage assessment program and center.—In cooperation with the 
Department of Defense, the Federal Civil Defense Administration and other 
Government agencies, the Office of Defense Mobilization is operating a damage 
assessment center. Extensive factual data are collected in the center on all 
facilities in the United States which are vital to national survival or to the 
prosecution of war and which are subject to damage from enemy attack. These 
facilities include transportation, storage, and port facilities. The Commission, 
at the request of the Director of ODM, is cooperating with the Army Corps of 
Engineers in providing the damage assessment center, on a continuing basis, data 
on ports and inland waterways essential to the assessment of damage from enemy 
action. The Commission is also cooperating with ODM in the operation of the 
damage assessment center at its relocation site during national training exercises, 
such as Operation Alert 1956. 
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9. Emergency operations conference.—Upon invitation, a member of the trans- 
port mobilization staff of the Commissioner attended the emergency operations 
conference held by the Federal Civil Defense Administration at Battle Creek, 
Mich., January 16-17, 1956. Subsequently, this member collaborated with FCDA 
in the drafting of a “Transportation Guide for Test Exercise Purposes Only, 
Including Simulated Orders”. This guide was used in connection with Operation 
Alert 1956. 


Ill SUMMARY OF STANDBY PROGRAMS DESIGNED TO MEET ANY FUTURE EMERGENCY 


Standby programs, policies, orders, regulations, and procedures that would 
be required for full mobilization controls in any type of emergency have been 
developed for each of the segments of domestic transport, storage, and port areas 
subject to the Commission’s jurisdiction. All of these programs have been 
developed upon the basic concept that the domestic transport, storage, and port 
industries would operate their own facilities; that industry should be given 
every opportunity to effect necessary controls by voluntary action, prior to any 
imposition of Government orders or regulations; that Government orders or reg- 
ulations would be issued only when the voluntary actions proved insufficient 
or when such orders or regulations would be necessary to protect the industry 
or required to give legality to its voluntary actions; and that the plans would 
be sufficiently flexible to allow progressive applications in varying stages depend- 
ing upon the degree of the emergency, rather than jump from a peacetime 
operation directly to a full wartime operation. 

The Commission’s standby programs include measures and procedures with 
respect to both regulatory and claimant functions of the Commission or a war- 
time transport agency. The programs cover (dad) Traffic movement, (6) 
conservation, (c) storage, (d@) facilities, equipment, materials, allocation, and 
rationing, and (e€) manpower. The regulatory programs contemplate close 
cooperation by any wartime transport organization that may be established with 
the Interstate Commerce Commission in the promulgation of orders or regula- 
tions affecting those carriers with respect to which the Commission has authority. 
All of the programs envisage that the field force needed to administer policies, 
orders, and regulations will be built around the existing field offices and personnel 
of the Interstate Commerce Commission. This technique was followed by the 
Defense Transport Administration from its creation in October 1950 and proved 
effective, economical, and highly acceptable to the industries involved. 


IV. CHANGES IN ORGANIZATION DURING THE PAST YEAR 


On September 1, 1955, the transport mobilization staff, which assists the 
Commissioner in charge in administering and performing the functions delegated 
to him under the Defense Production Act of 1950, as amended, consisted of 12 
classified employees divided into 2 groups—one concerned with mobilization 
and readiness planning; the other with tax amortization; and 10 consultants 
(5 WAE and 5 WOC). On August 31, 1956, the staff consisted of 7 classified 
employees—all concerned primarily with mobilization and readiness planning. 
The overall number of consultants remained at 10 during the year covered by 
this report but the consist changed to 4 WAE and 6 WOC. 


DEPARTMENT OF AGRICULTURE 


DEPARTMENT OF DEFENSE, 


Washington, D. C., September 138, 1956. 
Hon. Pau Brown, 


Chairman, Joint Committee on Defense Production, 
Congress of the United States. 


DEAR CONGRESSMAN Brown: It is a pleasure to submit to you, in accordance 
with your request of August 3, the annual report of the defense activities of the 
Department of Agriculture covering the period September 1955—September 1956. 

We have endeavored to cover all of the points outlined in your letter. In 
order that your committee may have a complete and comprehensive report of 
all of the Department’s defense mobilization planning and programs, we have 
organized our report this year around the assignments of responsibilities to the 
Department contained in Defense Mobilization Order I-9. Many of these 
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assignments stem directly or indirectly from the Defense Production Act of 1950, 
as amended, and Executive Order 10480, but also include defense preparedness 
programs carried out under related legislation. 

Sincerely, 


TruE D. Morse, Acting Secretary. 
AGRICULTURE’S DEFENSE ACTIVITIES, SEPTEMBER 1955-SEPTEMBER 1956 
I. PROGRAMS AND AUTHORITIES 


1. Defense mobilization programs of the United States Department of Agriculture 


The following defense programs were conducted by the Department of Agri- 
culture during the year under authority of the Defense Production Act, as 
amended, and related defense legislation : 

A. Periodic evaluation of estimated requirements (including military, export 
and civilian) and supplies of food (including probable imports) as defined by 
Executive Order 10480, together with estimated requirements for supporting 
nonfood materials and facilities for the current period and for full mobilization. 

B. Current activities relating to the expansion of productive capacity and 
supply ; recommendations on expansion goals and programs needed to overcome 
deficiencies in the mobilization base; and on requests for rapid tax amortization 
and loans and procurement contracts. 

C. Cooperation with other agencies in correcting deficiencies in food processing 
or distribution capacity or the capacity of supporting industries; consideration 
of mobilization requirements in planning and carrying out regular programs of 
the United States Department of Agriculture. 

D. The development of standby controls relating to food allocation and distri- 
bution and the domestic distribution of farm equipment and commercial fertilizer 
designed to insure rapid and orderly conversion to meet needs arising from full 
mobilization or full mobilization with atomic attack; cooperation with the Office 
of Defense Mobilization and other appropriate agencies in planning other distri- 
bution controls applicable to food requisites. 

E. Cooperation with the Office of Defense Mobilization in developing stabili- 
zation measures for food which would be suitable in the event of full mobilization 
or full mobilization with atomic attack. 

F. Cooperation with the Department of Labor and other agencies to insure 
the availability of manpower needed to carry out food programs currently and 
in full mobilization. 

G. Assistance to the Office of Defense Mobilization in formulating plans for 
stockpiling critical and strategic materials and, to the extent necessary, in 
the acquisition of such materials and the expansion of domestic sources of 
supply. 

H, Guidance and leadership in the development of plans and programs to 
insure continuity of operation of vital food facilities in the event of attack. 

I. Development and maintenance of plans to insure the continuity of the 
essential functions of the Department in event of attack on the United States. 

Other defense-related programs carried on by the Department during the 
year or in which the Department actively participated, included the test exercises 
conducted by the Office of Defense Mobilization and the Federal Civil Defense 
Administration to test the capability of coping with problems arising from a 
hypothetical enemy attack upon the United States. 


2. Authorities 


The authorities under which the Department conducted its defense programs 
during the year remained primarily unchanged. These include the Defense 
Production Act of 1950 as amended, together with Executive Order 10480; the 
National! Security Act of 1947; the Strategic and Critical Materials Stockpiling 
Act of 1946; the Universal Military Training and Service Act and the Reserve 
Forces Act of 1955. 

Under the foregoing legislation and various amendments, defense mobilization 
responsibilities as they relate to food’ have been assigned to the Department 
by the Director of Defense Mobilization through Defense Mobilization Order 
I-9 of February 25, 1954. This order—incorporating prior delegations relating 


1 Defined broadly to include all commodities or products capable of being consumed by 
humans or animals, as well as fats and oiJs, naval stores, tobacco, wool, mohair, cotton, 
hemp, and flax fiber, until they lose their identity as agricultural commodities. 
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to defense planning and preparedness to the Secretary of Agriculture by the 
Office of Defense Mobilization *—made nine general assignments to the Depart- 
ment. These assignments are reflected in the list of current defense programs 
of the Department in the first paragraph of this report. Accordingly, the re- 
port is organized around the assignments in DMO I-9. 


Il. SUMMARY OF DEFENSE ACTIVITIES CARRIED OUT UNDER DMO 1-9 


A. PERIODIC EVALUATION OF ESTIMATED REQUIREMENTS (INCLUDING MILITARY, Ex- 
PORT AND CIVILIAN) AND SUPPLIES OF FOOD (INCLUDING PROBABLE IMPORTS) AS 
DEFINED BY EXECUTIVE ORDER 10480, TOGETHER WITH ESTIMATED REQUIREMENTS FOR 
SUPPORTING NONFOOD MATERIALS AND FACILITIES FOR CURRENT PERIOD AND FOR 
FULL MOBILIZATION 


1. Requirements and supply estimates relating to food 


The Department has continued its evaluation of current requirements and 
supplies of various food commodities, together with related factors such as crop 
acreage, yields, cattle numbers and prices. Data have been brought up to date 
in summarized form showing the latest estimates of production and disposition 
of all the principal farm products. Supply requirement projections have been 
made for most of these items through the 1956-57 marketing year, and these 
projections are utilized in the preparation of estimated supplies and require- 
ments under mobilization conditions. 

Special requirements and supply analyses were made for some individual 
commodities, including meat, wool, naval stores, sugar, and some of the oils. 
These analyses related to the current period and, in some cases, to full 
mobilization. 

Special analyses relating to area requirements and supplies of food under 
emergency conditions were continued. The preliminary analysis of food con- 
sumption and sources of supply in the nine Northeastern States was completed 
during the year. Separate data for the New England States were included. 
This survey shows that in-shipments of food constitute nearly half of the total 
food supply in New England, while in the Northeast local supplies of most im- 
portant food items would be exhausted within a few days if in-shipments were 
prevented by a national emergency. The most serious shortages would occur 
in the early spring months. Subsistence could be maintained for several weeks 
without inshipments but would require major increases in consumption of items 
in good supply, such as grain, potatoes, fish, poultry, and lard. 

Further studies are in progress of the seasonal variations in supplies of food 
in other areas and for the United States as a whole. This information would be 
useful in an emergency to determine the urgency of reestablishing food move- 
ments where emergency conditions might have prevented normal movement. 

The Department has devoted specific attention to the development of a stand- 
ard yardstick for measuring civilian food requirements under conditions resulting 
from nuclear attack on the United States. It is planned to base this yardstick on 
a minimum adequate nutrition level in line with historical consumption pattern 
supplemented by a series of alternate requirements based on varying assump- 
tions as to food supply and population. 

A study was completed of essential imports of agricultural products requiring 
ocean shipping in wartime. The analysis covered both tonnage by type of 
products and exporting areas. 

At the request of ODM the Department is cooperating in an analysis of the 
composition of the gross national product under (a) full mobilization conditions 
and (0) under conditions of nuclear attack upon this country. This is a 
revision or “second round” governmentwide requirements-supply study completed 
in 1953, covering a period of full mobilization but which did not assume attack 
upon the United States. Projections have been prepared indicating probable 
United States supplies of the principal farm products during a 3-year mobilization 
period. Amounts of food which would be available for civilian consumption have 
been estimated on the basis of assumed volumes to be taken by the military and 
other claimants. Estimates were made of the probable volume of food to be 
included in that portion of the national income that bas been allocated to con- 
sumer nondurables by ODM; determining if such a figure would be consistent 





2? Prior delegations under the Defense Production Act and Executive Order 10480 include 
DMO I-4—Agency Responsibility in Conspieting and Maintaining the Mobilization Base, 
DMO I-7—Delegation of Authority to Certain 
nation of Supply and Requirements Agencies. 


fficers and Agencies, DMO VII-5—Desig- 
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with the need for food; and determining agriculture’s capacity to produce under 
such conditions. 


2. Requirements and supply estimates for nonfood materials and facilities 


As in the case of food, USDA continued its evaluation of the supply and require- 
ments for nonfood materials and facilities needed for food production and dis- 
tribution and cooperated with other Government agencies in developing require- 
ments both for the current period and under conditions of partial or full 
mobilization. 

Farm, machinery and operating supplies.—During the year, new and current 
information with respect to supply and requirements has been incorporated in 
data previously developed covering farm machinery and equipment, petroleum 
fuels, rubber and rubber products, iron, steel and steel mill products, nonferrous 
materials, and building materials. These supply requirements data reflect cur- 
rent changes in usage by agriculture and changes in production and distribution 
in the various areas where agriculture is the primary consumer. 

Work was continued on the interdependence of manufacturing plants in the 
farm machinery industry for the supply of component parts which are incorpor- 
ated into complete items of farm machinery and equipment. Since the test study 
was initiated, the Department of Commerce has enlarged the study to include 
areas other than farm machinery. Information developed as a result of this 
study would be extremely useful in the event of attack upon the United States 
where direct damage might not be involved in production facilities of certain 
plants but might be inflicted on facilities manufacturing component parts. 

Department representatives cooperated with the Department of Comnierce in 
revising reporting schedules for the collection of data and statistics on production, 
distribution and export of nonfood materials. 

Considerable time was spent with other agencies of Government and represen- 
tatives of industry in establishing the different horsepower sizes of new crawler 
tractors into class groups. The old groupings by size were considered and 
adjustments made in order to arrive at new classifications. This work is nearing 
completion at the present time. The arrangement in sizes is basic to the Depart- 
ment’s mobilization planning insofar as requirements work and emergency 
distribution controls are concerned. 

Requirements of steel hay bale ties and automatic baler wire for 1956 were 
developed based on a study of available information from industry and Govern- 
ment sources. Likewise, requirements for steel cotton bale ties for 1956 were 
established and were presented to the Department of Commerce. Close liaison 
is being maintained to insure that domestic producers schedule production high 
enough to insure orderly harvesting of this year’s cotton crop. 

Steel requirements for two Government grain bin programs were developed and 
presented to the Department of Commerce. Through the cooperation of manu- 
facturers of the type of steel required for grain bins, the Department of Commerce 
was able to insure a sufficient tonnage of steel to fulfill their contracts. 

A special study was made of hard fiber twines used for harvesting grain, hay, 
and forage, since supply problems have arisen in past emergencies due to shortages 
of hard fiber, most of which must be imported. These twines are of major impor- 
tance to agriculture since farm use constitutes approximately two-thirds of the 
total hard fiber cordage and twine used annually in the United States. While 
studies undertaken by the Department have not revealed deficiencies in production 
capacity, it is reported that increasing imports of twine and cordage from foreign 
nranufacturers have made sharp inroads in sales of domestically produced twine, 
and that the domestic industry has requested ODM for relief under the Trade 
Agreements Act. 

Food processing and containers.—A study was completed, based on the census 
of manufactures, of the current fuel requirements of food processing facilities, 
The study was based on the normal fuel use of such facilities. In addition, 
valuable information consisting of the average of the range of fuels and energy 
consumed per man-month and per 1,000 pounds of crude oil produced was 
summarized from the 1954 census of manufactures. This will make it possible 
to estimate requirements for both fuels and energy in an emergency period for 
each of the various types of food facilities or to screen requirements submitted 
by processors. There are some food processing operations, however, for which 
the Bureau of the Census does not obtain reports on consumption of fuels and 
energy, such as grain elevators and cotton gins. Such information was ob- 
tained from the Farmer Cooperative Service as a standby measure which also 


ean be used as a basis for estimating minimum requirements for these facilities 
in an emergency. 
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During the year work was initiated on developing a better method for 
determining requirements for food processing machinery, equipment, supplies 
and other requisites and processing plant facilities in the event of an attack 
upon the United States. Meetings were held within the Department and with 
other Government agencies, as well as with representatives of the food in- 
dustry, to develop procedures and methods for obtaining data on existing 
facilities. Some progress has been made toward the organization of this work 
which should move forward for at least several test areas in the near future. 

The studies and analyses of food container and packaging materials supply- 
requirements which were initiated in previous years were continued through- 
out the year. These studies consist of the development and evaluation of 
current requirements data in the light of changes in the pattern of use brought 
about by product research and development by the containers and packaging 
industry, improvements and developments in food processing methods and 
machinery and changes in marketing methods. All of these factors influence 
the trend in use and requirements of base container material as related to the 
food packed. 

Fertilizer and pesticides.—The Fertilizer Situation for 1955-56 was published 
in September 1955, the 18th in a series of annual reports by the Department. 
In April 1956, a supplemental report was issued showing revised estimates 
of the supply of fertilizer materials. 

Following the publication in mid-December 1955 of preliminary results of the 
1954 Census of Agriculture, a compilation and analysis of the census data on 
fertilizers was made and published by regions and crops. These data are of 
great value in defense planning with regard to the distribution of fertilizer. 
‘he Pesticide Situation for 1955-56 was published in April 1956. It was 
estimated that minimum requirements of 16 major pesticidal chemicals amount 
to approximately 200 million pounds and might go as high as 250 million, de- 
pending upon conditions of infestation. 

The Department cooperated actively during the year with the National 
Agricultural Chemicals Association with respect to industry reports. Assist- 
ance is being given to the association in a review of such information to the 
end that the industry will thus be better informed as to the availability of 
useful data, and will be encouraged to continue and extend its reporting of 
chemical data to Government collecting agencies. 

Gross national product study—-Controlled materials requirements for on- 
farm construction, for which the Department is direct claimant, were de- 
veloped for the second round GNP study. Likewise, requirements data were 
submitted to ODM covering food processing and wholesale distribution facilities 
during an assumed 3-year mobilization period. In addition, requirements of 
farm machinery and equipment for the GNP study were developed by the 
Department and informally submitted to the Department of Commerce. This 
requirements study was initially made on the basis of unit needs and converted 
into overall dollar requirements. 

Forest Service and Rural Electrification Administration—USDA’s Forest 
Service has continued the collection of information on forest resources and 
timber industries in the United States. This will provide basie information 
which would be useful for emergency timber production programs. 

The Department's REA completed the second annual survey of electric 
borrowers’ construction plans and loan fund requirements. The data developed 
from the survey included the amounts of money required for each category of 
construction. The third annual survey currently is underway and will be 
completed in October 1956. 

Since this information is not always available elsewhere, attached to this 
report is a summary of the supply-demand situation for nonfood materials, 
facilities and manpower used on the farm and by the food industry for the 
period covered by this report (exhibit 1). 


B. CURRENT ACTIVITIES RELATING TO THE EXPANSION OF PRODUCTIVE CAPACITY AND 
SUPPLY; RECOMMENDATIONS ON EXPANSION GOALS AND PROGRAMS NEEDED TO 
OVERCOME DEFICIENCIES IN THE MOBILIZATION BASE; AND ON REQUESTS FOR RAPID 
TAX AMORTIZATION AND LOANS AND PROCUREMENT CONTRACTS 


1. Food production programing and special production-procurement programs 
(a) Castor beans.—During the year the Commodity Credit Corporation sold 

approximately 10 million pounds of castor oil for industrial use, which closes 

out CCC’s inventory of castor oil. The oil was acquired under the 1953 produc- 
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tion and procurement program which was designed to supply possible additional 
stockpile needs for national defense. 

The ODM has authorized a castor bean seed and castor bean machinery stock- 
pile for use in case of emergency. The purpose of the program is to increase the 
supply of foundation castor bean seed of high viability for use in rotating castor 
bean seed now in the national stockpile. Under the program, approximately 
500 pounds of the improved variety Cimarron seed was purchased by CCC and is 
eurrently under production by the Texas A. and M. College. The production 
from this foundation seed will be used for stockpile rotation. 

(b) Eatra long staple cotton—CCC holds for the Secretary’s account approxi- 
mately 16,500 bales of extra long staple cotton acquired from the 1952 crop under 
the Defense Production Act of 1950. This cotton has been available for sale 


since 1954, and approximately 13,500 bales have been sold from the original 
inventory of about 30,000 bales. 


2. Expansion of production capacity and supply 


The productive capacity of the food industry in the United States is generally 
adequate and there are no current expansion goals. Whenever the review of 
food requirements and supplies suggests the possibility of shortages under war- 
time conditions, action may be taken as it was in the case of castor beans and 
extra long staple cotton, to expand domestic productivie capacity. Although 
these production programs are not active currently, with the exception of the 
program to provide castor bean seed, the experience has placed the Department 
> a position to expand such production quickly if the need should arise in the 
uture. 


During the year the Department received no new applications for rapid tax 
amortization or defense loans for food or food facilities. 


C. COOPERATION WITH OTHER AGENCIES IN CORRECTING DEFICIENCIES IN FOOD PROC- 
ESSING OR DISTRIBUTION CAPACITY OR THE CAPACITY OF SUPPORTING INDUSTRIES ; 
CONSIDERATION OF MOBILIZATION REQUIREMENTS IN PLANNING AND CARRYING OUT 
REGULAR PROGRAMS OF THE UNITED STATES DEPARTMENT OF AGRICULTURE. 


1. Cooperation with other departments and agencies 


The ability of the Department to discharge its food responsibilities depends to 
a considerable extent on the availability of related nonfood materials which 
are produced under the jurisdiction of other departments and agencies. Where 
the review of requirements for nonfood materials and facilities reveals a potential 
problem, either currently or under wartime conditions, these problems are brought 
to the attention of the appropriate department or agency. Of particular impor- 
tance in the immediate postattack period would be electric power, fuel and 
transportation. Without these items it would be difficult to produce and distribute 
necessary food supplies. 

The Department is working with the appropriate agencies with respect to 
these problems. USDA is cooperating with the Department of Commerce in 
determining shapes and forms and kinds of materials necessary to produce the 
end item requirements presented to that agency as a part of the GNP study. 


2. Consideration of mobilization requirements in regular programs of the 
Department 


With small adaption many of the programs of the Department lend themselves 
readily to use in a wartime emergency. At the present time many of these 
programs contribute significantly to defense planning. 

Secretary’s memorandum No. 1376 directs that defense mobilization and civil 
defense planning “should be given equal importance with the regular continuing 
programs of the respective services’ and asks that “surveys and research now 


in progress and being planned should include, where feasible, provision for 
analysis of the defense aspects of the project.” 


D. DEVELOPMENT OF STANDBY CONTROLS TO INSURE RAPID AND ORDERLY CONVERSION 
TO FULL MOBILIZATION, OR FULL MOBILIZATION WITH ATOMIC ATTACK; COOPER- 


ATION WITH OTHER AGENCIES IN PLANNING OTHER DISTRIBUTION CONTROLS 
APPLICABLE TO FOOD REQUISITES 


1. Standby measurers relating to food 


At the request of ODM the Department submitted the proposed food sections 
of plan D-minus, which covers actions with respect to food which the Depart- 
ment would be prepared to take immediately in event of all-out war with attack 
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upon the United States with nuclear weapons. In addition, the Department 
submitted to ODM a food section for plan C based on the assumption of full 
mobilization without attack on continental United States. 

Plan D-minus was tested in Operation Alert 1956 and refinements based on 
experience in this exercise are now being made. Further refinements on plan 
© are also underway. Plan C and plan D-minus for food were reviewed for- 
mally during the year by top personnel of the Department. 

The last remaining defense food orders (DFO 2, Processed Fruits and Vege- 
tables : Set-Aside Requirements, and DFO 4, Regulations Governing Filing of and 
Actions on Petitions for Relief from Hardship and other Adjustments and Bx- 
ceptions and Appeals), were terminated effective December 1, 1955, since they 
were inactive. These orders were in effect during the Korean period. 

Substantial progress has been made in drafting standby food orders which 
would be available for use in an emergency. A standby defense regulation 
entitled, “Regulations Governing the Filing of and Actions on Petitions for 
Relief from Hardship and Other Adjustments and Exceptions and Appeals’ was 
approved by the Under Secretary and the final version placed in the defense 
files, both in Washington and at USDA’s National Relocation Center, 

A standby food requisitioning order was developed, reviewed by all divisions 
of the Agricultural Marketing and Commodity Stabilization Services of the 
Department, and revised in accordance with the recommendations of these 
agencies. A standby defense regulation describing the “Basic Rules of the 
Priority System” similarly was developed and reviewed by the interested agen- 
cies of the Department. Copies of both of these regulations are included in 
the defense files in Washington and at the relocation center. 

Several standby orders relating to sugar consumption and distribution have 
been drafted and submitted to the General Counsel for review and suggestions, 

In addition, tentative standby defense orders were developed relating to food 
inventories and antihoarding of food. 

Standby defense orders were tested under the assumed conditions of Operation 
Alert 1956. These orders will be reviewed by the Office of the General Counsel 
in the near future and incorporated in the defense mobilization files. 

A new standby procedure has been developed for production goals under 
emergency conditions and will be included in the defense files; Bmergency 
goals for some individual commodities have been developed. As an example, 
planning was continued on emergency tobacco production goals and the action 
to achieve such gvals. 

Within the framework of current productive and processing capacity, alter- 
nate plans for stimulating naval stores output have been developed. 


2. Standby measures relating to nonfood requisites 


Some standby measures relating to nonfood requisites have been drafted to 
carry out the responsibilities of the Department of Agriculture for the domestic 
distribution of farm equipment and commercial fertilizer. 

During the year, the Department’s Rural Elctrification Administration com- 
pleted emergency loan procedures for the electric and telephone programs for 
use under full mobilization or attack conditions, Legal documents for both 
programs were developed as an integral part of the procedures. These pro- 
cedures were tested during the recent test exercise and found to be adequate. 
A procedure was developed also for handling loans collection and accounting 
during an emergency period. 


E. COOPERATION WITH THE OFFICE OF DEFENSE MOBILIZATION IN DEVELOPING STA- 
BILIZATION MEASURES FOR FOOD WHICH WOULD BE SUITABLE IN THE EVENT OF FULL 
MOBILIZATION OR FULL MOBILIZATION WITH ATOMIC ATTACK 


The Department has continued to develop background data and statistics which 
would be useful in dealing both with direct and indirect measures which might be 
undertaken as a means of stabilizing prices and reducing inflationary pressures 
on agricultural commodities during full mobilization or in premobilization periods. 
While direct price controls normally are associated with overall monetary and 
fiscal policies of the United States, wartime programs designed to increase food 
supplies and insure their proper distribution would also help to reduce inflationary 
pressures, These would include, for example, efforts of the Department of Agri- 
culture in time of short supply to stimulate increased food production, to promote 


and encourage the efficient utilization of food and feed, and to coordinate 
Government food procurement. 
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¥. COOPERATION WITH THE DEPARTMENT OF LABOR AND OTHER AGENCIES TO INSURE 
THE AVAILABILITY OF MANPOWER NEEDED TE CARRY OUT FOOD PROGRAMS CUR- 
RENTLY AND IN FULL MOBILIZATION 


Plans were completed for carrying out the requirements of section 208 (k) of 
the Reserve Forces Act of 1955 to provide a system of continuous screening of 
units of the Ready Reserve to insure that “(3) Members of the Reserve forces 
possessing critical civilian skills will not be retained in numbers beyond the re- 
quirements for those skills except for persons who have military skills for which 
there is an overriding requirement.” This Department cooperated closely with 
the Department of Defense in developing procedures to assure full consideration 
of servicemen employed in agriculture. Agricultural stabilization and conserva- 
tion county committees were instructed to provide production and employment in- 
formation relating to such servicemen, when requested, for use by commanders 
of Reserve units in the screening of Ready Reserve servicemen. Appropriate 
instructions were issued to ASC State committees to assure such cooperation by 
county committees. 

The Department also cooperated closely with the President’s Committee on 
Migratory Labor in the development of a proposed transportation code for use 
as a guide to the respective States in the establishment of regulations governing 
the intrastate movement of migrant farmworkers by privately owned vehicles. 
Copies of this proposed transportation code have been furnished to ASC State 
committees for their information and guidance. Some States have distributed 
copies to county ASC committees in counties using considerable numbers of 
migrant workers. 

The President’s Committee has also developed a suggested set of regulations 
governing the construction, operation, and maintenance of farm labor camps for 
use and guidance of those States that wish to consider such regulations. Copies 
of these proposed regulations have also been sent to State ASC committees for 
their information and guidance. The President’s Committee in various other 
ways is promoting better working and living conditions for migrant workers 
throughout the country. Representatives of this Department are actively par- 
ticipating in these efforts by serving on the overall work committee and many 
ad hoc subcommittees. 

At the request of the President’s Committee on Migratory Labor reconnaissance 
studies are being made by USDA's Agricultural Research Service in four areas to 
develop estimates of seasonal farm labor needs in 1960. Fieldwork has been 
completed in one of these areas—the fruit and truck crop area in the south- 
western part of Michigan. Particular attention is being given to potential impact 
of mechanization on demand for seasonal workers, Consideration is also being 
given to trends in production and interregional competition. 

As time permits, work is continuing on the review of the Interim Standby 
List of Essential Activities and Critical Occupations. This review is being made 
by a technical subcommittee on which this Department is represented. 

The Department continues to work closely with the various manpower agencies, 
especially the Office of Defense Mobilization Manpower Policy Committee, the 
Defense Department, the Selective Service System, and the Department of Labor. 
These agencies are furnished with current information relating to planting and 
production intentions, acreages, crop conditions, estimated man-hour labor re- 
quirements and such other information as is useful in developing and carrying 
out manpower guidance and recruitment programs. 

Representatives of the Department’s Commodity Stabilization Service and Agri- 
cultural Research Service attended the annual Farm Labor Conference held in 
San Antonio, Tex., in February, at which time plans for supplying needed labor 
during the coming crop season were discussed in considerable detail. Increased 
emphasis was focused on extension of day-haul programs, developing employment 
opportunities in agriculture for urban teen-age youth and refinement of the 
annual work plan for migrant workers. This conference was attended by regional 
and State farm placement personnel and representatives from Canada, Mexico, 
and Puerto Rico also participated in the deliberations. 

The continued improvement in the method of selection of men for the military 
services, more effective recruitment, guidance and placement of farm workers 
and the improvement of transportation and housing facilities for seasonal farm 
workers is not only desirable under current employment conditions but will be 
of utmost importance if full mobilization becomes necessary. 

During the year the Department’s Agricultural Research Service continued 
its annual activities of estimating labor requirements in agriculture in the 
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United States arid in the measurement and analysis of labor productivity and 
labor efficiency in agriculture. These estimates were initiated at the request 
of the Farm Placement Service of the Department of Labor as an aid in overall 
planning of their program for recruitment and placement of farmworkers. 
Estimates for 1955 indicate that man-hours of farm work have been reduced by 
more than 25 percent from the pre-World War II average, for crop work about 
35 percent, and for livestock work about 15 percent. 

Work has continued on the study of employment, recruitment and placement 
of migratory farmworkers in New York State. A final report on wages, earn- 
ings, and employment will be published jointly by the cooperating agencies. 
New York will publish, separately, reports on health and education of migratory 
workers. Portions of this study are being used as a basis for planning public 
programs of health, education, and welfare in New York. 

Work is well underway on two studies of manpower utilization and availability 
in low-income areas. 

The survey of labor needs on sugar-beet farms in northern Colorado in relation 
to mechanization was continued during the year. 

Estimates of man-hour requirements for food production for 1956-58 have 
been developed. These estimates give due consideration to continuing advances 
in farm technology and their effect on the man-hours of labor required for the 
various farm operations. These estimates will be useful in developing man- 
power requirements in connection with the gross national product study and in 
developing other manpower projections. 

The following pertinent reports were issued during the year: 

Changes in Farm Production and Efficiency, July 1956; 

Labor for Farm Work 1955, September 1955—Revised February 1956; 

How Much Labor Is Used To Get $100 of Product? Agricultural Situation, 
February 1956; 

Labor Structure and Labor Problems, Utah Sheep Ranches, 1952-53; 

Tenure and Mechanization of the Cotton Harvest, Texas High Plains, 
Texas Agricultural Experiment Station, July 1955. 


G@. ASSISTANCE TO THE OFFICE OF DEFENSE MOBILIZATION IN FORMULATING PLANS 
FOR STOCKPILING CRITICAL AND STRATEGIC MATERIALS AND, TO THE EXTENT NECES- 
SARY, IN THE ACQUISITION OF SUCH MATERIALS AND THE EXPANSION OF DOMESTIC 
SOURCES OF SUPPLY 


The Department cooperates with ODM in carrying out its stockpiling re 
sponsibilities. Representation is provided on a number of ODM committees, 
including the Interdepartmental Materials Advisory Committee, the Interde- 
partmental Fibers Advisory Committee, the Interdepartmental Forest Products 
Advisory Committee, the Chemicals and Rubber Interdepartmental Advisory 
Committee, and other groups concerned with stockpile objectives, procurement 
policy, supporting programs and a wide variety of materials affecting the nature 
and operation of the stockpile program. Periodic reports were submitted to 
ODM for inclusion in the semiannual stockpile report to the Congress on the 
progress of production and research programs for strategic materials or substi- 
tutes therefor of agricultural origin. Information and data were furnished, 
relating to overall economic aspects of domestic and foreign requirements, and 
supplies and demand for strategic agricultural materials. These data are used 
by ODM committees in developing basic studies and initial recommendations on 
which the Interdepartmental Materials Advisory Committee bases its final 
recommendations to the Direetor of ODM. 

The Department, in cooperation with ODM and other agencies, is also con- 
ducting studies of the need for food stockpiling in addition to the national 
stockpile of strategic and critical materials. 

The Department continued its research and development programs on numer- 
ous strategic and critical materials of agricultural origin and substitutes therefor 
as directed by the Stock Piling Act. Following is a summary of these programs. 


1. Stockpile research and experimental programs on strategic raw materials 
of agricultural origin or potential substitutes 

(a) Chemicals.—Seed stockpiles are maintained for belladonna, digitalis, 
opium, and pyrethrum. 

A stockpile of belladonna seed sufficient to grow about 80 percent of the 
average annual requirement was maintained. 

Pursuant to a request from ODM, the Department obtained from plants 
grown during the past season a stockpile of digitalis seed suitable for planting 
a domestic crop in case of an emergency. 
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The opium poppy seed stockpile, together with the new method developed for 
extracting morphine from dry capsules, provides a basis for producing a sub- 
stantial portion of the national morphine requirement within 2 or 3 years after 
declaration of an emergency. 

A small amount of pyrethrum breeders’ seed is being maintained as basic 
stock but it not sufficient to start a significant commercial production on short 
notice in the United States, 

(6) Cordage Fibers.—Hemp was grown experimentally for 3 years in Wis- 
consin, where commercial production is centered, and for 4 years in western 
Kentucky and southeast Missouri, to test the feasibility of hemp production in 
these areas. Work on hemp as a strategic fiber crop is being discontinued and 
funds are being used to accelerate the research programs on phormium, san- 
sevieria, and kenaf. 

Small plots of the more promising new Sansevieria hybrids have been added 
to the field plantings where they will be tested under simulated commercial 
production practices. 

In a test on phormium fiber conducted by the Navy Department, the standard 
practice of using hard-fiber spinning for abaca and sisal was applied successfully 
to phormium. The test indicated that phormium processes readily by itself 
or in blends with abaca or sisal. Tests are in progress as to the suitability of 
phormium for extending the supply of hard-fiber cordage during critical short- 
ages. 

The breeding of kenaf strains which are resistant to colletotrichum tip blight 
is being continued. 

(c) Oils —The Department is conducting continuing research on possible 
substitutes for strategic oils based on the research programs of the Department 
and information obtained from industry sources. 

Preliminary but inconclusive research conducted by the Department indi- 
eates that simmondsia (commonly known as jojoba) is a highly promising sub- 
stitute for sperm oil. Simmondsia is an oil-bearing plant which at present 
grows wild but the feasibility of cultivating this plant has been demonstrated 
by plant breeders. The inconclusive research so far conducted on simmondsia 
indicates that further research on industrial utilization of simmondsia oil 
might provide markets for several hundred million pounds of oil not competitive 
with other domestic oils now in surplus supply. 

While no research is being conducted on substitutes for castor oil at present, 
since the stockpile of castor-bean seed would make it possible to produce large 
quantities of castor oil in the United States, breeding and testing of improved 
varieties of castor beans is being continued. The advances made during the 
past season are assisting in the stabilization of a new domestic crop and 
grower interest for increased acreage is active, with the prospect of consider- 
able increase in acreage this year. Work is continuing also on the specialized 
harvesting equipment needed for castor beans. 

Funds have been made available for the fiseal year 1957 for the initiation of a 
program of utilization research on castor beans. This research will include the 
following projects: (1) Development of processing methods for yielding a toxin- 
and allergen-free castor meals; (2) investigation of the reactivity of ricinoleic 
acid—the principal acid in castor oil—for the purpose of finding new market out- 
lets; and (3) development of new uses for castor oil through chemical modifica- 
tion. 

(d) Rubber.—The Department’s program on Hevea rubber terminated on June 
30, 1956. Activities in the Department with respect to Hevea rubber have been 
limited to a small project on the synthesis of the natural rubber in the rubber tree 
since the transfer of the foreign national rubber project to the International 
Cooperation Administration. Some important advances in the understanding of 
how natural plant products are synthesized are reported. For the first time, 
test-tube synthesis of natural rubber by enzymes in the absence of plant cells has 
been demonstrated. This demonstration of the enzymatic synthesis of rubber 
marks a great advance in the study of the mechanism of biosynthesis of an 
important natural product. 

With guayule the main emphasis has been on establishing the more promising 
breeding stock in permanent field plantings for maintenance or partial testing. 
The program is to be maintained on a standby basis for selection, improvement, 
and maintenance of better stock. 

(e) Tanning materials.—Fieldwork was continued on canaigre to obtain 
information on cultural practices including methods of establishing field stands. 
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Ten tons of high-quality extract from canaigre roots were prepared by the 
process developed by the Department's Agricultural Research Service. The 
extract was used to tan hides for sole leather in a commercial tannery, and in 
the manufacture of 1,900 pairs of shoes which are now being tested in field 
evaluation trials by the Quartermaster Corps. 

(f) Tewtiles—Extra-long-staple cotton.—Growers of extra-long-staple cotton 
in New Mexico and western Texas during 1956 followed Arizona's lead in shifting 
from Pima 32 to Pima S-1, the new American-Egyptian variety, to the extent that 
certified seed was available. 

Processing of Pima S—-1 has been evaluated in comparison with the imported 
Egyptian Karnak variety. It was found that the general processing performance 
of Pima S-1 was equal to that of the Karnak cotton, and that the yarns produced 
from Pima S-1 were of better appearance and uniformity than yarns produced 
from Egyptian Karnak. 

(9) Forest products—The USDA Forest Service has continued to cooperate 
with defense agencies in developing economic designs of crates, packages, and 
other containers. 

Newly started investigations aimed at development of a quality standard for 
the wood used in boxes and crates and other containers, which are being conducted 
by USDA Forest Service, would prove of very great inyportance should there 
again be need for procurement of huge quantities of goods in connection with 
military operations. 

Other research and development work carried on by the Forest Service 
includes—work on fire safety and methods of providing fire resistance and fire- 
retardant construction—investigations in the field of hydrogenation of 
wood products and fermentation studies show definitely that glycerin, the base 
of many modern explosives, together with other valuable chemicals, can be 
obtained from wood waste. 

(h) Research evaluation—The Committee on Research Evaluation, recently 
established within the Department of Agriculture, is expected to make a major 
contribution to the Department’s defense planning and programs. Defense 


aspects of all research projects being conducted by the Department will receive 
emphasis. 


2. Emergency food stockpiling 


In accordance with section 201 (b), title II of the Agricultural Act of 1956, the 
Department recently submitted to Congress a Preliminary Report and analysis 
of the Need for Strategic Steckpiling of Food in the United States and its Terri- 
tories and in Foreign Countries. A condensation of this report was also prepared 
and distributed to the members of the President’s Agricultural Advisory Com- 
mittee for their information and consideration. Members of the Department 
are continuing their review of the possible need for stockpiling and a more 
complete report to Congress will be prepared before the end of the year. A 
somewhat more comprehensive and corollary study on the need for emergency 
food stockpiling is being undertaken by an interagency committee chaired by 
the Director of the Office of Defense Mobilization. This report is being prepared 
at the request of the House Agriculture Committee. Members of the group 
working on the agricultural report are also assisting with the development of 
the latter report. This report gives greater attention to stockpiling outside 
continental United States than was called for by Public Law 540. 


8. Barter 


The barter program of the Department continued to make a substantial con- 
tribution to the national defense program through the exchange of surplus 
agricultural commodities for strategic and critical materials of foreign origin 
required for the national stockpile and through the acquisition of materials, 
goods, and equipment needed in foreign economic, military, and assistance 
programs for free countries. 

The barter program was carried out principally under authority of the Com- 
modity Credit Corporation’s Charter Act and the Agricultural Trade Development 
and Assistance Act of 1954. The Agricultural Act of 1956 is expected to result 
in a closer relationship between the barter program and stockpile activities. 
The act authorizes transfer of all strategic materials acquired through barter 
to the supplemental stockpile with reimbursement to CCC. 

There were 130 barter contracts negotiated from July 1, 1955, to June 30, 
1956, arranging for exchanges of agricultural commodities for strategic and criti- 
eal materials to the value of $294 million—as compared with 85 contracts for 
$260 million in fiscal year 1955. In addition, approximately $11 million in non- 
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strategic materials will be provided to meet the program needs of other Gov- 
ernment agencies. The principal commodities which the barter contractors will 
receive to an equivalent value and will export to friendly countries are expected 
to be wheat, corn, grain sorghums, barley, oats, rye, rice, and cotton. 

From July 1, 1955, through June 30, 1956, strategic materials delivered were 
valued at approximately $147 million, of which materials valued at approxi- 
mately $51 million were transferred to the national stockpile. The balance of 
the strategic materials delivered is being held in CCC’s inventories and will 
be transferred to the General Services Administration for stockpiling. 


4. Use of foreign currencies for stockpile acquisition and other purposes under 
Public Law'480 


Purchase of strategic and critical materials—Agreements entered into with 
importing countries for the sale of United States surplus agricultural commodi- 
ties under title I of Public Law 480 in some instances provide that a portion of 
the foreign currency be used for the purchase of strategic and critical materials. 
Through June 30, 1956, a total of $6.8 million was earmarked for this purpose. 
A contract has been signed with Brazil for the purchase of $2.8 million worth of 
“rare earth” for the supplemental stockpile. Some of the foreign currency 
earmarked for the payment of United States obligations abroad have been used 
for the purpose of strategic materials. The equivalent of $5.7 million in Argen- 
tina pesos was used for the purchase of tungsten for the strategic stockpile, and 
the equivalent of $1 million in Austrian schillings was used to purchase aluminum 
powder for the Armed Forces. , 

Military family housing.—As of June 30, 1956, the equivalent of $85.1 million 
was tentatively alocated for the purchase of construction of military family 
housing in Austria, Japan, Finland, Italy, Spain, and the United Kingdom. 

Common defense.—Through June 30, 1956, title I agreements signed with four 
countries—Korea, Iran, Pakistan, and Yugoslavia—provided that about $166 
million equivalent may be used to procure military equipment, materials, facilities, 
and services for the common defense. 


H. GUIDANCE AND LEADERSHIP IN THE DEVELOPMENT OF PLANS AND PROGRAMS TO 
INSURE CONTINUITY OF OPERATION OF VITAL FOOD FACILITIES IN THE EVENT OF 
ATTACK 


1. Facilities vulnerability studies 


Pursuant to the request from the Office of Defense Mobilization, the Depart- 
ment of Agriculture continued its analyses of the vulnerability of food facilities 
together with certain facilities of importance to food supplies in the United 
States in the event of nuclear attack. These analyses were initiated in 1954 
and reports submitted to ODM prior to the current year include: 


Grain shipping on the Great Lakes (report also forwarded to DTA) 

Cold-storage warehouses (report also forwarded to DTA) 

Milling facilities (wheat, corn, and rye flour) 

Rice milling facilities 

Corn-refining industry 

Meat industry (slaughtering and processing facilities) 

Poultry and eggs 

Cotton-ginning facilities 

Cotton linters pulp (used in production of explosives) 

Wool-storage facilities 

Dairy and dairy products industry 

Cane-sugar refining (mostly imported cane) 

Dextran industry (extender for blood plasma) 

Tobacco and tobacco-processing facilities 

Naval stores 

Cottonseed-processing facilities 

Soybean-processing facilities 

Frozen-food locker plants 
Studies on the following industries were completed and reports forwarded 

to ODM during the current year: 

Grain storage—summary of elevator storage, Government-owned CCC bins, 
mothball fleet, farm storage for corn and small grains 





1The barter activities reported cover the period from July 1, 1955, through June 30, 1956. 
Values for materials have been derived from operating records and are subject to future 
adjustment. 
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Frozen-food locker plants (supplementary report) 

Home freezers, stocks of food in 

Wool storage, carbonizing and scouring facilities 

raw cane-sugar mills (mostly for continental United States-produced cane) 

Beet-sugar miils 

Yeast, for baking 

Peanut-butter manufacturers 

Margarine industry 
Vulnerability studies which are nearing completion or in process include: 

Consolidated summary report of oilseed crushing and processing facilities for 
cottonseed, soybeans, flaxseed, castor beans, tung nuts, copra and miscel- 
laneous seeds. (This summary of oilseed-processing facilities replaces all 
previous reports for oilseed-processing facilities) 

Shortening and other cooking and edible fats and oils 

Dry corn milis 

Mixed feeds 

Fish stick producers 

Meat canners 

Poultry canners 

Egg breakers and driers ‘ 

Imported foods (coffee, tea, cocoa, spices, including pepper)—importers, proc- 
essors, and distributors 

Potato-starch facilities 

Citrus juices—frozen and regular 

Fruit and vegetable dehydration facilities 

Frozen-food locker plants—plant addresses in target areas 

Wholesale grocers 


These studies have revealed heavy concentration of many major food-proc- 
essing facilities in critical target areas, such as cane-sugar-refining industry, 
meat slaughterers, cold-storage warehouses, grain elevators, yeast manufactur- 
ers, wool-storage warehouses, oil-processing industries (including castor, flax- 
seed, and cottonseed oils as well as fats and oils tank-storage facilities) and 
numerous oticr facilities of somewhat lesser importance. 

In addition, quarterly analyses were initiated during the year showing vul- 
nerability of all major food stocks in commercial cold storage. It is not gen- 
erally recognized that high percentages of the national stocks of poultry, butter, 
meats and meat products, frozen fruits, vegetables, and juices held under re- 
frigeration are in public warehouse facilities which, in the main, are in 
metropolitan areas. 

To provide additional data which will assist in making determinations con- 
cerning food supplies which would have to be stored outside of terminal and 
concentration markets in the event of enemy action, statistical studies have 
been made to show for nouvulnerable areas the availability of space, capacity 
available, and level of food stocks in these locations. 

A detailed study was made during the year by the Department of capacities 
in that segment of the meat-packing industry which operates under Federal 
inspection and which accounts for approximately two-thirds to three-fourths 
of the total meat production in the United States. This study of capacity in 
the meat-packing industry includes slaughtering facilities for each of the species 
and meat processing, canning, and refrigeration. This industry capacity study 
has provided information not heretofore available relating not only to the in- 
dustry capacity, but also by plant and by city, State, and region. The study 
of meat-packing capacity is being kept current. A confidential list including 
addresses of wholesale livestock slaughterers not operating under Federal in- 
spection was prepared also and made available to appropriate agencies in the 
Department for defense planning purposes. 

Quarterly analyses are made also showing stocks of butter, cheese, dry milk, 
refined cottonseed oil, dry edible beans, and milled rice in the inventories of 
the CCC, together with the location and quantity of these stocks by States, 
towns, and cities in potential target and critical target areas. 

A stock management policy was formulated and approved by the Board of 
the Commodity Credit Corporation during the year, which is designed to reduce 
the vulnerability of CCC stocks and improve their distribution for emergency 
use. Also undertaken, in accordance with this policy, is a study of the practical 
emergency utilization of CCC-owned grain stored in the mothball fleet. The 
ships in which this grain is stored would be particularly useful in an emergency 
if necessary equipment to tow the ships and unload the cargoes is available. 
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The groundwork has been laid for a survey of the mothball fleet to determine 
the availability and cost of facilities and equipment which would be needed in 
an emergency. 

Vulnerability analyses of nonfood materials needed in food production, pro- 
cessing, and distribution have been continued. These include farm mavchinery 
equipment and numerous operating supplies, food-processing machinery, con- 
tainers and packaging materials, fertilizers, and pesticides. 


2. Draft guidebook 


In line with the Department’s responsibility to develop "plans and programs 
to insure the continuity of operation of vital food facilities * * *” informal 
meetings were held with various segments of the food industry to obtain their 
views on a cooperative program between Government and the food industry 
aimed at lessening vulnerability to nuclear attack or other enemy action, Asa 
result of these meetings, the Department drafted and transmitted to numerous 
national food trade associations for their comments and suggestions a guide- 
book, Factors for Defense and Continuity of Operations of Industrial Food 
Plants. The guidebook will be completed in cooperation with industry repre- 
sentatives and distributed with their help. Many comments have already been 
received and work is progressing toward finalizing the guidebook for printing 
and distribution. 


$8. Facilities vulnerability mapping project 


The location of food facilities and facilities of certain supporting industries 
in the 70 critical target areas is being plotted on maps as a visual aid in identi- 
fication of some of the major vulnerability problems and as an aid in damage 
assessment if an attack should occur. Each map has three transparent over- 
lays. The first shows food facilities of nationwide importance; the second 
overlay, facilities producing nonfood equipment and supplies vital to the pro- 
duction, processing, and distribution of food; and the third overlay, facilities 
of local importance. The mapping project was initiated in 1954. In some 
instances, in order adequately to cover the cities involved, it has been necessary 
to use individual city maps rather than area maps. As an example, the New 
York City-New Jersey critical target area consists of 7 maps—5 for the boroughs 
of New York City, 1 for Jersey City, and 1 for Newark. On this hasis, the 
mapping project consists of 86 city maps, 61 of which have been completed. A 
tarcet city map is considered completed when all available information for 
facilities in the three areas outlined above has been posted. It will be necessary 
to make additions or revisions on these maps as new data are received. Maps 
are maintained in Washington where they are used in vulnerability analysis 
and mobhilization planning, as well as at the Department’s headquarters re- 
location center where they will be utilized in event of attack. 


I. DEVELOPMENT AND MAINTENANCE OF PLANS TO INSURE THE CONTINUITY OF THE 
ESSENTIAL FUNCTIONS OF THE DEPARTMENT IN EVENT OF ATTACK ON THE UNITED 
STATES 


Negotiations were completed during the year for additional space and facili- 
ties needed in the USDA national relocation center and the space was improved 
to more adequately serve the needs of the Department. 

Arrangements were made also to meet total anticipated needs of the Denart- 
ment in the event of a national emergency in the relocation center, including 
housing required for families of Department personnel assigned for work at the 
center. 

Eight primary locations and three secondary locations were established as 
relocation and communications control centers for the field program activties 
of the Department. Secretary’s memorandum 1398, issued June 13, 1956, desig- 
nated eight regional representatives to provide appropriate liaison with regional 
offices of ODM and FCDA. The memorandum outlines the duties and responsi- 
bilities of the representatives and divides these responsibilities into two phases: 
(1) preemergency planning activities, and (2) emergency activities (exhibit 2). 

The regional liaison representatives were selected from staff members of the 
Agricultural Marketing Service, Agricultural Research Service, Commodity 
Stabilization Service, Farmers Home Administration, and Forest Service. Over- 


all policy direction of the regional representatives will be from the Office of 
the Secretary—a servicing point has been established in the Department’s 
Commodity Stabilization Service through which instructions can be given to 
the regional representatives and information can be obtained. 
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A Department wartime organization plan was prepared, submitted to ODM, 
and approved for the redirection to defense mobilization activities of designated 
essential agricultural wartime functions. Key positions in the defense organ- 
ization units were designated and the key officials named who would be 
responsible for activation of civil defense and mobilization functions in a 
national emergency. 

The Department tested several of its delegated wartime functions during 
Operation Alert 1956. 

Important progress was made during the year in the further identification 
and filing of essential records at both the National Relocation Center and at a 
considerable number of field locations. The Department also greatly increased 
communications capability in both equipment and trained personnel which were 
tested with essential results during Operation Alert 1956. 

The Rural Electrification Administration established liaison with the defense 
electric power staff, Department of the Interior, concerning the area organiza- 
tion being developed and to be activated for the electric power industry during 
an emergency period. 


Ill MISCELLANEOUS DEFENSE ACTIVITIES 
1. The SAGE program 


An important phase of the work of the Department’s Rural Electrification Ad- 
ministration throughout the year was its cooperation with the United States 
Air Force and the telephone industry in developing plans for SAGE  semi- 
automatic ground environment), which is a program of the United States Air 
Force to provide the United States with necessary radar coverage for hostile 
aircraft detection and automatic means of assimilating the information for air 
defense purposes. 

A summary of the SAGE program and the participation of REA and the 
telephone borrowers is attached to this report (exhibit 3). 


2. Test exercises 


Two test exercises were conducted during the year. The winter test exercise, 
initiated by ODM, was carried out in two phases in February 1956. The first 
phase produced some valuable ideas on the organization needed to handle food 
and agricultural problems at the agricultural level during a wartime emergency. 
The second phase of the winter test exercise was conducted at the USDA Na- 
tional Relocation Center on February 27-28 by a small group representing 
various agencies of the Department and the Secretary’s office. This phase was 
the beginning of the plan designed to conform with the request from ODM 
dealing with regional coordination and the Department’s cooperation with 
regional defense mobilization committees, assignments of wartime functions in 
the field and authorizing specific action with respect to relocation plannning. 

Operation Alert 1956 in July was the most far-reaching national test exercise 
so far conducted. The Department of Agriculture was organized to test readi- 
ness to meet Operation Alert 1956 emergency conditions at both the national and 
field levels. In addition to the USDA National Relocation Center, Repoint, 11 
primary field liaison and communications centers were activated. At the Na- 
tional Relocation Center 278 personnel participated in the exercise—234 De- 
partment personnel participated at field locations. 

The Department’s participation in the exercise at Repoint progressed 
smoothly and contributed substantially to its ability to carry out delegated 
responsibilities. Less improvisation was necessary and the USDA is in a 
better position to cope with an emergency of the type assumed by the exercise 
than it was a year ago. The exercise demonstrated, however, a need for 
clarification of certain delegations and refinements of interagency working 
relationships. 

The field coordination of defense mobilization and civilian-defense activities 
was effected through the eight regional representatives discussed earlier in this 
report. 

Local facilities at the National Relocation Center were excellent for officing, 
lodging, and feeding all personnel participating in the exercise. Such facilities 
are believed adequate to serve the staff which might be needed at this location 
during an actual emergency situation. Only relatively limited pnblic trans- 
portation serves the location, however, which could present some problems 
in particular circumstances. The communications system capability and 
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staffing at Repoint were adequate to service the exercise and procedures were 
significantly improved over a year ago. 

Essential wartime functions tested included damage assessment; salvage and 
protection of food stocks; evaluation of food requirements and supplies; food 
allocations and distribution control; food procurement and supply; food and 
fiber production; nonfood requirements and allocations; agricultural manpower 
requirements; coordination of field activities. Other supporting agricultural 
activities were: Defense from biological or chemical warfare against animals and 
crops; prevention and control of fires caused by enemy attack in rural areas; 
exercise of emergency financial system. 

To provide the committee with complete information on all phases of the Depart- 
ment’s participation in Operation Alert together with simulated actions taken, 
certain problems revealed and the Department’s subsequent recommendations, 
a copy of the Department’s final report to ODM is attached (exhibit 4). 


8. Mobilization planning project system 


Considerable progress can be reported in gathering organized program records 
under the project system established in 1955 to provide essential plans and data 
for coping with a postattack emergency as well as a long-range mobilization pe- 
riod. The project system is based upon a flexible outline and a standard classifi- 
cation number has been assigned to each defense mobilization work category. 
Certain deficiencies and gaps were revealed during the recent national test 
exercise but are being remedied. 

As an aid in coordinating defense food planning which affects more than one 
agency, several defense records and planning committees have been active within 
the Department. Each of these committees is responsible for gathering the basic 
data and for the preparation of defense plans which relate to its particular 
functional or commodity area of responsibility. The committees which were 
organized in 1955, have made a substantial contribution to the development of 
plans and collection of vital data upon which the Department’s ability to carry 
out essential wartime functions would be dependent. 


4. Industry advisory committees 


As a result of the work already done and problems brought to light in the 
Department’s vulnerability studies, industry advisory committees are being estab- 
lished and will be used as a means of assisting segments of the food industry in 
solving specific vulnerability problems. One such committee has been formally 
approved and various others are in the process of formation. 


5. Damage assessment 


Representatives of the Department’s Agricultural Research, Agricultural Mar- 
keting and Commodity Stabilization Services attended a 2 weeks’ basic course in 
radiological health, given by the Public Health Service at its field station in 
Cincinnati, Ohio. The purpose of the course was to obtain a greater knowledge 
of radiological health conditions and problems that might result from the fallout 
hazard in rural areas in case of atomic attack and to make use of such information 
in the defense planning work of the Department. 

A Farmers’ Bulletin on the subject of radioactive fallout as it affects farm 
people and livestock is in final draft and will be issued by the Department’s 
Agricultural Research Service in the near future. 


6. Indoctrination in national defense planning 


A representative of the Department attended briefing sessions with respect to 
the defense aspects of the Strategic Air Command in Omaha, the Continental 
Air Defense Command in Colorado Springs, Colo., and the Federal Civil Defense 
Administration in Battle Creek. 

7. Cooperation with NATO 

To develop a more effective relationship between the planning work done 
here in the Department of Agriculture and that done by the Food and Agriculture 
Planning Committee of the North Atlantic Treaty Organization, documents 
showing the basis for materials used in, and results to date from defense mobili- 
zation planning in USDA were sent periodically to Paris for use in the Office 
of the Director, Food and Agriculture, of the International Cooperation Admin- 
istration. These documents consist of internal reports of the Department, such 
as monthly progress reports of defense records and planning committees and 
the joint defense memoranda of AMS and CSS to these committees. The annual 
and quarterly defense reports of the Department were included, as were certain 
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technical and informational bulletins of the Federal Civil Defense Administra- 
tion, Atomic Energy Commission, and the Public Health Service. Also, informa- 
tional material issued by this and other agencies relating to test exercises is 
submitted. Likewise, Paris was kept advised of the delegation of any defense 
mobilization responsibilities, functions or assignments to USDA. 


8. Strategic trade controls 


The Department of Agriculture cooperates with the Department of Commerce 
and the ICA in the administration of strategic trade controls where agricultural 
interests: are concerned. The Department’s Foreign Agricultural Service acts as 
the coordinating agency for developing a Department position with respect to 


requests for licenses for the exportation of agricultural commodities to Soviet 
bloe countries. 


IV. DEFENSE PROGRAMS AS RELATED TO SMALL BUSINESS 


The Department is aware of and sympathetic to the problems of small business 
since many of the supplies upon which farm production, processing, and distri- 
bution are dependent are produced by small firms. The Department is giving 
recognition to the problems of small business in the development of any mobiliza- 
tion programs which have a bearing on this important segment of our economy. 
At present, the Department has very few defense-action programs. 


V. MAJOR PROBLEMS IN CARRYING OUT DEFENSE PLANNING AND PROGRAMS 


The situation which would result from attack upon the United States with 
nuclear weapons is without precedent, which makes planning more difficult. 
Our progress in the advance planning which this contingency requires would be 
facilitated if it were possible for personnel of the Department to devote more 
time to defense mobilization work. 

Another outstanding problem which hampers the Department in its planning 
for adequate distribution of food supplies under emergency conditions is lack of 
information as to where it is planned to move evacuees in anticipation of or as 
a result of nuclear attack. Until such information is available, the Department 
cannot develop specific plans for fully mobilizing the food resources in relation 
to probable area needs in the event of attack upon the United States. As in- 
dicated earlier in this report, numerous factors such as types of containers, 


components of the food stocks would depend on the location and concentration 
of evacuees. 


VI. SUMMARY OF STANDBY PROGRAMS DESIGNED TO MEET FUTURE 
EMERGENCIES 


All of the programs discussed in this report are standby defense programs 
which, as they progress, are increasing the Department’s ability to convert if 
need be from peacetime to wartime operations. It is noteworthy that the various 
phases of these programs are carried out through agencies of the Department 
already doing related work. This is an important concept since many programs 
and activities of the Department would have a direct bearing on essential func- 
tions in wartime. These programs require constant planning of programs for 
agricultural production and continuing contact with the equipment and processing 
industries which support the Nation’s farm plant. As a result, a large amount 
of basic essential data with respect to requirements and supplies, emergency 
expansion of production and control plans are developed and kept up-to-date. 


VII. ORGANIZATION FOR DEFENSE MOBILIZATION 


There has been little change within the Department in the organization ana 
assignments of responsibilities for defense mobilization which were reviewed 
in last year’s annual report to the Joint Committee on Defense Production. The 
only basic change in organization is the appointment of eight regional liaison 
representatives for defense mobilization. Appointment of these representatives 
will make it possible to integrate defense work with the fieldwork of the various 
agencies of the Department, as well as the field coordination work of ODM and 
FCDA. 

There follows a brief review of the Department’s organization for the defense 


mobilization functions under DMO I-9 and the additional related functions 
covered in this report. 
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The Commodity Stabilization Service has responsibility for central coordination 
for defense mobilization functions on a departmentwide basis with two exceptions; 

1, Coordination of functions relating to international matters is a responsibility 
of the Foreign Agricultural Service. (These international functions, including 
USDA's responsibility with respect to the North Atlantic Treaty Organization, 
and export control, are not covered in this report.) 

2. Coordination of functions relating to continuity of USDA operations in 
an emergency was assigned to the Administrative Assistant Secretary, who 
carries out those responsibilities in cooperation with various agencies of the 
Department and effects overall coordination through a committee established in 
the Secretary’s office. 

Although not covered in this report, civil defense responsibilities of USDA are 
coordinated by the Assistant to the Under Secretary. Responsibility in USDA for 
planning and directing Federal activities and providing technical guidance to 
States for maintaining adequate food supplies for attacked or support areas, was 
assigned to the Agricultural Marketing Service, which was directed, however, to 
cooperate with CSS. 

All defense activities of the Department of Agriculture are coordinated by the 
Under Secretary. 


Vill. OBJECTIVES OF THE DEFENSE PROGRAMS 


It is the objective of the Department to move ahead as rapidly as possible in 
defense planning under its far-reaching delegated responsibilities to assure the 
availability of food and fiber and the countless agricultural byproducts which are 
used directly by the military and by the Nation’s essential industries. In war- 
time, food ranks in importance with that band of commodities and services which 
stands just below direct military items. In past emergencies our ability to produce 
and distribute food has never suffered more than inconvenience—with the advent 
of superweapons a whole new concept of planning for national defense has been 
introduced. The Department believes that it has made considerable progress in 
the last year in advance planning for adequate food supplies in all stages of 


mobilization, including full mobilization resulting from attack upon the United 
States. But much remains to be done. 


THe Suprpty SIruaTIoON—Nonroop MATERIALS, FACILITIES AND MANPOWER 
FARM MACHINERY AND OPERATING SUPPLIES 


The supply situation with respect to farm machinery and equipment may best 
be evaluated by briefly reviewing production and distribution since World War 
II. Prior to World War II and through 1946 this industry produced and shipped 
machinery and equipment at a rate of something less than $1 billion per year 
(factory platform price basis). 1947 represented the first billion-dollar year for 
the farm machinery and equipment industry. Beginning in 1948, total shipments 
were at an annual rate of slightly less than $2 billion. The peak during this 
period was in 1951 and production and shipments exceeded $2 billion a year. 
There was a substantial drop in the value of shipments during 1952, 1953, and 
1954, to a low of approximately $1.6 billion. During 1955 this trend was reversed 
and production and shipments approximated $1.8 billion. The 1955-56 period 
covered hy this report is expected to show a decrease in production and shipments 
and probably will approximate the 1954 rate of production. 

Wheel tractor production follows the general pattern of total shipments of all 
machinery and equipment through 1951, with shipments at a level of approxi- 
mately 500,000 units per year. Starting in 1952, however, production of tractors 
dropped faster relatively than the total of all other farm machinery and equip- 
ment to a low of approximately 250,000 tractors in 1954. The output of wheel 
tractors increased in 1955 to approximately 325,000, with production declining 
again in the 1955-56 period to about 230,000 units. 

The rate of increase in the number of tractors on farms has slowed substantially 
in recent years. This probably results from the substantial gain in farm mechani- 
zation during the late 1940’s and early 1950’s and an increasing rate of replace- 
ment, with the present population of wheel tractors on farms now in excess of 4 
million units. It is expected that higher replacement needs in the next few years 
will result in production increases over the low average of the last 3 years. 

For the next few years industry capacity to produce is sufficient. With the 
average age of equipment becoming older, it is anticipated that the replacement 
market alone will take up a substantial part of available capacity. 
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The total value of construction in the first 7 months of 1956 set a new record of 
$24.1 billion, but there was a further decline in farm construction. For the first 
7 months of 1956, farm construction was estimated at $876 million, compared with 
$928 million in 1955. All building materials are adequate in supply although 
prices increased from June last year to June this year. 

Farmers are experiencing no difficulty in obtaining fuels of any kind. Total 
consumption of petroleum fuel continues to climb but the increase in consump- 
tion of liquefied petroleum gas is the most phenomenal. The Bureau of Mines 
reports that sales of liquefied petroleum gas increased in 1955 over 1954 by 17 
percent. 

Farm transportation equipment is readily available and tires of all kinds are 
in plentiful supply. Production of tractor and implement tires is running well 
behind last year’s production but inventories were more than 10 percent above 
last year at the end of June. Production of truck and bus tires is slightly behind 
last year but inventories are up 25 percent. 


FERTILIZER 


Trade sources report that fertilizer movement during the winter and spring 
of 1955-56 was the poorest in years. Contributing factors are thought to have 
been the extremely dry weather during the period in the West Central States, 
the long cold winter in the East, and uncertainty as to farm legislation. How- 
ever, movement on a plant nutrient basis is believed to have been about the same 
as in the previous year, even though lower tonnages of fertilizer were involved. 
Usage continues toward more concentrated materials and mixtures. Consump- 
tion figures developed by USDA show the average primary nutrient content of 
fertilizer to have increased from 26.6 percent in 1953-54 to 27.9 percent in 
1954-55. 

Due to greatly increased nitrogen capacity in the United States competition 
for fertilizer sales is much keener. Asa resuit there has been marked adjustment 
of prices downward for such materials as urea, anhydrous ammonia and 
ammonium sulfate. 

Although completion of several ammonia plants is somewhat behind schedule 
nitrogen capacity in the United States on January 1, 1956, was somewhat over 
3,500,000 tons, the goal set for January 1, 1957. 


PESTICIDES 


Except for some special items and newly developed materials, ample supplies 
of pesticides are available. Capacity is generally adequate to produce these 
materials to meet most domestic needs as well as foreign demand. The 1956 
season has been one of even greater pesticide usage than a year ago owing to 
heavy populations of major pests such as grasshoppers and cotton insects and 
to extensive State and Federal control programs against the Mediterranean fruit 
fly and certain forest insects. 

A survey of inventories of pesticides in the hands of the industry was made 
for the second successive year. Analysis of the results indicated that stocks at 
the end of the 1955 growing season were about average. The results were reported 
in December 1955 and revised for final publication in The Pesticide Situation. 

Benzene stocks for manufacture of DDT, benzene hexachloride and some other 
pesticidal chemicals would have become tight if the steel strike had continued. 
However, heavy prestrike inventories, production by petroleum refiners, and 
imports from Europe eased fears for a shortage of pesticides for the 1956 growing 
season. 


FOOD PROCESSING AND CONTAINERS 


There was a significant increase during the year in sales of food processing 
machinery. The materials which go into the manufacture of this machinery— 
stainless steel, etc—were not a problem as they have been in some past years. 
Backlog orders were about normal for all types of processing machinery. The 
supply prospects for the coming year are good and no shortages are expected in 
any area. 

The overall output of food containers and packaging materials were at a high 
rate during the year and may exceed that of any former year. 

Demand exceeded supply, however, for two major packaging items—paper for 
shipping bags and boxes and for cellophane. These industries were unable to 
meet the high demand although production was at maximum capacity. 
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The work stoppage in the steel industry in July of this year, which reduced 
tinplate production by 80 percent, did not result in any reduction in metal-can 
Shipments and no later repercussions are expected since can manufacturers had 
placed heavy orders and built inventories. 

The cellophane industry has additional production facilities under construction 
which are expected to start operation before the end of this year and will relieve 
the tight supply. New paper mills also are expected to be in operation in the 
near future which will increase supplies to meet the growing demand. 

In most other areas there are adequate production facilities to meet any 
expected demand. In some areas production capacity greatly exceeds 
the current output. 

The base material supply has improved generally. Fabricators of all types of 
food containers should have no difiiculty in obtaining all the material needed to 
meet the probable strong demand for containers during the coming year. 


MANPOWER 


The year 1955 witnessed the production and harvest of a near record crop. 
Adequate labor was available to meet most farm needs during the peak fall 
harvest season except in isolated areas where temporary shortages occurred due 
to adverse weather or other emergency conditions. The 1956 crop season started 
slowly with many areas experiencing unseasonably cold and wet weather while 
in others the drought which began last year continued. These abnormal weather 
conditions caused some adjustments in previously planned labor recruitment 
activities; however, no serious labor shortages have developed so far this crop 
season except the continuing shortage in some States of experienced year-round 
workers. The Agricultural Marketing Service’s farm labor reports continued to 
reflect the long-time downward trend in the number of workers being employed in 
American agriculture. During the survey week in November 1955, there were 1 
percent fewer family and 2 percent fewer hired workers at work as compared with 
a year ago. This downward trend has continued in 1956. 

The survey week in February showed 304,000 fewer family workers and 23,000 
fewer hired workers employed than in the corresponding period in 1955. Com- 
pared with July a year ago, family workers were down about 352,000 while there 
were 193,000 fewer hired workers. This continuing decrease of domestic labor 
supplies contributed, at least to a degree, to the increase in employment of Mexi- 
ean nationals, which reached about the 400,000 figure in 1955. This number was 
also swelled somewhat by the continued efforts to control the illegal entry of wet- 
backs. In 1956 the number of Mexican nationals being employed is running well 
ahead of the rate for 1955. A report of August 10 shows that as of that date the 
number of workers contracted totaled 207,520, compared to 168,329 for the same 
period of 1955. As of this date there is no indication that adequate labor supplies 
will not be available to meet the remaining 1956 crop-season needs. 

Preliminary data indicate that farm labor productivity continued its upward 
climb in 1955 and reached a point 30 percent above the 1947-49 average—3 percent 
above 1954. Farm output per man-hour is now about twice as great as the pre- 
World War II average, with an increase in crop production per man-hour of more 
than 100 percent—livestock production per man-hour of 50 percent. 


ExHIsitT 2 
UNITED STATES DEPARTMENT OF AGRICULTURE 
OFFICE OF THE SECRETARY 


Washington, D. C. 
JUNE 13, 1956. 


MEMORANDUM No. 1398. Fretp CooRDINATION OF DEFENSE MOBILIZATION AND 
Crvit. DEFENSE ACTIVITIES 


Defense Mobilization Order I-9 and FCDA delegation 2 both assign specific 
responsibilities to the Department of Agriculture for certain “defense” activities. 
Secretary’s Memoranda Nos. 1346 (and supplements 1, 2, and 3), 1350, and 1376 
implement the above orders and outline the assignment of responsibilities to 
the agencies of the Department. 

The Office of Defense Mobilization and the Federal Civil Defense Administra- 
tion have established regional offices in the field. To provide appropriate liaison 
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with such regional offices, the Department has designated staff members from 
USDA agencies to serve as regional liaison representatives on defense mobili- 
zation and civil defense activities. The geographic areas assigned to these rep- 
resentatives, and the relationship of such areas to FCDA and ODM regions are 
shown on the attachment to this memorandum. 

The designation of these representatives does not modify agency authority 
and responsibility for defense planning under existing delegations, or affect the 
responsibility of individual field offices of the Department “for the protection of 
their own personnel, buildings, and property.” It does, however, establish a 
focal point to which ODM and FCDA can turn for information or to discuss 
requests for assignment of appropriate local technical assistance needed in their 
programs, and for the coordination of field relationships regarding “defense” 
matters between field offices of the Department and between the Department and 
ODM and FCDA. 

The national offices of ODM and FCDA will be instructed to have inquiries and 
correspondence in the individual regions directed to our designated representa- 
tives. These representatives should receive carbon copies of any direct corre- 
spondence which they do not originate or which they may refer for handling by 
others. 

The duties and responsibilities of the representatives are divided into two 
phases, (1) preemergency planning activities and (2) emergency activities. De- 
tails of each are as follows: 

1. Preemergency planning activities: 

(a) Serves as USDA liaison officer within his assigned area with regional 
FCDA and ODM office(s) and other defense activities in respect to all 
programs and activities of the Department; 

(bd) Arranges for meetings of USDA agency personnel designated to work 
with him as staff in his capacity as liaison representative. Each agency 
of the Department primarily concerned with the Department’s defense activi- 
ties shall designate such a representative or representatives who shall be 
approved by the Secretary’s Office ; 

(c) Makes specific defense assignments to individual agency representa- 
tives consistent with functions which they represent, including representation 
of USDA at appropriate meetings ; 

(d) Keeps the agencies within his area informed on a current basis of 
defense activities and advises the national headquarters regarding these 
activities ; 

(e) Develops, and maintains in a state of readiness, a plan for his region, 
consistent with the national plan, for full activation of the Department’s 
defense functions during an emergency, including establishment of field 
relocation points and effective means of communication with USDA field 
locations in the area. 

2. Emergency activities: 

(a) Analyzes and appraises immediate postattack situation to determine 
the appropriate action to be taken under his emergency delegations; 

(b) Continues to perform general liaison and defense information func- 
tions similar to his preemergency activities ; 

(c) To the extent essential communications are interrupted between any 
primary department defense office in his area and its national headquarters, 
he will seek to restore such communications; 

(d@) During any period when communication with national headquarters 
is impossible, assumes responsibility for full direction of Department defense 
activities in his area until adequate communications have been restored. 

Policy guidance and servicing of the regional representatives in the pre 
emergency planning period will be governed by the following considerations: 

The overall policy direction of the regional representatives will be from the 
Office of the Secretary. The responsibility for servicing the representatives is 
placed in the Food and Materials Requirements Division of the Commodity 
Stabilization Service. Communications to the regional representatives will 
be issued by the Office of the Secretary or the Food and Materials Require- 
ments Division. Communications originating with the regional representatives 
will be directed to the Office of the Secretary when they deal with policy and to 
the Food and Materials Requirements Division when they deal with operations. 

Communications and instructions to be sent to the regional representatives 
will deal for the most part with— 

1. Regional activities of the Office of Defense Mobilization. 

2. Regional activities of the Federal Civil Defense Administration, 
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It is understood, however, that each agency of the Department will communi- 
cate directly with its field offices on all matters which relate to the responsibili- 
ties of that agency. Copies of such communications will be furnished to the re- 
gional representative in order to keep him informed on all “defense” activities in 
his area. 

The responsibility for servicing the regional representativs will include prepa- 
ration of instructions consistent with policy guidance of the Secretary’s Office, 
answering inquiries and evaluating reports of progress of defense activities 
in each region. The servicing office will make copies of instructions and com- 
munications available to appropriate agencies of the Department so that they 
may be currently informed of the activities being undertaken. 

Designations of regional liaison representatives on defense mobilization and 
civil defense activities will be made by supplements to this memorandum. 

Within each agency of the Department the agency head should provide such 
distribution of this memorandum, or parts thereof, as may be appropriate and 
necessary. 

Memorandum No. 1377, dated May 12, 1955, and Supplement 1, dated Novem- 
ber 1, 1955, are hereby superseded. 

True D. Morse, Acting Secretary. 


Area assigned to U. 8. D. A. 


liaison representative FCDA ODM 
Area 1 Region 1 Region 1 
Maine Maine Maine 
New Hampshire New Hampshire New Hampshire 
Vermont Vermont Vermont 
Massachusetts Massachusetts Massachusetts 
Rhode Island Rhode Island Rhode Island 
Connecticut Connecticut Connecticut 
New York New York 
New Jersey New Jersey 
Region 2 
New York 
New Jersey 
Area 2 Region 2 Region $3 
Pennsylvania Pennsylvania Pennsylvania 
Delaware Delaware Delaware 
Maryland Maryland Maryland 
Virginia Virginia Virginia 
West Virginia West Virginia 
Ohio Ohio 
Kentucky Kentucky 
Region 4 
West Virginia 
Ohio 
Kentucky 
Area $ Region $ Region 5 


North Carolina 
South Carolina 


North Carolina 
South Carolina 


North Carolina 
South Carolina 


Georgia Georgia Georgia 
Florida Florida Florida 
Tennessee Tennessee Tennessee 
Alabama Alabama Alabama 
Mississippi Mississippi Mississippi 
Area 4 Region 4 Region 6 

Michigan Michigan Michigan 
Wisconsin Wisconsin Wisconsin 
Indiana Indiana Indiana 
Illinois Illinois Illinois 
Missouri Missouri Missouri 
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Area assigned to U.S. D. A. 


liaison representative FCDA ODM 
Area § Region 5 Region 8 
Arkansas Arkansas Arkansas 
Louisiana Louisiana Louisiana 
Oklahoma Oklahoma Oklahoma 
Texas Texas Texas 


New Mexico 
Areaé 


Minnesota 
Iowa 

North Dakota 
South Dakota 


New Mexico 


Region 6 


Minnesota 
Iowa 

North Dakota 
South Dakota 


New Mexico 
Region 7 


Minnesota 
Iowa 

North Dakota 
South Dakota 





Nebraska Nebraska Nebraska 
Kansas Kansas Kansas 
Wyoming Wyoming Wyoming 
Colorado Colorado Colorado 
Area? Region 7? Region 9 
Utah Utah Utah 
Arizona Arizona Arizona. 
Nevada Nevada Nevada 
California California California 
Montana 
Idaho 
Washington 
Oregon 
Area 8 Region 10 
Montana Montana 
Idaho Idaho 
Washington Washington 
Oregon Oregon 


UNITED STATES DEPARTMENT OF AGRICULTURE 
OFFICE OF THE SECRETARY 


Washington, D. C. 
JUNE 13, 1956. 


MEMORANDUM No. 1398, SuprPLEMENT 1. Fretp CooRDINATION OF DEFENSE 
MOBILIZATION AND CIviIL DEFENSE ACTIVITIES 


The following individuals are designated as regional liaison representa- 
tives on Defense Mobilization and Civil Defense activities, under memorandum 
No. 1398, to serve until otherwise indicated by the Secretary : 

For area 1: Richard D. Aplin, Milk Market Order Administrator, Agricultural 
Marketing Service, USDA, Room 403, 230 Congress Street, Boston, Mass. 

For area 2: Harley B. Banks, commodity office, Commodity Stabilization Serv- 
ice, USDA, 1010 Broadway, Cincinnati, Ohio. 

For area 3: Russell H. James, Food Distribution Division, Agricultural Mar- 
keting Service, USDA, 50 Seventh Street NE., Atlanta, Ga. 

For area 4: Oscar F. Beyer, Food Distribution Division, Agricultural Mar- 
keting Service, USDA, 226 West Jackson Boulevard, Chicago, Ill. 

For area 5: Walter T. McKay, State director, Farmers Home Administration, 
USDA, 406 United States Terminal Annex, Dallas, Tex. 

For area 6: James R. Dutton, Plant Pest Control Branch, Agricultural Re- 
search Service, USDA, Building 85, Federal Center, Denver, Colo. 

For area 7: Charles A. Connaughton, regional forester, Forest Service, USDA, 
630 Sansome Street, San Francisco, Calif. 

For area 8: John Wenn, Jr., Deputy Director, Management, Commodity Office, 
Commodity Stabilization Service, USDA, 515 Southwest Tenth Street, Portland, 
Oreg. 


True D. Morse, Acting Secretary. 
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ExHisit 3 
THe SAGE PrRoGRAM 


The SAGE program involves the installation of radar equipment on the perim- 
eter of the United States and connection of the radar sets into direction centers 
where computers digest the information and provide a complete picture of the 
air situation at all times. The information from the various radar sets is trans- 
mitted to the direction centers via telephone circuits. It has been decided by the 
Air Force that provision of these telephone circuits will be on a lease basis with 
the telephone utility in whose areas the radar sets are located. Rural Blectrifi- 
cation Administration telephone borrowers are situated in such areas, and most 
of the borrowers involved are making plans to provide the circuits required. 

Some REA borrowers were asked to provide facilities a year ago. In December 
1955, we announced to all our borrowers that we were ready to provide technical 
advice and assistance regarding communications for the SAGE system and to 
consider applications for loans needed to finance the facilities. Prior to this 
time, SAGE received very little publicity from anyone. 

We have established liaison with the United States Air Force, American Tele- 
phone & Telegraph Co., United States Independent Telephone Association, and 
other interested parties in the telephone industry. Through these arrangements 
we expect to obtain information concerning specific installations in areas served 
by REA telephone borrowers so that we may inform and assist the borrowers in- 
volved. In addition, we shall endeavor to keep informed of the development of the 
overall program. 

In REA a committee of five persons coordinates matters relating to financing, 
contractual relationships, design, and construction of facilities and technical 
operation and maintenance. In addition, REA field and office personnel are 
available to assist borrowers in planning to meet SAGE requirements. 

REA has obtained information that there will be SAGE installations on 21 of 
its borrowers’ systems. As time goes on, more of our borrowers will be asked to 
provide such service. 





ExHIBIT 4 
CONTENTS 
Part I. Summary evaluation and comments. 


A. Organization and direction of the exercise. 
1. Officials in charge at National Relocation Center. 


2. Organization. 

3. Adequacy of staffing. 

4. Suitability of staff facilities—Repoint. 
5. Eifectiveness of communications. 

6. Reports. 
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2. Salvage and protection of food stocks. 

3. Evaluation of food requirements and supplies. 
4. Food allocations and distribution control. 

5. Food procurement and supply. 

6. Food and fiber production. 

7. Nonfood requirements and allocations. 

8. Agricultural manpower requirements. 


9. Other—coordination of field activities. 
C. Other agricultural supporting activities participating in Operation Alert 1956. 
Part II. Recommended changes, deletions, or additions to the assumptions and actions 
contained in Briefing for Operation, dated July 11, 1956. 
Part III. Agricultural Research Service—defense from biological or chemical warfare 
against animals and crops. 
Part IV. Forest Service—the prevention and control of fires caused by enemy attack in 
rural areas. 
Part V. Exercise of Emergency Financial System. 
Part VI. Estimated cost of USDA participation in Operation Alert 1956. 


List oF ATTACHMENTS 


1. Participation of United States Department of Agriculture in Operation Alert 1956 
(Operation Alert 1956, No. 1, USDA memorandum, June 19, 1956). 

2. Conduct of the Exercise at Repoint, and related forms (Operation Alert 1956, No. 2, 
USDA memorandum, July 17, 1956). 

3. Field Coordination of Defense Mobilization and Civil Defense Activities (Department 
Memorandum No. 1398 and supplement 1, thereto, June 13, 1956). See exhibit 2, 
Overall Report to Joint Committee on Defense Production. 

4. Administrative Preparation for Operation Alert 1956 (Under Secretary memorandum 
of July 11, 1956, to USDA regional liaison representatives). 
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. Summary of Simulated Program Actions by USDA During Operation Alert 1956—Food 
Activities. 


Summary of Simulated Program Actions by USDA During Operation Alert 1956—Gen- 
era! Functional Areas. 
. Summary of Simulated Program Actions by USDA During Operation Alert 1956— 
Regional Liaison Representatives and Participating USDA Agencies in Field Areas. 


= 


“1 


FINAL REPORT ON PARTICIPATION IN OPERATION ALERT 1956, JuL¥Y 20-25, 1956 
PART I, SUMMARY EVALUATION AND COMMENTS 


This final report on participation of the United States Department of Agri- 
culture in Operation Alert 1956 is prepared in response to ODM memorandum 
of July 2, 1956. 

Generally, all actions at the relocation headquarters, Repoint, except a few 
which related to current program activity, were undertaken with Operation Alert 
1956 assumptions in mind. The exercise progressed smoothly, and contributed 
substantially to the ability of the Department to carry out its various delegated 
responsibilities. Less improvisation was necessary this year and the USDA is 
in a better position to cope with an emergency of the type assumed by the exercise 
than it was a year ago. However, as demonstrated by the exercise, there is a 
need for the clarification of certain delegations and the refinement of interagency 
working relationships. These matters will be discussed in this report under 
the related subject-matter headings. 


A. ORGANIZATION AND DIRECTION OF THE EXERCISE 


Officials in charge at National Relocation Center—Repoint 


Mr. True D. Morse, Acting Secretary, 4: 30 p. m., July 20 to 10: 30 a. m., July 22. 

Mr. Marvin L. McLain, Assistant Secretary, 1:30 p. m., July 22 to 4 p. m,, 
July 25. 

Mr. Ralph S. Roberts, Administrative Assistant Secretary, 10: 30 a. m., to 1:30 
p. m., July 22. Mr. Roberts was on duty during the entire period of the exercise 
beginning from 4:30 p. m., July 20. 

The Relocation Center was activated immediately upon notification of the alert 
at 11 a. m., eastern daylight time, July 20, by a pretest exercise cadre of 19 
Department personnel; 2 persons are permanently headquartered at the location 
for emergency activation in the event of need. 

2. Organization 


The USDA was organized to test readiness to meet Operation Alert 1956 
emergency conditions at both the national and field levels. In addition to the 
USDA National Relocation Center—Repoint, 11 primary field liaison and com- 
munication centers were activated ; 278 Department employees and 8 representa- 
tives of other agencies were on duty at Repoint, and 234 Department personnel 
participated in the exercise at field locations. 

(a) Repoint organization.—The exercise was carried out by a simulated 
emergency orgaizantion comprised of two major groupings of activities, e. g., 
(1) all essential wartime functions relating directly to food production and 
supply management, and (2) all essential supporting agricultural functions. 

Policy formulation and key decision making was the function of an “execu- 
tive committee,” composed of the principal program (major organization) heads, 
which met twice daily under the direction of the senior official in charge, 

The overall framework for USDA participation in and the conduct of Opera- 
tion Alert 1956 is outlined in memorandums of June 19 and July 17, signed 
by the Administrative Assistant Secretary (attachments 1 and 2). 

(b) Field organization.—Field coordination of defense mobilization and civil- 
defense activities was effected through eight regional liaison representatives. 
These representatives were strategically located in respect to (a) primary agri- 
cultural areas to be served, (0) accessibility to ODM and FCDA regional rep- 
resentatives, (c) effectiveness of communications, and (d) other factors, in- 
cluding distance and direction from primary target areas. 

Operations during the exercise indicated that it would greatly facilitate the 
coordination and direction of related programs if the ODM and FCDA regional 
headquarters were at the same location and, particularly, if the regional 
organization boundaries of the two agencies could be made the same. 

In addition to the 8 major area locations, 3 secondary stations were activated 
to serve important agricultural needs. They are alternate stations concerned 
with particular agricultural programs which cooperate on specific matters with 
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the USDA regional liaison representative in whose area they are located, re- 
spectively. Through the eight major sites a number of the regular field offices 
were brought into the exercise on a limited participation basis. 

Memorandum No. 1398 and supplement 1 provide further information respect- 
ing the organization and direction of “defense’’ activities (attachment 3). Also 
a memorandum from the Under Secretary dated July 11 is informative on this 
subject (attachment 4). 


8. Adequacy of staffing 


The scope of Operation Alert 1956 and the advance staffing pattern indicated 
the need during a part of the exercise for additional staff in a few areas. As a 
consequence some program specialists, in particular, were required to work in- 
ordinately long hours. The National Relocation Center was continued in opera- 
tion on a 24-hour basis throughout the exercise although a somewhat smaller 
staff was on duty during the night after 10 p. m. However, the principal 
official in charge and staff specialists were immediately available on call at all 
times to handle any urgent matters. Some temporary deficiencies were experi- 
enced in the availability of secretarial assistance and in the staffing of admin- 
istrative services. 


4. Suitability of staff facilities—Repoint 

The local facilities at the National Relocation Center were excellent for 
officing, lodging, and feeding all personnel participating in the exercise. Such 
facilities are believed adequate to serve the staff which might be needed at this 
location during an actual emergency situation. However, only relatively limited 
public transportation serves the location, which could present some problems 
in particular circumstances. 
5. Effectiveness of communications 

Summary of message volume handled: 


Total | Agnet ICs Unclassified Classified 
Number incoming_.._........-.- 1, 758 977 781 1, 746 12 
Number outgoing~ __-__- no 1, 669 1, 346 323 1, 659 10 





The average length of messages originated at Repoint over the ICS network 
was 174 words and over Agnet was 124 words, which were somewhat longer 
than average normal communications traffic. 

The communications system capability and staffing at Repoint were adequate 
te service Operation Alert 1956. Procedures were significantly improved over 
a year ago. All messages were dispatched with reasonable promptness. Many 
delays were experienced, however, in the timely delivery of messages over the 
ICS network and the Agnet using GSA transmission facilities. The most notable 
instance was in reference to message AB35 (250300Z), Summary Evaluation Re- 
port, which was rerun several times on request of Highpoint. Perhaps some 
delays were caused by the communications system being overloaded with ma- 
terial prepared prior to the exercise. If most of such material could have been 
sent to all agencies concerned prior to the exercise the communications systems 
would have been more available for the transmission of urgent messages. 

In general, it appeared that the greatest difficulty in communications was a 
physical one at Highpoint and at GSA relay centers throughout the field. During 
the early part of the exercise the USDA representatives at Lowpoint experienced 
a considerable problem in receiving messages relating to USDA responsibilities. 
This may have been due in part to the lack of a mutual understanding between 
FCDA and USDA respecting the manner in which USDA functions are to be 
earried out. This question is in urgent need of clarification. The National 
Security Agency furnished cryptographic equipment for encoding and decoding 
all classified messages. USDA personnel were trained in military communica- 
tions procedure which was used on the interagency network and also in the 
operation of the cryptographic equipment. 


6. Reports 


It is recommended that no summary or evaluation reports be scheduled in 
future exercises until the exercise is near its close. The requirement of another 
daily report, following a summary report, is an anomaly that undermines the 
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continuity of interest of the rank and file of participants. The daily reports 
were considered a useful devise in the exercise to keep the executive staff, 
ODM, and FCDA currently informed concerning the most important develop- 


ments and about areas of interagency coordination which need clarification in 
order to assure effective operations. 


7. Adequacy of security provisions 


The fact that many of the basic documents—ODA Briefing Document (Secret), 
ODM Key Document (Secret), and USDA Organizational Document (Secret)— 
were highly classified information created operational problems. The situation 
was aggravated and confused by some ODM information being classified secret 
in the yellow “briefing” books while the identical information had been earlier 
and separately distributed as unclassified. Further, the security classification 
and manner or form of transmission of defense orders and other actions based 
upon classified Executive orders and other classified documents need clarification. 

It is urged that future exercises be carried on with a minimum of classified 
documents. In those instances where documents must be classified, they might 
be held for use as policy guidance for the top administrative staffs of the 
agencies and, insofar as possible, an unclassified paraphrased statement be 
provided for operational use. 

The quarters occupied by USDA at Repoint could be effectively secured under 
emergency conditions against unauthorized entrance. Because of the necessity 
of making long-range commitments for exclusive occupancy of particular build- 
ings, and the relatively late revision in the dates for Operation Alert 1956, 
the USDA shared one wing of its headquarters building with an organization 
not participating in the exercise. However, the quarters were blocked off and 
it is believed that adequate measures were taken for the protection of classified 
information under the general conditions pertaining to the exercise. Appro- 
priate safekeeping facilities, in accordance with prescribed regulations, were 


provided for the storage of classified documents not in use. All personnel 
were cleared confidential or higher. 


B. ESSENTIAL WARTIME FUNCTIONS TESTED 


The essential wartime functions and activities tested during Operation Alert 
1956 are commented on in the following paragraphs. Summaries of major 
simulated actions taken as they relate to food and supporting items are con- 
tained in attachments 5, 6, and 7. Summaries of actions taken and evaluations 
of the exercise in respect to (a) defense from biological or chemical warfare 
against animals and crops, and (b) the prevention and control of fires caused 
by enemy attack in rural areas are included in parts III and IV, respectively. 
It should be noted that all of the essential agricultural functions were not 
tested during the exercise. 

General.—Further planning, refinement, and common understanding of the 
emergency organization structure, delegated authorities, and working relation- 
ships are needed. Many of the actions taken by USDA are dependent on pro- 
grams initiated by other agencies. For example, this is true in the fields of 
fuel and energy, transportation, labor, and construction machinery. Advance 
knowledge is necessary of control measures likely to be used, priorities to be 
assigned, and early intelligence on damage to and remaining availability of these 
facilities essential to agriculture. 

Problems were posed in a few of these areas to the delegate agencies but in 
some cases replies were not received. (However, a 77 percent response was 
received, which perhaps would be good under real emergency conditions.) Con- 
sequently, it was not possible in all instances of need for USDA to proceed in 
initiating field actions to supplement field authorities and, thus, to protect the 
interests of agriculture in relation to its importance in a war economy. A simi- 
lar situation arose in relation to the production of food and fiber and in the 
balance and importance of component parts. Rather than being a criticism, 
this merely points out that in this area there is a necessity for prompt actions 
by the responsible agencies as a basis for instituting the long-range steps which 
are essential to an effective food and agriculture program. 

An especially important relationship which needs more precise definition is 
the scope and understanding of ODM-FCDA delegations to USDA and other 
delegate agencies, which in turn hinges on a clearer delineation of the respective 
responsibilities of ODM and FCDA. Still another area which needs careful and 
definitive consideration is the relation of Federal defense mobilization to the 
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powers which would be exercised in an emergency by State governors. It would 
be impossible, for example, to run a food program if orders issued nationally 
could be countermanded in particular States. 


1. Damage assessment 


USDA was amply prepared at Repoint to receive and evaluate damage infor- 
mation, although a number of procedural improvements were made during the 
exercise. Assessment of damages, and their corollary effects, such as large 
movements of evacuees, made possible the early identification of temporary 
critical food-supply areas. 

The nature of the damage information received, including delays in receipt, 
was. such that it was very difficult to develop reliable conclusions on damage to 
food stocks and facilities. More concise summaries of points attacked, ground 
zeros, areas affected by fallout, and related information would be desirable. 


2. Salwage and protection of food stocks 


The exercise indicated that more definitive basic policy decisions are needed 
on such matters as food priorities based on the essentiality of various food 
commodities for purposes of proper utilization of manpower, processing facilities 
and materials required for rehabilitation or the protection and distribution of 
food supplies remaining in good condition after an attack. This problem points 
up the need to reduce the vulnerability of important facilities wherever that 
is practicable, including their location outside the immediate critical areas. 


3. Evaluation of food requirements and supplies 


Generally, the overall food supply appeared adequate for the immediate period 
of the exercise and perhaps for at least a year ahead, based on the attack assump- 
tions for the test exercise. Major problems arose, however, in effecting distribu- 
tion of available supplies due to transportation limitations and very severe 
damage to food wholesale facilities in many important distribution centers. It 
is important that future planning provide for more effective interchange of infor- 
mation between USDA and other control agencies. To illustrate, preplanning 
of such matters as routing and handling of substantial intransit food supplies 
should be agreed upon and should recognize the realities of food needs and 
emergency problems. 

In order to evaluate intelligently problems of food replenishment and initiate 
effective action the USDA needs timely information such as food stocks remain- 
ing, the capacity of remaining food facilities, the scope of the feeding problem in 
specific areas, etc. State and local civil defense and USDA, cooperating, need 
to develop more comprehensive food supply and reporting plans. More em- 
phasis should be placed on development of data on processing plants and distri- 
bution facilities, and the vulnerability of such plants and facilities, in order to 
permit more accurate and comprehensive damage analysis and food availability 
estimates. Also, decisions are needed in the field of credit and other financing 
arrangements to accomplish rehabilitation of processing and distributing facili- 
ties determined to be essential. 


4. Food allocations and distribution control 


The exercise was of too short duration to effectively test a function of this 
kind which, except for the allocation of relatively small quantities of foods to 
meet local emergency requirements, involves the solution of long-range problems. 
It is not possible to reach any conclusive determination on the longer range 
overall food requirements, or the need for allocation or other controls on food 
until the needs of claimant agencies are known. For example, the needs of 
such important claimant agencies as the State and Interior Departments were 
not received during the exercise. Information from the Defense and Commerce 
Departments was not received until the closing hours of the exercise. This is 
understandable because the development of requirements of this magnitude 
requires days if not weeks of preparation. It would be helpful in a future 
exercise to have assumed requirements for all claimancy areas at the outset of 
the exercise. 

It is not clear whether the FCDA or the USDA is responsible for determining 
and acting as claimant agency for civilian food requirements, and whether 
State or USDA is responsible in the Allied Nations claimancy area. Since 
USDA has all the basic information, background, and experience to handle these 
functions, it would facilitate action if food requirements for United States 
civilians, except for local procurements from retail or wholesale outlets to meet 
emergent postattack needs, were clearly delegated to USDA. This area of dele 
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gation is now confused by assignment of claimancy to FCDA and allocaiton to 
ODM (re ODM Operational Assignments Nos. 2:and 10, and FCDA Operational 
Assignment No. 2). Further, the question of whether State (ICA) or USDA 
serve as claimant for Allied Nations requirements should be resolved and clearly 
delegated. USDA and WSA should work out a well-understood plan for the 
handling of price-freeze orders. Similarly, it is essential that effective standby 
plans be developed for the distribution of available foods. To assure timely 
action and effective operations in this area it is essential that present uncer- 
tainties be removed. The exercise showed that USDA must improve its knowl- 
edge of the national wholesale food situation for emergency purposes. Particu- 
larly, USDA should possess data indicating the probable degree of concentration 
of wholesale food stocks in target areas. 

Clarification is needed of the arrangements, if any, that are made with respect 
to the suspension of tariffs where such action might be necessary to implement 
the food supply. Also, it appears that authority has not been delegated to 
USDA to suspend import quotas except in the case of sugar. In order to assure 
an effective food program in an emergency this authority should be provided. 


5. Food procurement and supply 


As reported in attachment 6 summarizing major simulated actions taken, a 
food order was issued outlining the basic rules for the requisitioning of food. 
Also, a related order was issued pertaining to the operation of a food-priorities 
system, and one pertaining to antihoarding of food. USDA field offices were 
issued the necessary procurement instructions and requisitioning authorization 
essential to activating a food-shipment program to alleviate food-shortage dis- 
tress areas. Some clarification is desirable, however, as to the extent to which 


FCDA statutory authority with respect to the requisitioning of food has been 
delegated to USDA. 


6. Food and fiber production 


This area develops and carries out programs to assure the best use of agricul- 
tural resources, and to obtain supply objectives based on requirements and sup- 
ply evaluation. It ineludes administrative supervision to the State and county 
offices which are responsible, among other things, for the application of produc- 
tion goals and incentives on the farm; allocation of essential farm requisites 
and manpower; obtaining essential data regarding production capacities, and 
requirements of materials, equipment, and manpower at the farm level. 

The exercise showed very clearly the urgent need for advance orientation in 
both organizational and procedural matters of personnel at Repoint and at field 
locations. One of the major defects was the need for wider, and better informed, 
participation of field offices in order to make the exercise more realistic. An- 
other major deficiency in the production area was the lack of overall policy 
direction. For example, perhaps basic decisions could be made as to the devel- 
opment of standards or criteria for determining the relative essentiality of 
various commodities—those likely to be most critical in an emergency. This 
would assist planning as to type of production, processing, and distribution pro- 
grams needed. Specific price policy decisions would be most helpful relative to 
type and extent of incentives needed. The development of any standby produc- 
tion program, which would require adjustment to meet conditions actually ex- 
perienced, is greatly influenced by these basic decisions over broad areas. 


7. Nonfood requirements and allocations 


The ability of USDA to operate effectively in future tests or an actual emer- 
gency will depend in great measure on the readiness of USDA itself and of other 
Government agencies with respect to supporting plans and orders, i. e., priority 
assistance, rationing, etc. Insofar as practicable USDA should be informed in 
advance concerning the nature of all possible orders which may affect agricul- 
ture regardless of the control or delegate agency from which the basic orders 
would emanate. USDA could then develop related standby orders, directives, 
and regulations for timely implementation either during an exercise or in 
emergency. Agriculture is a large user of nonfood materials and equipment and 
any readiness actions which can be taken will facilitate and help to assure the 


production, processing, and distribution of an adequate food supply and of other 
products from the land. 


8. Agricultural manpower requirements 


Experience in Operation Alert, 1956, demonstrated that USDA and the man- 
power agencies are in a position to handle manpower problems relating to food 








218 JOINT COMMITTEE ON DEFENSE PRODUCTION 


production in a reasonably prompt and efficient manner. Manpower responsi- 
bilities in USDA are primarily one of liaison and claimancy relationship with 
the manpower agencies, 

Further planning should include the clarification of the manpower assignment 
within USDA in all phases of food management and production and supporting 
activities. Also, methods and procedures should be developed for keeping State 
and local USDA offices and agriculture in general currently advised of the man- 
power responsibilities, policies, and procedures which would be followed under 
the conditions assumed to exist during the exercise. 


9. Other 


Coordination of field activities. The establishment of the USDA regional 
liaison representative organization and the supporting staffs at field communica- 
tions coordination centers was consummated at such a late date that time 
did not permit the providing of an outline of responsibilities and necessary operat- 
ing procedures. As a result delays were experienced during the early part 
of the exercise in activating the field locations on a uniform and coordinated 
basis. This can be overcome, however, to assure prompt and effective action in 
the future by the development and appropriate distribution of realistic basic 
plans and statements of policy, relationships, and procedures for operations at 
the various levels of field-office responsibilities. An important element in in- 
structions for this purpose will be a concise and understandable statement of 
working relations at the regional, State, and local levels with FCDA, ODM, and 
other agencies having defense responsibilities. 


C, OTHER AGRICULTURAL SUPPORTING ACTIVITIES PARTICIPATING IN OPERATION 
ALERT 1956 


In addition to the Agricultural Research Service and the Forest Service (re- 
ports included in parts III and IV), all USDA program agencies were represented 
at the exercise. In some instances these groups participated on a limited scale 
but for the most part acted as observers and as consultants in their specialized 
fields to the functions being actively tested in the exercise. The following pro- 
gram agencies were represented : 

Agricultural Conservation Program Service 
Farmer Cooperative Service 

Federal Extension Service 

Soil Conservation Service 

Commodity Exchange Authority 

Foreign Agricultural Service 

Federal Crop Insurance Corporation 
Farmers’ Home Administration 

Rural Electrification Administration 

The Agricultural Marketing Service and Commodity Stabilization Service 
provide the great majority of staff which activated the food functions tested 
during the exercise. 


PART II. CLASSIFIED INFORMATION 


(Given only limited distribution.) 


PART III. AGRICULTURAL RESEARCH SERVICE—OPERATION ALERT, 1956 
I. SIGNIFICANT ITEMS OF ACCOMPLISHMENT 


The Agricultural Research Service was active at Repoint in combating diseases 
against animals and crops that were deliberately introduced by enemy agents 
as an element of biological warfare. The eradication operations carried on 
through the field offices with the cooperation of State officials were divided into 
three phases: the initial outbreak; wide dissemination of the disease; and 
identification, containment, and eradication of the condition. 


Foot-and-mouth disease 


The initial outbreak of foot-and-mouth disease in the Chicago stockyards and 
in shipments from the Omaha stockyards spread to areas in 12 States. All in- 
fected and exposed animals in the stockyards were eradicated immediately. 
State-Federal emergency disease eradication organizations were activated and 
the areas placed under quarantine. By July 25, all infected and exposed animals 
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in the areas of the 12 States had been disposed of and the premises cleaned and 
disinfected notwithstanding the fact that the success of the effort was seriously 
threatened during the exercise. The lack of State funds in one State for matching 
Federal funds for indemnity payments was overcome by the Secretary’s declara- 
tion of an extraordinary emergency which permitted Federal payment of full 
indemnities. In another State where there was an outbreak in a herd of feeder 
eattle, lack of cooperation by State officials presented a problem because the 
Federal Government does not have authority to enter premises for inspection 
purposes or to require destruction of infected animals even though it was willing 
to pay full indemnity. The owner of the herd was persuaded by other cattlemen 
to agree voluntarily to the destruction of his animals. 


Fowl plague 


An outbreak of this disease appeared in an import shipment in New Jersey 
which indicated the disease was intentionally introduced. Action was imme- 
diately taken to prohibit air-ocean-import-export shipments of livestock and 
poultry to prevent further introduction. New Jersey officials placed a quaran- 
tine on the affected areas of that State. A shipment of pheasants indirectly 
exposed to the disease wus located in North Carolina and with State cooperation 


all infected and exposed birds were destroyed and the farms cleaned and 
disinfected. 


Meat inspection 


The field meat inspection force was reorganized to safeguard the meat supply 
in damaged areas through emergency inspections and provide inspection service 
in support areas where increased production schedules were required. 


Golden nematode 


This dangerous pest, apparently intentionally introduced, was found in a 
seed-potato producing area in Aroostock County, Maine. A cooperative program 
with State officials was promptly developed with the result that the infested 
properties and commodities were placed under State regulation, a survey of 
potato fields started, potato shipments traced, cleaning and fumigating of equip- 
ment started, and Federal regulation imposed to govern interstate shipments of 
host products and other disease carriers. 


Mediterranean fruitfly 


When this pest was found in a citrus packing shed in Riverside County, Calif., 
that State promptly complied with a request that it institute regulations pending 
establishment of a Federal quarantine which requires about 30 days. This action 
prevented movement of unauthorized products from the area. Surveys were 
undertaken to delimit the infestation. 


Khapra beetle - 


When this beetle, one of the most destructive stored grain pests known, was 
found in four Oregon counties, the State immediately established regulations on 
the movement of grain from the infested properties, arrangements were made to 
fumigate infestations, and surveys initiated to determine if there were other 
infested areas in the Columbia River Basin. 


Radiological defense 


This office evaluated and provided information on radioactive fallout relating 
to agricultural processing for ARS, AMS, and CSS action programs. 

In the development of work schedules of farmers in zones affected by fall- 
out, it became obvious that such guidance and directions should be based on a 
balancing of the value of the livestock or crop gains against the damage to or 
possible loss of humans. 


Il. APPRAISAL OF READINESS OF THE USDA TO MEET OPERATION ALERT, 1956, EMER- 
GENCY CONDITIONS WITH COMMENTS ON THE AREAS REQUIRING EMPHASIS IN FUTURE 
PLANNING AND THE STATUS OF SUPPORTING PLANS 


Biological warfare against animals 


The readiness to deal with outbreaks of foot-and-mouth disease and fowl 
plague under existing authority in Operation Alert 1956 proved to be exceptional- 
ly good. The State-Federal plan for handling such outbreaks, based on actual 
experience, proved to be adeguate although future plans should provide for 


84614—57 15 











220 JOINT COMMITTEE ON DEFENSE PRODUCTION 


Federal authority to carry out eradication activities in States where coopera- 
tion is lacking. 


Meat inspection 


The highly decentralized meat inspection organization demonstrated that it 
could operate effectively with a minimum of central direction. 


Biological warfare against crops 


While there was general readiness to cope with the problems of checking 
or eradicating infestations of plant pests there is some need for strengthening. 
There were indications that some confusion exists in the field as to geographical 
areas of responsibility between USDA and FCDA boundaries. There was need 
for more records at Repoint and better indoctrination of field personnel. 


Radiological defense 


Operation Alert 1956 emphasized the importance of and the need for experts 
in the field of radiation to deal with problems relating to the hazards of radio- 
active fallout. 

Since ARS conducts research in the field of radioactive isotopes, works in 
close cooperation with AEC and has a number of personnel trained and ex- 
perienced in this field, it is suggested that for future operations and for the 
emergency organization, that this office of damage assessment and radiological 
defense be developed as the Department’s source for technical and expert ad- 
vice and information on problems dealing with radioactive fallout in agricul- 
tural areas. This service would be made available to those agencies of. agri- 
culture whose activities in the food field will be determined by the degree of 
contamination in the area. 

The preparation of a minimum exposure schedule indicated that the denial 
periods suggested by ODM late in the exercise should be reviewed and ap- 
proved by FCDA and AEC with the final table presented as a guide for future 
operations and emergencies. Such schedules should be based on denial periods, 
predicted isodose zones, effect of radiation levels on humans of different ages, 
and other infermation disseminated by HEW, FCDA, and AKC. Where repre- 
sentatives of these agencies are not available in affected areas, guidance based 
on such schedules might be given by county agents or other local USDA per- 
sonnel. 


Til. SUGGESTIONS FOR IMPROVEMENT IN THE CONDUCT OF THE EXERCISE 


The location of ground zeros and fallout patterns are essential to effective 
planning. Adequate and timely data for damage assessment purpose should 
be made available. 

Consideration should be given to stockpiling of materials essential to plant 
pest control which may be in short supply because of foreign origin. An exam- 
ple is oil of angelica seed which has recently been developed as an efficient 
medfly lure. 


Iv. A LISTING OF ALL MAJOR MATTERS NOT SATISFACTORILY RESOLVED, INCLUDING 
THOSE DUE TO FAILURE TO GET DECISIONS FROM, OR THE COOPERATION OF, OTHER 
AGENCIES AND SUGGESTIONS FOR CORRECTION 


There is no Federal authority to proceed with measures to eradicate out- 
breaks of animal and poultry diseases where States are unwilling to cooperate. 
While this presents no problem in regular cooperative programs on diseases com- 
mon to this country, it could be costly in case of an outbreak of a foreign disease. 
Near the end of Operation Alert 1956, the FCDA Administrator delegated cer- 
tain authorities to the USDA which may provide the necessary authority under 
emergency conditions to deal with such outbreaks. 

Emergency plans are inadequate for other agencies informing USDA of new 
port and air facilities for international traffic so that proper quarantine in- 
spection arrangements can be made to avoid the hazards of introducing new 
animal and plant diseases. 

An effective priority system for aircraft, fuel and repairs for control of 
agricultural and forest pests should be worked out and approved in advance. 

Consideration is being given to amending the Plant Quarantine Act to author- 
ize the ARS Administrator to promulgate emergency quarantines without a 
hearing. Under normal conditions, hearings are required that may take up to 
30 days. 
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Knowledge necessary for the assessment of types and extent of radiation 
damage to animals is far too slight for establishment of standards of livestock 
damage, particularly in the most needed zones of low or medium fallout. 

There are inadequate guides and information establishing radiation tolerances 
for man and for clearing such information with AEC, FCDA, and USPHS. There 
is also a lack of clear delegation of responsibility for attention and action in 
this area as it concerns farmworkers tending livestock and crops. Attention 
should also be given to the problem of dealing with the danger of human beings 
involved with the processing of agricultural commodities. Agricultural officials 
will be prepared to recommend the use or salvage of commodities that have been 
exposed to radioactive fallout insofar as their wholesomeness for food is con- 
cerned. The danger to people who will be involved in the slaughtering and proc- 
essing of such products would seem to be the logical responsibility of the Public 
Health Service. However, it would seem that the unavailability of Public Health 
Service personnel to meet these problems where they arise would appear adequate 
reason for a clear statement as to the delegation of responsibility for this phase 
of the protection of man from radioactive exposure. 

Clarification is needed of delegation from FCDA to HEW regarding the move- 
ment of radioactively contaminated food products from rural contaminated 
areas. Assignment of responsibility for establishment and enforcement of 
quarantines is uncertain. 

Information should be developed on protective clothing for farm workers in 
fallout areas. 

A clear delineation of responsibility between USDA and FCDA should be made 
as to educational materials needed for emergency conservation and utilization of 
household food, clothing, textile furnishings, and equipment. 


PART IV. FOREST SERVICE—-OPERATION ALERT 1956 
I. SIGNIFICANT ITEMS OF ACCOMPLISHMENT 


In carrying out the FCDA delegation on rural fire defense, the National Rural 
Fire Defense Committee, consisting of representatives of the Department of Agri- 
culture (Forest Service and Extension Service), Department of the Interior, and 
the Association of State Foresters, was active at Repoint. Each of the eight 
USDA area headquarters was manned with a Forest Service representative and 
fire personnel. Some State rural fire defense committees were activated. 

Fire problems and actions carried out with field representatives of rural fire 
defense in all USDA regions involved more than 1,200 fires, both actual and. simu- 
lated, covering an area of approximately 1 million acres. Many of the large prob- 
lem fires in west coast areas were still uncontrolled at the termination of Oper- 
ation Alert, due to radiation and to difficulties in securing equipment, manpower, 
supplies, and transport priorities. 

Action was undertaken in planning for increased production of naval stores 
to replenish stockpile losses and in planning emergency use of ASC county 
offices. 

Without specific delegation or request from the Department of Commerce the 
Department (a@) determined the part that national forest timber can play in 
alleviating an acute lumber shortage, and (0b) facilitated the use of surplus pulp- 
wood in Georgia for use by pulp mills in other States. 

To meet field operating needs, authority was delegated to (@) make local pur- 
chases of supplies from commercial sources, and (b) extend authority under the 
emergency financing system to include obligations and expenditures for fighting 
fires to all rural lands regardless of ownership, 


Il, APPRAISAL OF READINESS OF THE USDA TO MEET OPERATION ALERT 1956 EMERGENCY 
CONDITIONS WITH COMMENTS ON THE AREAS REQUIRING EMPHASIS IN FUTURE 
PLANNING AND THE STATUS OF SUPPORTING PLANS 


A. There was no understanding with ODM and Commerce on ways’in which 
the Forest Service could assist in appraising damage and maintaining produe- 
tion in the forest products industries. Clear-cut plans will need to be developed. 

B. The Forest Service planning programs, including that for rural fire defense 
delegation, were not sufficiently complete to have established and submitted 


estimates to delegate authority of essential needs of food, manpower, gas, oil, 
transportation, clearance, etc. 
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C. Rural Fire Defense plans had not been completed by States and FCDA 
regions. Hence, the interagency communication network at local levels did not 
function compietely. 

D. The lack of a stockpile of specialized rural fire-fighting equipment items 
was very apparent. Such equipment is urgently needed. 

The test showed that with some amplification the Forest Service radio net- 
work will be an effective auxiliary communication system. Needs for this use 
will be considered in plans for stockpiling. 

An effective priority system for fire-fighting needs, including transport, man- 
power, and equipment, should be werked out and approved in advance. 

In general, because the Forest Service delegations involve types of work which 
are normally being carried out—except for scale of operations—with a highly 
decentralized organization, the alert showed a readiness and ability to function 
up to the point under an emergency where priority functions of other agencies 
under their responsibilities made correlation necessary. That is the major bottle- 
neck to prompt and effective fire-control action. 


III. SUGGESTIONS FOR IMPROVEMENT IN THE CONDUCT OF THE EXERCISE 


In general, the ODM and FCDA instructions for the conduct of the exericse 
should more specifically recognize the relative importance of fire control in order 
to place its operation on a proportionate competitive basis with other claimant 
agencies for essential facilities and resources necessary to properly redeem its 
delegated responsibility. This recognition, as indicated below, would provide for 
greater utilization of the instructions within the rural fire-defense organizaton 
and reduce the extent of rewriting to efficiently activate fire forces. 

The National Rural Fire Defense Committee suggests that provision be made 
for technical counsel to liaison representatives of USDA at Lowpoint and regional 
FCDA locations. The State civil-defense organizations should be activated in 
future exercises to provide a better test of preparedness. 

Determination should be made prior to an emergency as to the extent freedom 
can be granted to delegate agencies in using their essential faciilties and 
resources. 


Iv. A LISTING OF ALL MAJOR MATTERS NOT SATISFACTORILY RESOLVED, INCLUDING 
THOSE DUE TO FAILURE TO GET DECISIONS FROM, OR THE COOPERATION OF, OTHER 
AGENCIES AND SUGGESTIONS FOR CORRECTION 


A. The exercise disclosed a need for a master plan which outlines how Rural 
Fire Defense operates in an emergency, including its relationship with FCDA 
and ODM, at all levels. 

FCDA Delegation 2 to Agriculture and redelegation to the Forest Service of 
functions relating to the prevention and control of fires in rural areas is a full 
delegation to take direct action in an emergency. Rural fire defense plans are 
being organized on this basis and will be completed in this manner unless advised 
otherwise. 

(1) Regular forest and rural fire protection agencies will continue to handle 
fires in an emergency to the maximum extent possible with their facilities. 

(2) Within a State, cooperating agencies wil! call upon each other for assist- 
ance as provided in State rural fire-defense plans. Each State committee will 
have an executive officer to direct coordination in an emergency. 

(3) Problems and needs which cannot be handled within a State will be 
referred to the regional USDA liaison officer, who will have an adequate fire 
staff. 

(4) Problems and needs which cannot be handled within a region will be 
referred to Agriculture Repoint for action. The national Rural Fire Defense 
Committee will have an adequate executive staff at Repoint to handle rural fire 
matters. The national committee will meet on policy matters and direct inter- 
regional coordination. 

(5) FCDA—During an emergency the FCDA rural fire offices will be contacted 
only where problems in obtaining men, materials, equipment, and transport can- 
not be solved within the means available to the fire action agencies and support 
in obtaining assistance must be obtained from higher authority. The job of 
FCDA in these cases will be to provide such assistance in breaking bottlenecks 
so the action agencies may proceed with the fire-control job. 

This contact with FCDA will take place at the following levels: 

(a) At State levels between the State RFD executive officer and the State FCDA 
representative. 
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(b) At regional levels between the Forest Service fire representative and the 
regional FCDA office. 

(c) At the national office between Repoint and Lowpoint. Every effort will 
first be made to secure local priority action in problem solutions. 

B. It is desirable that there be added to the list of specific essential emergency 
functions such activities as timber production, both on national forests and State 
and private lands, and national forest grazing. 

The procedures for obtaining priorities and the establishment of rural fire 
fighting as an activity requiring such priorities in claiming transport facilities, 
supplies, rural fire-fighting equipment, and manpower is not satisfactorily solved. 
Fire control work is of such a nature that even an hour’s delay is serious. For 
that reason, advance priorities are essential. More advance work with FCDA, 
ODM, and others is needed. 


PART v. “EMERGENCY FINANCIAL SYSTEM”—OPERATION ALERT 1956 


The proposed emergency financial system, issued for testing during Operation 
Alert 1956, is a basically sound and workable plan which with minor modifica- 
tions, with necessary clarification of a few points, and with the opportunity for 
placing all personnel concerned in a state of readiness with respect thereto, 
should provide adequately for the administration of necessary budgetary and 
fiscal functions under emergency conditions. 

The plan was not made available in sufficient time before Operation Alert 1956 
to permit a thoroughgoing analysis and appraisal, or to allow the kind of 
advance preparation which would be required to make a full and complete test. 
Primarily for this reason, and at the request of the Bureau of the Budget, the 
test in the Department of Agriculture was limited to three specific areas and 
was implemented in the field on a very restricted basis. Despite this, we believe 
the test was valuable in developing a number of problems which must be overcome. 

It became evident early in Operation Alert that there is need for a uniform 
understanding among the agencies regarding the relationship of the emergency 
financial authorities to the emergency functions of the agencies, particularly 
delegated responsibilities. This became apparent when FCDA requested esti- 
mates of financial requirements, presumably in order to allocate necessary 
funds for carrying out activities delegated by that agency. It was our under- 
standing that (contrary to the usual practice in the financing of peacetime 
activities) the emergency financial authorities, including the use of funds under 
the Emergency Appropriation Act of 1957, would be exercised directly by each 
agency for all emergency functions, including delegated functions. In other 
words, ODM, FCDA, etc., would not be expected to furnish funds for carrying 
out responsibilities delegated by them; instead, the delegate agencies would pro- 
ceed directly to invoke the authorities of the Emergency Financial Act of 1956 
and to utilize funds made available under the Emergency Appropriation Act 
of 1957. We believe this interpretation to be consistent with the proposed 
Executive order and it would have the advantage of avoiding lost motion and 
delay in operations while awaiting the allocation of funds from another agency. 
This interpretation was confirmed by the Bureau of the Budget during Operation 
Alert. We recommend that steps be taken to make sure that all agencies 
understand this basic concept. 

We have a number of comments on the plan as outlined in the proposed legisla- 
tion, Executive order, and Budget Bureau circular. 

We believe section 5 of the proposed authorizing act should be changed to read 
substantially as follows (new language underscored, language to be deleted 
enclosed in brackets) : 

“The President shall establish on a standby basis and maintain in readiness an 
emergency financial system for the executive branch of the United States Gov- 
ernment, consistent with emergency accounting principles and standards author- 
ized to be established under section 6, which may provide for [fiscal operations 
to be conducted] obligating, erpending, and utilizing, during an emergency, funds 
and financing authorizations available to the executive branch of the Government 
prior to the emergency without regard to existing laws controlling or regulating 
the obligation [or] expenditure, or utilization of such funds or financing author- 
izations [of public funds,] or relating to fiscal limitations or procedures, as may 
be necessary to carry on essential functions during [an] such emergency.” 

This change would spell out and more clearly authorize the use of preemer- 
gency funds and financing authorizations on the basis contemplated in the plan. 
This type of clarification of the proposed basic authority seems to us to be highly 
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desirable and necessary to assure the essential flexibility contemplated by the 
overall system. Without it, it is not clear that preemergency funds could be 
used to finance emergency functions not presently carried on as a regular program 
responsibility. 

A related matter, which requires clarification in the Executive order and the 
Budget Bureau circular, concerns the application of the instructions to funds 
other than appropriations. In this Department, it is of particular importance 
to establish the status of the CCC borrowing authorization and Federal Crop 
Insurance Corporation capital funds under emergency conditions. It may be 
desirable to provide in the instructions for specific determinations to be made in 
advance by the Bureau of the Budget, in consultation with the agency concerned, 
with respect to the use during an emergency of financing authorizations other 
than appropriations. 

Another area which is subject to misunderstanding has to do with the scope 
of the emergency financial system. It should be made abundantly clear that, 
while the plan affords wide latitude in the financing of emergency functions, it 
does not, in and of itself, provide basic authority for the conduct of such func- 
tions. It should be emphasized that emergency functions carried out by an 
agency must be authorized in basic legislation or must be based on delegated 
authority from ODM, FCDA, or other agencies authorized to make such delega- 
tions. Any misunderstanding on this point could well result in chaotic operating 
conditions during an emergency. 

We believe there is a basic inconsistency between the emergency financial 
system and “Plans for Continuing Disbursing for Civilian Agencies of the Gov- 
ernment in the Event of an Hmergency (Revision No. 2),” issued by the Treasury 
Department. Under the Treasury plan, new symbols and titles will be estab- 
lished for use during an emergency and new disbursing arrangements will be 
made, The emergency financial system contemplates the use of existing systems 
to the extent practicable and will provide supplemental emergency funds under 
the existing account symbols and titles. This is a conflict which obviously must 
be resolved before the emergency financial system can be put into effect. 

Paragraph 4c of the Budget Bureau circular specifies that “unused alloca- 
tions of emergency funds will automatically expire at the close of business 15 
days after the appropriation act becomes law” when an appropriation act for an 
essential function is passed. This appears to be inconsistent with section 3 of 
the authorizing act which states that such funds shall not remain available for 
any particular function after (@) enactment into law of any definite appropria- 
tion available for that function, or (0) enactment of the applicable appropri- 
ation act without any provisions for that function. The act does not seem to 
allow for any period of use after enactment of such appropriation act. How- 
ever, if a period of time is to be allowed, 30 days appears to be more realistic 
than 15 days. 

In section 2 of the authorizing act, we believe the word “permanent” should 
be deleted. 

In paragraph 2 of item 7 of the Budget Bureau circular, it is assumed that 
the inclusion of the words “To the extent possible” would relieve agencies of 
any unreasonable burden incident to supplying the specific types of information 
and justification data enumerated. It might be particularly difficult to supply 
under emergency conditions the backup data on personnel and obligations by 
objects. 

Another matter which needs to be clarified is the nature of the authority 
granted under the emergency plan to use preemergency funds without regard 
to preemergency restrictions on their use. We understand from informal dis- 
cussion of this concept that it does not envision that all funds in an agency 
could be merged into a single account, even though the authority is seemingly 
stated broadly enough to permit this. It would be very desirable to state more 
precisely what this instruction is intended to authorize. 

In the last paragraph of the Proposed General Accounting Office Emergency 
Accounting Principles and Standards it is suggested that some of the philosophy 
of the proposed Executive order be included by inserting the following words 
at the end of the last sentence: “except that where it is impracticable or im- 
possible to follow such prescribed accounting procedures, each responsible 
officer or employee shall be held accountable only in cases of bad faith or lack 
of due care.” 

Our evaluation of the test of the emergency financial system conducted by 
this Department during Operation Alert 1956 is that the plan is basically one 
that will work. The agencies of the Department which participated were able 
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to prepare the financial schedule and justification without too much difficulty. 
A copy of the submission to the Bureau of the Budget is attached. However, 
we cannot emphasize too strongly the very real necessity for adequate advance 
preparation of all concerned with respect to the nature and operation of the 
emergency financial plan. No thorough evaluation of the Department’s ability 
to operate or of the problems which must be overcome in establishing fiscal 
processes on an emergency basis can be made until overall directives are issued 
to require a system to be established and in a state of readiness throughout ‘the 
Department. Unless and until this is done, the Department will not be prepared 
for an emergency from the standpoint of budgetary and fiscal administration. 


PART VI. ESTIMATED COST OF PARTICIPATION 


1. National relocation center—repoint: 
(a) Out-of-pocket costs: 


Travel expuliiegucu. Ae nla $14, 820 
Other : 
Comesumientione 2.2..:'5. 655 2 6, 835 
Truck and space rental_.-L_..----u---_- 2, 089 
Miscellaneous 251i el i ce i 141 
—————. $23, 885 
Salaries (overtime paid and CT) -~------_.L+----_-_- 3, 730 
Total estimated out-of-pocket cost—repoint__.._.-.__ 27, 615 
(b) Salaries of participating personnel__........-...-.-----.- 46, 559 
Total estimated cost—repoint___...----..-_--__--.--ua 74,174 


2. Field locations: 
(a) Out-of-pocket costs: 


Travel ekpehses@u i.e uu Le Se $18, 579 
Other: 
Communications 2020 Ue Lé abel iu 5, 000 
Biiscelianeows) 2. 2.151) wives 1, 303 
————._ 24, 882 
Salaries (overtime paid and CT) ---.-.---.__-__-_- i, 760 
Total estimated out-of-pocket costs—field__..._._.___ 26, 642 
(b) Salaries of participating personnel__.-.___...____-__________ 37, 530 
FOtal ‘Gutininted’ ' coot=Teig i) oso ee ee 64, 172 
Total out-dP-peciet costen 8: 22S ee Se ee 54, 257 
Totel' (éonteToated) ‘Palate. Eee Se Ss 84, 089 
Grand total cost of erences, oo ee 138, 346 
OPERATION ALERT 56, No. 1 
UntrtTep States DEPARTMENT OF AGRICULTURE 
OFFICE OF THE SECRETARY 
Washington, D. C. 
JUNE 19, 1956. 


MEMORANDUM TO HEADS OF DEPARTMENT AGENCIES 


Participation of United States Department of Agriculture in Operation Alert 
1956 


On July 20-26, the United States Department of Agriculture will participate 
actively in the test exercise Operation Alert 1956 sponsored jointly by the 
Federal Civil Defense Administration and the Office of Defense Mobilization. 
The exercise is designed to test our capability to cope with problems arising 
from hypothetical enemy attack on the United States. 
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Attached is a basic outline covering USDA participation in Operation Alert 
1956. It is requested that you make it available in whole or in part to Wash- 
ington divisions and field offices in need of it. Additional copies of the outline 
may be obtained from Secretary’s records, extension 3337. 

Part I of the outline is a general explanation of Operation Alert 1956. Part 
II summarizes the specialized activities of USDA. It should be noted, how- 
ever, that agencies and agency personnel who are being designated to take part 
in specialized roles will receive additional detailed instructions. Part III of 
the outline applies to cooperation in more general phases of the civil defense test. 


Rap S. Roserts, 
Administrative Assistant Secretary. 


OUTLINE COVERING PARTICIPATION OF THE UNITED STATES DEPARTMENT OF 
AGRICULTURE IN OPERATION ALERT 1956 


I. OPERATION ALERT 1956 


A. Purpose 


Objectives of Operation Alert 1956 are: 

1. To acquaint personnel with the types of problems which a massive attack 
with nuclear weapons against United States might generate, and to train per- 
sonnel in the performance of essential functions, tasks, and operations related 
to such problems. 

2. To test the national readiness to cope with a massive nuclear attack on 
the United States, including the readiness of— 

(a) The Federal Government, at all levels, to perform its essential wartime 
functions ; 


(b) The civil-defense organization, at all levels, to carry out its planned op- 
erations; 

(c) The Military Establishment, at all levels, to initiate actions required by 
general war and render support and assistance to civil authority and civil-de 
fense operations, consistent with the execution of its primary missions ; 

(d) The resource agencies, at all levels, to mobilize and allocate national re- 
sources to meet requirements. (USDA is the responsible resource agency for 
food.) 

3. To reveal deficiencies as a basis for further training, corrective action, pro- 
gram evaluation, and policy determination. 


B. Nature and scope of simulated attack 


The test exercise assumes a simulated nuclear bombing attack on 76 targets. 
These targets are located in the continental United States, Alaska, Canal Zone, 
Puerto Rico, and one point in Canada. The targets include 63 cities or groups 
of adiacent cities, 9 airbases and 4 AEC installations. Areas which are -not 
hit will serve as support areas for those which are hit. About 78 percent of the 
simulated bombs directed at the targets in this exercise will be surface bursts 
which would be assumed to produce dangerous radioactive fallout. 

In addition to assumed damage resulting from the single massive nuclear 


bombing attack, the enemy could be expected to exploit any and all means to 
injure the United States through— 


1. Mining of ports and approaches; 

2. Submarine attacks against shipping off the United States coasts; 

3. Submarine-launched rocket and missile attacks against shore installations; 

4. Commando-type raids against isolated targets of prime military impor- 
tance; and 


5. Sabotage and covert activities with chemical, biological, atomic, and other 
weapons. 


C. Timing 


Operation Alert 1956 will be conducted over a period beginning at 10 a. m., 
e. s. t. (1500 Z, Greenwich time), July 20, 1956, and ending 11 a. m., e. s. t. (1600 Z, 
Greenwich time), July 26, 1956. During Operation Alert 1956 action will be 
taken as nearly as possible in accordance with the sequence which would be 
followed in an actual emergency. Although time will not be telescoped as it was 
in Operation Alert 1955, action simulated during the exercise need not be 


confined to the first 7 days after attack if longer range actions also require 
analysis and testing. 
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D. Other 


The simulated attack pattern and other general background for Operation 
Alert 1956 will be found in program memorandum X-7, supplement 1, issued by 
the Office of Defense Mobilization and Standards for Operation Alert 1956 issued 
by the Federal Civil Defense Administration. A few copies of these ODM and 
FCDA documents have been distributed separately. Additional copies may 
be obtained from the Food and Materials Requirements Division of CSS (exten- 
sion 5621) or from the Special Services Division of AMS (extension 4445). 


Il. TESTING OF USDA RESPONSIBILITIES IN OPERATION ALERT 1956 


The USDA will participate actively in Operation Alert 1956 with emphasis 
on the adequacy of its planned wartime organization, effectiveness of relocation 
planning at headquarters and in the field, regional coordination, and ability to 
solve problems relating to essential wartime functions at headquarters and field 
levels. Program problems will cover food responsibilities delegated by the 
Federal Civil Defense Administration and the Office of Defense Mobilization, 
rural fire responsibilities delegated by FCDA, responsibilities relating to biologi- 
cal and chemical warfare against animals and crops delegated by FCDA, and 
appropriate supporting activities. 


A. Organization for the Operation Alert 


1. Repoint—USDA will carry out its headquarters responsibilities during 
Operation Alert 1956 by utilizing its wartime organization structure and will 
operate from the departmental relocation center, “Repoint.” The Repoint staff 
will include a nucleus for all major units of the wartime organization and war- 
support activities having delegations from the Office of Defense Mobilization 
and the Federal Civil Defense Administration. Those who will participate are 
being notified separately. Appropriate staffing lists, operating procedures, and 
program problems for use at Repoint will be developed by the agencies most 
directly concerned, and these will be cleared witb the Secretary’s Office prior 
to the test exercise. In the food area, for example, the Commodity Stabilization 
Service and the Agriculture Marketing Service will develop necessary plans 
cooperatively, using joint defense records and planning committees and consulting 
with other agencies as necessary. 

2. Field.—In the field USDA regional liaison representatives on defense mo- 
bilization and civil defense activities (designated by Secretary’s Memorandum 
1398 and supplement 1 thereto) and their advisory staffs will be active during 
Operation Alert 1956, as will representative field offices which have a major role 
in wartime operations. 

Field instructions relating to food operations will be developed cooperatively 
by the Commodity Stabilization Service and the Agricultural Marketing Service 
and will encompass certain supporting activities. The Forest Service and the 
Agricultural Research Service will utilize such personnel and field offices as 
appear to them necessary in discharging responsibilities for rural fires, and 
chemical and biological warfare, and will prepare appropriate operating in- 
structions for these offices. Other agencies of the Department which have 
essential wartime functions may notify their field offices to be ready for such 
participation in Operation Alert 1956 as they deem necessary. 

Agencies of the Department will clear all proposed Operation Alert instrue- 
tions to their field offices with the Secretary’s Office before they are issued. 
Copies of these field instruction will be sent to the USDA regional liaison 
representatives through the office designated in Secretary’s Memorandum 1398 
for servicing these representatives. 

Operation Alert instructions will be consistent with the general guides which 
are contained in the following paragraphs. 


B. Basic operating guides 


1, Phasing.—During the first 3 days, July 20 through 22, emphasis will he 
Placed on activation of relocation sites at the headquarters and field levels, 
assessment of damage, and initial emergency actions. In the food area, initial 
emergency actions will include support to civil defense, the military, and other 
emergency claimants. 

During the next 4 days, July 22 through 26, primary attention will be given 
to the resolution of problems or situations. Some of these problems may have 
to be identified in advance. 
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2. Field office operations.—The head of each field office participating in the 
exercise will look to his agency head at Repoint for administrative direction, 
and he will look to the USDA regional liaison representative for coordination 
of all matters which involve liaison with the regional mobilization committees 
of the Office of Defense Mobilization or regional representatives of the Federal 
Civil Defense Administration. Field office heads will carry out their emergency 
responsibilities without reference to higher authority whenever this can be done 
without exceeding their delegated responsibilities. Field office heads may con- 
sult as necessary with field representatives of other agencies of the Department. 
Any such consutatilon must emphasize that actions during the exercise are 
taken on a simulated basis only. 

If the field offices cannot solve a problem, and communications with Repoint 
are cut off (or assumed to be cut off), the head of the office will refer the 
problem to the USDA regional liaison representative. 

3. Operations of regional liaison representatives.—Each USDA regional liaison 
representative will be coneerned primarily with matters which involve liaison 
with regional mobilization committees of the Office of Defense Mobilization or 
regional representatives of the Federal Civil Defense Administration. He will 
coordinate action which may be required to take care of these matters in his 
region. If it should appear after consultation with his advisory group that 
appropriate action cannot be carried out in the region, he will refer the problem 
in question to Repoint. 

Hach USDA regional liaison representative will keep Repoint informed as to 
the general activities in his region whenever communications are available to 
do so. 

Problems referred to the USDA regional liaison representatives will be solved 
under their direction whenever communications with Repoint are not possible 
(or are assumed not to be possible). 

4, Repoint contacts with field organizations.—Repoint will maintain contact 
with USDA regional liaison representatives on all matters which require liaison 
with the regional mobilization committees of the Office of Defense Mobiliza- 
tion or regional representatives of the Federal Civil Defense Administration. 
It will also work directly with field offices participating in the exercise on matters 
which relate to the respective offices. 

Repoint will also keep the USDA regional liaison representatives informed 
as to national problems and situations as they may affect the respective regions 
and of major problems and situations pertinent to a particular region. Such 
notifications are subject, of course, to the availability of actual or assumed 
communication facilities. 

5. Assistance to State and local civil defense organizations.—Some USDA 
personnel in the field may receive requests for assistance and advice from 
State and local civil-defense personnel. Such advice and assistance will -be 
rendered wherever possible with the understanding that USDA can take no 
oficial action except on requests which have been forwarded through the 
Federal Civil Defense Administration regional channels to the USDA regional 
liaison representatives and on to Repoint. 


C. General guides relating to staffing and to emergency sites 


1. Repoint.—The full Operation Alert staff at Repoint will be around 300 

employees. Only a portion of these will function at Repoint on July 20, 21, 
, and 22. The remainder will arrive at Repoint on the afternoon of July 22 

and the full complement will be active from that time until the end of the 
exercise. Personnel to be involved on July 20, 21, and 22 will include policy 
personnel and an adequate staff for damage assessment, communications, and 
the solution of spot problems. 

2. Field.—USDA regional liaison representatives or their alternates will func- 
tion from July 20 through 26 at relocation sites of the regional mobilization 
committees established by the Office of Defense Mobilization. The advisory 
groups assisting USDA regional liaison representatives will function from July 
20 through 26 at the USDA alternate regional liaison headquarters. A list- 
ing of sites where the regional mobilization committees, regional offices of the 
Federal Civil Defense Administration, and USDA alternate regional liaison head- 
quarters will function during Operation Alert 1956, together with the States in- 
cluded in the various defense regions, will be issued separately. 

The personnel at the USDA alternate regional liaison headquarters will also 
include some personnel from participating field offices of the Department. For ex- 
ample, the Operation Alert staff from the CSS Dallas commodity office will be 
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located at College Station, which is also the USDA alternate regional liaison 
headquarters, Many field participants, however, will operate from locations other 
than the USDA alternate regional liaison headquarters, either at their regular 
office locations or at other designated headquarters. 

In all eases it is necessary that the agencies of the Department take steps well 
in advance of the exercise to designate the field personnel who will participate 
and to specify the location and nature of their participation. There is. no fixed 
formula for determining the size of the Operation Alert staff in participating field 
offices which have essential functions. Agencies of the Department should select 
enough for a good test but should not impair seriously ability to continue current 
operations. 

Agencies may use discretion in determining whether to use the full Operation 
Alert staff in participating field offices on the first 3 days or simply a skeleton force 
with the full Operation Alert staff available from July 22 to the end of the 
exercise. 


Work schedule 


For purposes of Operation Alert 1956, hours of operation at Repoint and at all 
USDA alternate regional liaison headquarters will be from 10 a. m., e. s. t., to 
10 p. m., e. s. t., during the first 6 days of the exercise. (On the west coast, for 
example, operations at the USDA alternate regional liaison headquarters will be 
from 7 a. m., Pacific standard time, to 7 p. m., Pacific standard time.) On the 
seventh day of the exercise (July 26) hours will be from 8: 30 a. m., e. s. t., to 
11 a. m.,e.s.t. Agencies of the Department may prescribe their own hours for 
participants in other offices. 

During the operations period at Repoint and at the USDA alternate regional 
liaison headquarters there will be only one shift. Supervisors. will, however, 
stagger the hours of personnel, permitting them to take time off for meals and rest 
at appropriate intervals when the workload is relatively slack. Supervisors will 
maintain contact with their personnel wherever they are so that the entire force 
can be mobilized at periods of peak workload or to solve any unusually difficult 
problems. Under this system no employee would be required to work more than 
an 8-hour day. 

In addition to these standard hours, arrangements at Repoint will be made to 
man special communications equipment, such as teletype, for a 24-hour period 
for the first 6 days. Arrangements will be made to man special communications 
equipment at the USDA alternate regional headquarters for a 16-hour period for 
the first 6 days from 10 a. m., e. 8, t., until 2 a. m., e. s. t. Hours of duty arrange- 
ments for communications personnel will be made on the assumption of an 
8-hour day for each participant. Communications for both Repoint and_ field 
will be covered on the seventh day during the period of active program, opera- 
tions. 


E. Designation of communications 


The first 4 and the last 4 words of all simulated communications transmitted 
as a part of Operation Alert 1956 must be “UNCAP—Test exercise only.” 


F. Records 


Each division of the wartime organization operating at Repoint will maintain 
a log of actions taken during Operation Alert 1956. A similar log will be main- 
tained by each USDA regional defense representative and by each field office 
which is functioning in connection with the’ exercise. All offices will maintain 
at least one extra copy of all communications sent out in connection with the 
exercise which can be used afterward in evaluating the operations and in pre- 
paring an evaluation report. 
G. Security 


The location of Repoint remains confidential and some documents at the 
Secret security level will be used at Repoint during Operation Alert 1956. No 
cone will participate at Repoint who does not have at least confidential security 
clearance. There will be enough persons with secret clearance in each segment 
to permit the handling of secret documents. 

Emergency office sites in the field will be termed “alternate headquarters” 
and the location of these sites will not be classified for security. Every effort 
will be made to minimize the use of classified material at the field level. In 
general, it will not be necessary for participants in the field to be eleared for 
security. However, if personnel with security clearance are available it will 
be helpful to use them in case the use of some classified material is unavoidable. 
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III, ADDITIONAL PARTICIPATION OF USDA 


In addition to participation in phases of Operation Alert 1956 which pertain 
to special responsibilities of USDA, Washington and field offices of USDA will 
cooperate as required in local civil defense activities relating to protection of 
people and property. This means, of course, that where directed to do so, per- 
sonnel will evacuate buildings, go to shelters, or take other action on signal 
or direction except where a skeleton force is needed to maintain operations which 
cannot logically be interrupted by civil defense exercises. 


OPERATION ALERT 1956—No. 2 
(Revised) 


Unitep STATES DEPARTMENT OF AGRICULTURE 
OFFICE OF THE SECRETARY 


Washington, D. C. 
JuLy 17, 1956. 


MEMORANDUM TO PARTICIPANTS IN OPERATION ALERT 1956 aT REPOINT—CoONDUOT 
OF THE EXERCISE AT REPOINT 


I, BASIO PLAN 


Basically, the purpose of Operation Alert is to develop capacity to cope with 
emergency situations which might arise in event of attack on the United States 
with nuclear weapons. 

Repoint is the headquarters for the emergency food program under respon- 
sibilities delegated by ODM and FCDA, the program relating to rural fires 
and biological and chemical warfare against animals and crops as delegated 
by FCDA, as well as related supporting activities. 

The exercise will begin at Repoint and elsewhere on July 20 at 10 a. m., e. s. t., 
and will conclude at 4 p. m., e. s. t., on July 25. From July 20 through July 22 
emphasis at Repoint will be placed on activation of the relocation site, develop- 
ment and refinement of internal operating procedures, assessment of damage, 
and initial emergency actions. During the last 3 days, from July 22 to July 25, 
attention will be given to the resolution of substantive problems or situations 
including the development of plans for action which would be taken beyond the 
6-day period of the exercise. 

Workload at Repoint will include solution of problems developed by designated 
USDA groups in advance of the exercise, and problems received from other agen- 
cies, including particularly FCDA and ODM during the exercise. Some of the 
problems developed in USDA will be a surprise to those expected to resolve them 
and others will not. Problems are to be resolved in a manner consistent with 
wartime functional responsibilities assigned, the assumptions for the exercise, 
and in accordance with essential action steps compiled by ODM for Operation 
Alert 1956. Workload will also include a continuous evaluation of damage 
data. 


Il. SCHEDULE OF PROGRAM ACTIVITIES 


Attached (attachment A) is a suggested schedule of major program events 
at Repoint during Operation Alert 1956. This schedule is, of course, subject 
to modification by executive personnel at Repoint as the exercise progresses. 
This schedule makes frequent reference to meetings of the “executive staff” 
which will include top personnel in key positions in the organization to be used 


during Operation Alert. Those to participate will be separately notified by 
the official in charge at Repoint. 


Ill. ORGANIZATION AND STAFFING 


Top agency personnel, including division directors in the food area, are 
familiar with the special organization plan which will be used at Repoint 
during Operation Alert, and it is their responsibility to keep their employees 
adequately informed on this subject. 

A word is desirable here about two special groups which will be active during 


the exercise, namely, the program operations desk and the USDA inspection 
and reports team. 
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The program operations desk will see that all incoming messages are routed 
to the proper destination for action or information and that all outgoing mes- 
sages have been properly cleared and are ready for release through the com- 
munications center. The desk will maintain a record of incoming and outgoing 
messages and will match related messages as a control to make sure that neces- 
sary actions are taken, 

The USDA inspection and reports team will continually evaluate the overall 
operation at Repvint and will be responsible for compiling the various program 
reports required during and following the exercise. This team will cooperate 
with the ODM inspector. 

Staffing at Repoint is in three basic phases. A relatively small group of 
personnel will go to Repoint on July 18 to make final on-site preparations and 
to be available to conduct the exercise from 10 a. m., e. s. t., on July 20 until 
a larger group arrives from Washington that afternoon. The personnel in the 
“pretest cadre” have been notified separately. 

The group to arrive at Repoint on July 20 will consist of policy personnel, the 
director and 1 or 2 technical assistants in each of the food divisions, a full com- 
plement of damage assessment personnel, together with related stenographic help. 
Also included will be the full staff of the USDA inspection and reports team, 
program operations desk, communications center and the housekeeping staff for 
Repoint. 

On the afternoon of July 22 the remaining staff will arrive at Repoint bringing 
the total personnel to approximately 300. 

The staff going on July 20 and 22 should plan to arrive at Repoint not later 
than 5 p. m.,e.s.t. The group going on July 20 will start at 10 a. m., e. s. t., from 
the Department of Agriculture Building. While there is no set departure time 
on July 22, it is important to allow at least 5 hours for driving with additional 
time where it is necessary to stop for food on the way. 

All personnel to participate in any or all of the three phases mentioned above 
have been notified separately and this notification has included the part of the 
organization to which they are assigned. Supervisory personnel in the various 
parts of the organization have been designated. 

Master lists of USDA personnel to participate at Repoint in each of the three 
phases is in the custody of Mr. F. R. Mangham. Master lists for the food area 
will be in the custody of Messrs. L. B. Taylor and G. A. Dice. 


Iv. DUTY HOURS AND SHIFTS 


Basie duty hours at Repoint during Operation Alert 1956 are 10 a. m., e. s. t., 
to 10 p. m., e. s. t. Supervisors are authorized to give their personnel time off 
within this period so that hours of duty for any one individual will not ex- 
ceed 8 hours a day. However, personnel are to be on call to meet peak workloads 
and to help in the solution of unusually difficult problems requiring their partic- 
ular services. 

Communications at Repoint will be manned 24 hours a day on a 3-shift basis. 
Communications personnel on the various shifts have been separately notified and 
the lists of these personnel are in the custody of Mr. T. McAdams. 

It will be necessary to man the program operations desk 24 hoursa day. Shifts 
for such personnel have been developed and are in the custody of Mr. F. R. 
Mangham. Personnel concerned have been notified separately. When necessary 
to call employees back to duty between 10 p. m., e. s. t., and 10 a. m., e. s. t., to 
handle urgent work, the contact will be made through the program operations 
desk. 


V. OPERATING PROCEDURE 


Attached (attachment B) is the emergency USDA communications plan and 
related operating instruction. Also attached (attachment C) is the procedure for 
handling messages. Procedure relating to the flow of essential program actions 
will be developed as time permits. It may be impossible to develop all of these 
before the exercise starts, in which event it is hoped that major program pro- 
cedures can be in writing by July 23. 

Problems including those developed by USDA for its own use will be introduced 
into the exercise through regular message procedure wherever the problems call 
for such messages. 


VI. RECORDS 


The official in charge of each operating unit at Repoint including each division 
of the food organization is requested to maintain a chronological program log 
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of all actions taken during the exercise. This log will be maintained on a form 
which will be supplied at Repoint. A file of all actions should be maintained 
by each of these units or divisions. (See attachment D.) 


VII. REPORTS 


Three types of operating reports are required, two of these during the exercise 
and the third after the exercise. Special reports are also required relating to 
an emergency financial plan which will be tested on a limited basis and will affect 
only a few personnel who are separately notified. 


A. Daily report 


The officer in charge of each operating unit at Repoint, including each division 
of the food organization will submit a daily report to Mr. J. Wells, chairman of 
the inspection and reports team, in accordance with a form which will be supplied 
at Repoint. The inspection team will put the report in final form for referral 
to the executive staff by 9:30 p. m., e. s. t., and transmission to Highpoint at 10 
p. m., e. s. t., daily, July 20 through July 23. There will be no daily report on 
July 24 but the daily report for July 25 should be supplied to the USDA inspec- 
tion and reports team by 2 p. m., e. s. t. 


B. Summary evaluation report 


The officer in charge of each operating unit at Repoint, including divisions of 
the food organization will submit a summary evaluation report in duplication to 
Mr. J. Wells, chairman of the inspection and reports team, by 1 p. m., e. 8s. t., on 
Tuesday, July 24. 

This report will evaluate all actions to date during the exercise, including 
the following: 

1. Significant items of accomplishment. 

2. An appraisal of the readiness of the USDA to meet Operation Alert 1956 
emergency conditions with comments on the areas requiring emphasis in future 
planning, and the status of supporting plans. 

3. Suggestions for improvement in the conduct of the exercise. 

4. A listing of all major matters not satisfactorily resolved at the time of the 
report, including those due to failure to get decisions from, or the cooperation of, 
other agencies, with appropriate comments on the cause of the failure. 

5. Suggested changes in plans, policy decisions, actions, or assumptions listed 
in the document compiled by ODM fer purposes of Operation Alert 1956. (Agency 
heads and operating units in the food area are already familiar with this docu- 
ment and copies will be available for further reference at Repoint.) 

6. Any additional observations the agency may care to make. 

The inspection and reports team will put this report in final form for review 
by the executive staff at 7 p. m., e. s. t., July 24, and transmission to Highpoint 
by 10 p. m., e. s. t., July 24. 


C. Final report 


By the close of business on August 2, 1956, officers who were in charge of an 
operating unit at Repoint, including divisions of the food organization, are 
requested to submit to Mr. J. Wells a copy of the program log maintained during 
the exercise, and a narrative report in quadruplicate covering in more detail 
the points included in the summary evaluation report mentioned above, plus 
the following: 

1,.Recommended changes, deletions, or additions to the assumptions and 
actions contained in the document compiled by ODM for purposes of Operation 
Alert 1956 with appropriate explanation. These recommendations shall be 
identified with the specific assumption or action in the document by referring 
to the symbol in the upper right-hand corner of each page and to the paragraph 
number or item number in the document. 

2. Changes recommended in any document implementing an action contained 
in the ODM document. 

In addition to this final report, a special request will be made to agencies of 
the current organization for estimates of out-of-pocket costs of the agencies 
participating in Operation Alert 1956. 


D. Emergency financial plan 


Special reports will be made as required on the emergency financial plan. 
These reports will be compiled by a separately designated group. 
Attachments. 
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ATTACHMENT A 


SuccesTep SEQUENCE OF PROGRAM ACTIVITY FoR OPERATION ALERT 1956 AT REPOINT 


A. July 20, 1956 


1. 10 a. m., e. s. t.: Pretest cadre takes charge of operations until larger group 
arrives. 

2. 5 p. m., e. s. t.: Group scheduled for July 20 should have arrived. 

3. 7p. m., e. s. t.: General briefing held with all employees except duty officers. 
Would be chaired by the officer in charge at Repoint and would cover the follow- 
ing general areas: 

Purpose. 

Facilities for office and sleeping. 
Communications. 

Program operations. 

Activity to date and report of damage. 

4. Sp. m.,e.s. t.: Full July 20 staff will go on duty. 

5. 8:30 p. m., e. s. t.: First daily report assembled by inspection and reports 
team as of 8 p. m., e. s. t., based on activity of pretest cadre. 

6. 9:30 p. m., e. s. t.: Executive staff meets to review first daily report and 
approve for transmission to Highpoint by 10 p. m., e. s. t. 

7. 10 p. m., e. s. t.: Main force goes off duty. Communications and program 
personnel assigned to night duty continue operations on prescribed shifts, 


B. July 21, 1956 


1. 9 a. m., e. s. t.: Executive staff and heads of operating units, including 
directors of food divisions, meet for briefing by night force covering major 
developments including damage estimates. 

2. 10 a. m., e. s. t.: Main force returns to duty. Division chiefs brief their 
personnel and proceed to carry out assigned program of work (including prob- 
lems developed in advance by these divisions, plus requests for action from 
outside sources). 

3. 11 a. m., e. s. t.: Executive staff meets to discuss basic policy approach in 
carrying out essential activities adapted for Operation Alert keeping in mind 
damage estimates, etc., and issues necessary instructions. Executive staff dis- 
cusses internal operating procedure governing such matters as adjudication of 
claims, procurement, damage assessment, etc., and makes necessary assignments 
for development or refinement of such procedure. 

4. 4 p. m., e. s. t.: Executive staff meets to review drafts of proposed internal 
operating procedures and makes decisions if necessary. Executive staff also 
reviews surprise problems and schedules them for introduction into the exercise. 

5. 8:30 p. m., e. s. t.: Second daily report assembled by inspection and re- 
ports team as of 8 p. m., e. s. t., based on activity reported by operating units and 
executive staff. 

6. 9:30 p. m., e. s. t.: Executive staff meets to review second daily report 
and approves for transmission to Highpoint by 10 p. m., e. s. t. 

7. 10 p. m., e. s. t.: Main force goes off duty and communications and program 
personnel assigned to night duty continue operations on prescribed shifts. 

C. July 22, 1956 


1. 9 a. m., e. s. t.: Executive staff and heads of operating units, including 
directors of food divisions, meet for briefing by night shift covering major de- 
velopments including damage estimates. 

2. 10 a. m., e. s. t.: Main force returns to duty. Division chiefs brief their 
personnel and proceed to carry out assigned work program, which in some cases 
may now include some of the surprise problems. 

3. 11 a. m., e. s. t.: Executive staff develops an appropriate agenda for the 
general briefing to take place at 7 p. m., e. s. t. Executive staff makes any fur- 
ther decisions which may be needed on internal operating procedures and ar- 
ranges for these to be duplicated and ready for use by 10 a. m., e. s. t., on 
July 23. 

4. 4p. m., e. s. t.: Executive staff considers progress of actions in relation to 
essential functions and previous policy determinations, and considers any new 
policy matters or matters which may involve policies. 


5. 5 p. m., e. s. t.: Additional personnel to augment the staff on July 23 
should have arrived. 


6. 7 p. m., e. s. t.: New personnel and old personnel, excepting duty staff, will 
be briefed in a general session. 
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7. 8p. m., e. s. t.: Full staff will go on duty and heads of operating units will 
brief new arrivals on specific duties in the various units. 

8. 8:30 p. m., e. s. t.: Third daily report assembled by inspection and reports 
team as of 8 p. m., e. s. t., based on activity reported by operating units and 
executive staff. 

9. 9:30 p. m., e. s. t.: Executive staff meets to review third daily report and 
approves for transmission to Highpoint by 10 p. m., e. s. t. 

10. 10 p. m., e. s. t.: Main force goes off duty. Communications and program 
personnel assigned to night duty continue operations on prescribed shifts. 

Note.—Program activity on July 23 and 24 follows basically the pattern de- 
scribed above with these notable variations. 

1. Subject matter for 9 a. m. briefing, executive staff meetings, etc., would be 
adjusted to cover latest developments. 

2. At 1p. m. on July 24 all operating units should submit their summary and 
evaluation reports for the exercise to the USDA inspection and reports team. 
The inspection and reports team will compile the report for submission to the 
executive staff for review at 7 p. m., e. s. t., and transmission to Highpoint and 
USDA, Washington, by 10 p. m., e. s. t., on July 24. 

D. July 25, 1956 

1.9 a. m., e. s. t.: Executive staff and heads of operating units, including 
directors of food divisions, meet for briefing by night shift covering major de- 
velopments including damage estimates. 

2. 10a. m., e. s. t.: Main force returns to duty. 

3. 11 a. m., e. s. t.: Executive staff meets to give any final policy guidance 
which may be needed and to consider plan for completing final report of exer- 
cise as early as possible during August. 

4. 1:30 p. m., e. s. t.: Last daily report assembled by the inspection and re- 
ports team. 

5. 2:30 p. m., e. s. t.: Executive staff meets to review last daily report and 
approves for transmission to Highpoint by 4 p. m., e. s. t. 

6. 4 p. m., e. s. t.: Exercise ends and personnel leave for home. 


ATTACHMENT B 


EmerGENCcCY USDA CoMMUNICATIONS PLAN AND OPERATIONS INSTRUCTIONS 
(Report ONty), 1956 


Prepared by Office of Plant Operations 


Key communications field points for Operation Alert 1956 


Location Code name 
a at ia Charlie 
a aD si ubins Steen isnt minted Ak ae aa Charlie 1 
PE i  caberiencsmub gh cbecigten ens aeiedeniiad Charlie 2 
INN cia rte Oe a sade vines inden een coe ms ia adbeast etd ae Charlie 3 
Se ceo SE ee ee oe eee Charlie 4 
PN NNT ge i es ies De Se ee i  a Charlie 5 
I oo 8 te ere ee a Charlie 6 
as ss ok Pin ein eR Sate ee is Charlie 7 
Sere ns “ROK 5. ak gt ee ee ea Charlie 8 
Ba I Oe Se et ats See a Charlie 9 
RF I ecient cree soarenerned Bsa edsae es dee a N Charlie 10 
I I ia ia aia nea ie a i a a ST ele al Charlie 11 


*USDA alternate regional liaison headquarters. 


I. GENERAL 


Communications between national relocation centers of headquarters of 
agencies of the Government are handled through the Inter-Agency Communica- 
tion System. Its use is mandatory between national relocation centers of 
headquarters of all agencies served by the ICS. 

Communications hetween the Department’s National Relocation Center, Re- 
point, and its regional field relocation sites will he provided hy TWX, especially 
associated with the General Services Administration teletypewriter system. 
This system will be referred to as the Agnet, Agriculture Network. 
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The Federal Civil Defense Administration has provided a separate tele- 
typewriter system (delnet) to six delegate agencies for use during Operation 


Alert 1956. The network is controlled by Lowpoint, and the agencies served 
are as follows: 


Department of Agriculture 

Department of Commerce 

Department of Health, Education, and Welfare 
Department of the Interior 

Department of Labor 

Housing and Home Finance Agency 

The Delnet will also provide communication between Repoint and FCDA 
regional relocation headquarters. USDA field relocation sites will communicate 
with ODM-FCDA field relocation sites by TWX. 

Communication between USDA relocation sites and other points in the region 
will be by regular commercial services, Western Union Telegraph, GSA tele- 
typewriter system, or long-distance telephone. 

In situations not covered by these instructions, accepted commercial prac- 
tices will be followed (TWX-W. U.). 


Il, PURPOSE 


The purpose of this instruction is to provide operating personnel assigned to 
Repoint with information regarding the handling of communications. It is to 
be used in conjunction with the Operation Alert 56, No. 2, attachment C. 


Ill, METHODS OF COMMUNICATION 


Teletypewriter communication will be the primary method of communication 
and should be used whenever possible and practicable. 

Telephone will be the secondary means of communication and should be 
used only to supplement teletypewriter communications. 

The ICS is a teletypewriter network developed by the Office of Defense Mo- 
bilization for the exchange of messages between national relocation head- 
quarters of agencies and the relocated seat of Government (Highpoint). The 
ICS uses military operating procedures throughout the network. 

The Agnet will be used for the exchange of messages between Repoint and 
USDA field relocation sites. 


IV. MESSAGE PREPARATION 


1. Messages shall be prepared on USDA message form, form DARS-6. Only 
the original of this message form is required to be sent to the communications 
center. The message form used and described herein is necessary in order to 
route, transmit, deliver to the proper addressee, make reference to, file, record, 
etc., your message. 


84614—57——_16 
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U. &. DEPARTMENT OF AGRICULTURE 


MESSAGEFORM 
co A | 





TYPE WITHIN THESE LIMITS ONLY 


CONTINUATION OF MESSAGE 


seb cxlone p> eh bguven ii lib soltiageie (8) | 


DARSe! (eB) 


2. Drafting the tert—(a) The text of a message must be clear, accurate, and 
brief. 

(1) A lack of clarity delays or leads to faulty action when such is required. 
It also results in followup messages that unnecessarily add to the traffic burden, 

(2) Accuracy avoids unnecessary delays. 

(3) Brevity adds to speed of handling. Words that are superfluous to the 
meaning should be eliminated. Prepositions, articles, ete., can generally be 
eliminated without making the text vague or misleading and are not necessary 
or essential to the thought conveyed in the text. A few of those superfluous 
are: a, and, but, in, for, the, and on. 

(b) Drafters (writers) of messages should keep in mind the following: 

(1) Messages after release to the communications center are transmitted 
exactly as written. 
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(2) The message drafter is responsible for conveying the exact thought in- 
tended. Nothing must be left to chance, 

(c) The following points should be considered when preparing to write a 
message : 

(1) Is the message necessary? 

(2) What is the security classification? Do not overclassify. No classified in- 
formation can be transmitted electrically “in the clear.” Classified messages may 
not be transmitted over the AGNET. Encryption and decryption take time and 
delay delivery. If only a part of a long message is classified, send that part 
separately. 

(3) The precedence classifications should be carefully considered. All elec- 
trical communications are expedited; procedence classifications are employed to 
indicate to communications personnel the relative order of transmission—never 
to indicate urgency of a resultant action. Normal messages should be assigned 
a “deferred” precedence. Messages of some urgency should be assigned a 
“routine” precedence. “Priority” is the highest precedence classification that can 
be assigned to an administrative message. Normally, USDA messages will not 
justify a higher precedence than “priority.” Needless overclassification of pre- 
cedence unnecessarily delays more important messages that have been properly 
classified as to precedence. 

Precedence classifications and their significance in descending order of priority: 

Flash: Reserved for messages containing information of an impending 
attack on the United States by armed force. 

Emergency: Reserved for messages containing a grave situation of na- 
tional magnitude such as an actual attack by armed force. 

Operational priority: Messages of an urgent nature amplifying emergency 
messages. 

Priority: The highest procedure that may be assigned administrative mes- 
sages and should only be assigned when immediate delivery is required. 

Routine: For messages requiring expeditious handling. 

Deferred : For all normal messages sent by electrical means. 

(4) Anything that can be misunderstood will be misunderstood. 

(5) Be brief. Short messages travel faster. This is especially true of classi- 
fied messages. 

(6) Be sure your message is complete, otherwise a query and an answer may 
be required. 

(7) Abbreviations that are in general use may be used in all messages just as 
they are in letters. Do not use abbreviations that are not widely known as they 
may cause the messages to be misunderstood. 

(8) Punctuation will only be used when necessary for clarity. Typewriter 
symbols for number, “#”, and at, “@”, will not be used as their transmission is 
impossible. The following punctuation symbols may be used: dollar sign, dash, 
slash, and decimal. 

(9) Paragraph as in regular correspondence. 

(10) Numbers may be written as digits or spelled out. Such numbers as 
hundreds, thousands and millions will be expressed as words. Example: 100 
will be written, one hundred. Roman numerals will be preceded by the word 
“roman.” 

(11) The attached phonetic alphabet will be used in spelling all unfamiliar 
words and to insure receipt of all unpronounceable series of isolated letters. 

(12) Repetition will not be used to emphasize. Strange or foreign words and 
names should be repeated to insure proper receipt. 

Example: ASSAI RPT ASSAI. 

(13) All messages will be typed using UPPER CASE (capital letters) only 
and double spaced throughout the text. 

(14) When in doubt contact your message center or your communications 
officer. 

(ad) Internal instructions include reference (cite) numbers, passing instruc- 
tions and other special handling information contained as a part of the message 
text. This information should be in the first two text lines. 

(1) References may consist of “titles,” “your,” “my,” followed by the refer- 
ence number. 

(2) References may be made to message date time groups if a reference or 
cite number was not employed. 

(3) Reference to classified messages will not be made in unclassified messages 
unless they contain no classified information and do not refer to anything (date 
time groups, external identification numbers, etc.), that might externally (non- 
text portion) link the two messages. 
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3. Preparation of message form (DARS Form 6).—(a) The geographical loca- 
tion will never be used in the “To,” “Info” and “From” lines in messages between 
relocation sites. This rule does not apply to messages going to other than a relo- 
cation site. , 

(b) The USDA message form (DARS-6) and message form continuation sheet 
(DARS-6-1) shall be executed in the following prescribed manner: 

Block 1. “Security classification.”—The security classification will be marked 
or stamped, in red, in the top and bottom blocks as indicated. All message forms 
not so marked indicate to the communications center that transmission of a 
clear text message is authorized. All copies of the message must be marked 
with the proper security classification. 

Block 2. “Reserved for communication center use.”—For use of communica- 
tions center routing personnel only. 

Block 38. “Precedence.’—The precedence classification will be typed, using 
upper case, in the blocks provided. (See IV 2. (c) (3) above.) 

Block 4. “Type of message.”—Check one. Book message is one with two or 
more addresses in which none of the addressees need know or are aware of any 
of the other addressees. 

Multiple-address message is one containing two or more addressees, each being 
informed of the other being an addressee. 

Block 5. “Accounting symbol.”—The accounting symbol “A-RPT” will be used 
on messages being transmitted over the GSA system. Messages addressed to 
the various USDA relocation sites will be transmitted via Agnet, using the 
GSA system. Messages to the other national relocation sites will be transmitted 
via ICS and will not require the use of accounting symbols. 

Block 6. “Date.”—Self-explanatory. 

Block 7. “Time.’”’—Greenwich mean time (a worldwide time base) is used 
on the ICS; therefore, time should be expressed in G. m. t. in messages be- 
tween Government agencies. See attached time conversion table. 

Eastern standard time is used on the Agnet, therefore, time should be ex- 
pressed in e. s. t. in messages between USDA activities regardless of the time 
zone of origin. 

Block 8. “Special instructions.”—Use for any special handling or processing 
information. 

Block 9. “From, to and tect.” 

The “from” line will be used to enter the address designation of the origi- 
nating station with the name of an individual, if desired. The geographical 
location of the station will not be used in messages between relocation sites. 

The “to” line will be used to enter the address designation of the terminating 
stations. Do not use the geographical location as a part of the address in mes- 
sages between relocation sites. All addressees of a multiple-address or book 
message will be listed in the same block. 

Another line, “Info,” may be added when it is desired to provide others with 
informational copies. The same rules will apply to the “Info” line as to the “To” 
line, 

Several addressees may be listed if the same message is going to all. Place 
an X in the appropriate square of block 4. 

Examples—single address: 


Ics 
From: AGL From: Jones, AGL 
To: ODM To: Brown, ODM 
AGNET 
From : Charlie From: Jones; Charlie 
To: Charlie 2 Brown, Charlie 2 


Examples—Two or more addressees: 


Ic8 
Book message: Multiple address message: 
From: AGL From: AGL 
To: ODM To: ODM 
COMEX Info: FBI 


CIA 
FBI 








240 JOINT COMMITTEE ON DEFENSE PRODUCTION 


AGNET 
Book message: Multiple-address message: 
From: Charlie From: Charlie 
To: Charlie 2 To: Charlie 2 
Charlie 3 Info; Charlie 3 


Charlie 7 


The “text” section contains internal instructions, passing information and 
the body of the message. (See pars. IV 2 (a), 2 (b), 2 (c).) 

Block 10. “Signature.”—For use of the official signing the message form. 

Block 11. “Typed name and title.”—Self-explanatory. 

Block 12. “Phone.’—Use is optional. 

Block 13. “Page No.”—Self-explanatory. 

Biock 14. “Number of pages.”’—Self-explanatory. 

Block 15. “Security classification.”—The security classification will be marked 
or stamped, in red, in the top and bottom blocks as indicated. All messageforms 
not so marked indicate to the communication center that transmission of a 
clear-text message is authorized. All copies of the message must be marked 
with the proper security classification. 

Block 16. “Signature” (releaser).—The releaser portion of the messageform 
shall be signed by the officer in charge of the program operations desk at the 
time the message is released. 

Block 17. “Typed (or stamped) name and title.”—Self-explanatory. 

The continuation sheet (DARS-6-1) of the messageform will be used on. mes- 
Sages of more than one page. 

4. Designation of exercise communications.—To distinguish simulated exercise 
messages and telephone conversations dealing with simulated problems: from 
bona fide messages and conversations, the text of all simulated exercise messages 
will begin with and end with the following four words: “UNCAP—TEST 
EXERCISE ONLY,” the meaning of which is “this is a training or exercise 
message.” 

Example: 

UNCAP—TEST EXERCISE ONLY. THIS IS AN EXAMPLE OF THE 
MANNER IN WHICH AN EXERCISE MESSAGE WILL BE SENT TO BE 
READILY DISTINGUISHABLE BY ORIGINATORS, COMMUNICATIONS 
PERSONNEL, ADDRESSEES, AND ALL OTHERS THROUGH WHOSE 
HANDS IT WILL PASS SO AS TO CLEARLY SHOW THAT IT IS NOT A BONA 
FIDE MESSAGE AND THAT ACTION TO BHR TAKEN THEREUNDER 
SHOULD NOT BE ACTUAL BUT SHOULD BE SIMULATED. UNCAP— 
TEST EXERCISE ONLY. 

This type of traffic will be generally referred to as UNCAP traffic. 


Vv. HANDLING CLASSIFIED MESSAGES 


1. Originating messages.—Generally, classified material shall be handled in 
accordance with the Department’s Records Security Regulations. Classified 
messages prepared for transmission by the communications center shall be de- 
livered, original only, to the duty communications officer. Such messages shall 
be delivered by a person possessing a degree of clearance at least equal to the 
message classification. 

2. Terminating messages—Upon receipt of a classified message the appro- 
priate office will be notified by the duty communications officer. Such a message 
shall be picked up by a person possessing a degree of clearance at least equal to 
the message classification. 


VI. TELEPHONE COMMUNICATIONS 


Telpehone will be the secondary means of communication and should be used 
only to supplement teletypewriter communications. Telephone contact with 
USDA field relocation sites can be made by giving the Repoint operator the 
name of the person being called and the code name of the relocation site. 

Example: I would like to. speak with “John Doe” at “Charlie 4.” 

Telephone contact with other national relocation centers ean be made by 
giving the Repoint operator the name of the person being called and the name 
of the Government agency. 

Example: I would like to speak with “John Doe” at “Interior.” 





—— 
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VIZ. HOURS OF OPERATION 


1. USDA National Relocation Center “Repoint.”— 

(a) Communications drill.—July 9 and 10, 1956—9 a. m. to 9 p. m., e. s. t. 

(6) Communications drill and activation.—July 16 to 19 (inclusive), 1956—24 
hours’ operation. 

(c) Operation Alert 1956.—July 20 to 26—24 hours’ operation ending 11 a. m.., 
e. 8. t., July 26, 1956. 

2. USDA field communication centers.—(a) Communications drill—July 9, 
1956, 9 a. m. to 3 p. m., local time at station. 

(6b) Communications drill and activation—July 19, 1956, 9 a. m. to 3 p. m., 
local time at station. 

(c) Operation Alert 1956 —July 20, 1956, 9 a. m., local time, to July 26, 1956, 
11 a. m., local time. Hours of operation to be established by Repoint to meet 
needs. 

Each USDA field communication center not operating on eastern standard 
time should have 2 clocks, 1 showing local civil time, the other set on eastern 
standard time. This will make it convenient at all times to determine corre- 
sponding time at Repoint. 


VIII. OFFICIAL TIME 


Since the AGNET spans four time zones in the United States, a common time 
for all stations is necessary. Therefore, eastern standard time will be used on 
all communications on the AGNET. This will enable the recipient of a message 
in any time zone to know exactly when the message was originated or filed. 

Local civil time will be used on all messages not terminating on the AGNET 
if they involve regular commercial time. 

Greenwich meridian time (GMT) Z time is used on all worldwide communica- 
tions systems to provide a common time... The ICS and FCDA communication 
systems use Z time, and messages received from them may contain Z time 
either in the heading or im the text. Z time is always expressed in hundreds 
of hours, thus, 3 p. m. local time is the 15th hour of the day and thus becomes 
1500 hours. The addition of the zone letter indicates the geographical area. 
The earth is divided into 24 areas of time, each 15° wide at the equator. In 
other areas limits of time zones are somewhat arbitrary or established for a 
local convenience. 

The international date line is at the 180th meridian. The date is advanced 1 
day west of that line. As an example, December 25 in Washington, D. C., is 
December 26 in Manila. 

Time zone abbreviations for the United States are: 

EB. s. t.—Eastern standard time 

C. s. t—Central standard time 

M. s. t—Mountain standard time 

P. s. t—Pacifie standard time 

(The insertion of a D indicates daylight time is in effect.) 

The attached Z time conversion table will be helpful in converting Z time to 
local time. 


Z time conversion table 


Z time is the day and time at the Greenwich meridian. Z time indicators 
consist of six numerals and the letter Z. The first 2 digits indicate the day 
of the month, the next 2 digits the hour of the day (expressed by numerals 01 
through 24), and the remaining 2 digits the minutes within the hour. Z indi- 
eates the time to be Z or Greenwich meridian time. Hence 141836Z means the 
14th day at 1836 o’clock or 6:36 p. m. (numbers 0001 through 1200 indicate 
a. m. hours and 1201 through 2400 indicate p. m. hours). 


HOW TO USE THE TABLE 


To convert Z time to United States time.—Given a Z time, the United States 
time is on the same line under the appropriate time zone heading. If the 
United States time is above the heavy line, it is on the day preceding the Z day; 
otherwise it is on the same day. 

Example: Z time 260613 Z means— 

2:13 a. m., e. d. t., or 

1:13 a. m., c. d. t., or 
12:13 a. m., m. d. t., on the 26th; or 
10:13 p. m., P. s. t., on the 25th. 
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To convert to Z time—The Z time for a United States time is on the same 
line under the Z heading. 

If the United States time being converted is above the heavy line, the Z time 
is on the day following the United States day; otherwise it is on the same day. 





AGENCY ADDRESS DESIGNATIONS 


Agency Short title 
Agriculture, Department’ of... 2 se. AGL 
Atomic Energy Commission..._.__.....-...--_..--.... AEC 
re ae ee ee a el ee LE Se BOB 
Business Defense Supply Administration.._._...._.--___. BDSA 
Central Intelligence Agency_____-._-___---._.---__- -. CIA 
Civil Sefvice Catamission...... i en ke CSC 
I cl COMEX 
Defense Transportation Administration_____.__________. DTA 
Economic Stabilization Agency _...-..-..---....--- -. ESA 
Federal Bureau of Investigation__._____._-_.._____--__--. FBI 
Federal Civil Defense Administration___._._._._._..--_-__. FCDA 
Federal Communications Commission__--____-_-__-__-___. FCC 
Federal Deposit Insurance Corporation___-________-~_-. FDIC 
Federal Home Loan Bank Board_-----------_~----~--. FHLBB 
Federal Power Commission... +... FPC 
Wea aeee MeerG ei a ee oe FRB 
Foreign Broadcast Information Service____.---__-____. FBIS 
General Services Administration__...._.-..-.._.._---. GSA 
Health, Education, and Welfare, Department of__------. HEW or DHEW 
Housing and Home Finance Agency_--~-----------~--. HHFA 
TS a eG i a in aki erierckencip perv DEPT INT 
International Cooperation Administration.__._..-.__~_-. ICA 
Interstate Commerce Commission___._--_-------_-----. ICC 
a NN So tteinnintssecnsindkinme tensed enmeunspliinaisneness JUS 
DS RUIN, 00K oi dine ses cgi cage nnaeeeneieen LAB 
National Advisory Committee for Aeronautics___.__-_~-. NACA 
Office of Naval Intelligence___..__-_--__--__-__-__-_-_-. ae CENSORSHIP 

(ONT) 
Office of Defense Mobilization____.___---------_-.-----.. ODM 
Regional Defense Mobilization Coordinator___._._-_--~~-. RDMC 
Post Giese Department... nnn scene PO 
Selective Bervics Bystem.. own wn cdsn seeds. SSS 
Small Business Administration.___.___.__---_---_-~---.-. SBA 


Seite; Department Os on 2 oss. ou Se ae ee, STATE 








ial 
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Treasury Department.....cssteco ek Ces TRSY 
United States Information Agency__------------_---~. USIA 
Veteran Adimitistratiotssscis..16 send kds icon VETS 
Wage Stabilization Agency... te WSA 
President of the United States__......_-..--.-_.------. PRES USA 
Phonetic alphabet 
A—Alfa J—Juliett S—Sierra 
B—Bravo K—Kilo T—Tango 
C—Charlie L—Lima U—Uniform 
D—Delta M—Mike V—Victor 
E—Echo N—November W—Whisky 
F—Foxtrot O—Osear xX—xX-ray 
G—Golf P—Papa Y—Yankee 
H—Hotel Q—Quebec Z—Zulu 
I—India R—Romeo 


This is the new phonetic alphabet adopted for international use by Armed 
Forces and civilian aviation activities by member nations of NATO. It super- 
sedes the old phonetic alphabet. 


Specimen of Incoming Message—AGN ET 
WWAJ WAITA 


WWA221— 

WVC0O47-WWAJ NO 23 

WWAJ NOJJ 1 A-RPT (Communications routing and numbering info) 
CHARLIE 7 7-10-56 1235P (Originating station, date and time of origin) 

CHARLIE (Addressee ) 


This is a specimen of an incoming message received over the Agnet. Generally, 
the action desk will be concerned only with the message beginning with and 
below the line containing the originating station, date and time of origin. This 
line is frequently used along with message number in line 3 to cite a message, 
I. E., “Re your 23 7-10-56 1235P.” The date-time of transmitting should not 
be used as a reference. 


JP 1240P (Operator’s initials and time of transmitting) 
MIM 1150A (Operator’s initials and time of transmitting) 
Specimen of Incoming Message—ICS 
RR UUEFHG (Communications routing and numbering info) 

DE UUEFSZ AZ16 

R 162310 Z (Precedence, Date-time group) 

FM ODM (Originating station) 

TO AGL ( Addressee ) 

GRNC (Indicates groups (words) have not been counted. 
Classified messages are always counted) 

BT (A prosign indicating separation of text from 


other parts) 


This is a specimen of an incoming message received over the ICS. Sometimes 
the routing information in the heading may be more extensive, but this should 
not be of concern to the action desk. Generally, that desk will be concerned only 
with the message beginning with and below the line containing the precedence 
indicator and the date-time group. This line is frequently used to cite a message, 
I. B., “Re your R162319Z.” The date-time of transmitting should not be used 
as a reference. 


BT 
16/2320Z (Date time of operator’s transmitting) 
REPOINT PROCEDURES FOR HANDLING MEssAGES—OPERATION ALERT, 1956 


I. PURPOSE 


These instructions supplement Emergency USDA Communications Plan and 
Operations Instructions (Repoint) for the receipt, routing, preparation, clearing, 
and dispatch of messages in connection with Operation Alert, 1956. 
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Il, RECEIPT OF MESSAGES 


A. Communications center 


All incoming messages will be received at a communications center where 
they will be date stamped and forwarded to the program operations desk. 


B. Program operations desk 


The program operations desk shall maintain a record of all incoming messages, 
using a program operations register—incoming messages provided for this pur- 
pose. Serial numbers 1 to 2999 shall be used to identify unclassified incoming 
messages. Serial numbers 3000 to 4999 shall be used for classified messages. 
Separate registers shall be maintained for unclassified and classified messages. 
Upon receipt of the message from the communications center, the program 
operations desk shall— 

1. Number the message in order of its receipt and record this number, a de- 
scription of the subject or request, the origin of the message, and the action 
required on the register (on classified messages the degree of classification and 
the communication message number will be included with the subject) ; and 

2. Route the message (original and one copy), accompanied by a routing slip 
for obtaining clearances, to the appropriate program office for preparation of a 
reply or for appropriate action. 


III, PREPARATION AND CLEARANCE OF REPLIES 


The office to which the incoming message has been assigned for action shall 
be responsible for collecting and coordinating information for and preparing any 
reply. to a message referred to it, even though other offices are concerned with 
the subject matter. This office shall also be responsible for making additional 
copies of the message as might be required. 


A, Preparation 


1. Form to be used.—Replies shall be prepared on a message form, DARS-6, 
as prescribed in subparagraph 3 below. The continuation sheet (DARS-6-1) 
shall be used on messages of more than one page. 

2. Number of copies.—A yellow original, 1 salmon copy for clearance and files, 
1 white copy for the originating office, and such other white copies as the originat- 
ing office deems appropriate shall be prepared. If a test problem is planned 
for internal use only and a message is not to be dispatched, do not prepare the 
yellow original. Plain white tissue shall be used for white copies of DARS-6-1. 

3. Preparation of message form.—tInstructions for the preparation of mes- 
sage form DARS-6 are contained in OP. Alert 56, No. 2, attachment B. Addi- 
tional instructions on the clearing and signing of messages follow: 

Block 10.—The signing official shall sign the yellow original and all copies, or 
his facsimile signature may be stamped on all copies other than the original. 

Block 16.—See paragraph B 2 (b) below. 

Block 17.—See paragraph B 2 (a) below. 

B. Clearance.—The originating office shall indicate on the routing slip who 
should review the reply, and route the reply, accompanied by the routing slip 
and incoming message, to the first reviewer. 

1, Review —After reviewing the message, each reviewer shall— 

(@) Initial the salmon copy only, to the left of item 10 of the message form; 

(b) Check his name on the routing slip; and 

(c) Forward the file to the next reviewer. 

2. Signatures.—(a) Each reply that is signed in item 10 by a person below the 
Administrator or Assistant Administrator level shall be cleared by the appro- 
priate Administrator (or Assistant Administrator) for the subject matter in- 
volved. Such official shall sign the salmon copy in block 17. He shall sign or his 
facsimile signature may be stamped on all other copies, except the yellow original, 
in this space. The message form shall then be forwarded to the program opera- 
tions desk. 

(b) The officer in charge of the program operations desk shall sign the message 
form in block 16 on the yellow original and on all copies. His facsimile signature 
may be stamped on all other copies in this space except the yellow original. 


IV. DISPATCH OF REPLIES TO INCOMING MESSAGES 


A. The program operations desk shall also maintain a record of all outgoing 
messages, using a Program Operations Register—Outgoing Messages provided 


| 
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for this purpose. Serial numbers 5001 and 6999 shall be used to identify un- 
classified outgoing messages. Serial numbers beginning with 7000 shall be used 
for classified outgoing messages. A separate register shall be maintained for 
classified and unclassified messages. 

B. When a reply to an incoming message has been properly cleared and 
signed, the program operations desk shall— 

1 Number the message, stamp this number on all copies, and record the num- 
ber with other pertinent information on the register of outgoing messages ; 

2. Record the reply message number on the register of incoming messages ; 

8. Forward the original to the communications center for dispatch, and the 
salmon copy with routing slip and incoming message to records; and 

4, Dispatch white copies as indicated by the originating office. 


Vv. ORIGINAL MESSAGES 


A. Original messages shall be prepared and cleared as indicated in section III 
above for replies to incoming messages. Routing slips shall be used toe obtain 
necessary clearances. After proper clearance, and signature, the message shall 
be forwarded to the program operations desk for numbering, recording, and 
transmitting to the communications center for dispatch. 

B. On a message requiring a reply, the originating office shall insert the follow- 
ing immediately after the words “UNCAP—TEST EXERCISE ONLY”: 

“In reply cite No. _..--_._____ - 

The program operations desk shall fill in the appropriate number before trans- 

mitting to the communications center for dispatch. 





ATTACHMENT D 


USDA OPERATION ALERT 1956—RECORDS AND REFERENCE MATERIAL 
I. GENERAL 


A records control center, identified hereinafter as the “center” has been estab- 
lished at “Repoint.” All reference material and official papers will be main- 
tained and serviced from this point. The provisions of the procedures outlined 
herein apply to all individuals who, during the course of precommunication drills 
and Operation Alert, will contact the center for purpose of securing reference 
service. 


II, PURPOSE 


The purpose of this instruction is to state the method by which agency and 
staff personnel may charge out and return material from and to the center. 


III. RECORDS SECURITY 


All measures indicated in the records regulations of the Department of Agri- 
culture must be applied to the custody, handling and safeguarding of any ma- 
terial of a security classified nature that is maintained in or charged out of the 
center. 


IV. TYPES OF RECORDS 


1. Defense food program records 


Records in this category are those assembled through the joint efforts of the 
Commodity Stabilization Service and the Agricultural Marketing Service and re- 
lating to the defense food program. 


2. Essential agency records 


Records in this category include all records (except defense food program 
records) that are vital to the essential functions of the Department, each agency 
and staff office for the duration of an emergency if this country is attacked. 


3. Reference records 


For the purpose of facilitating reference work of agencies and in order to con- 
solidate a volume of material in limited space, a reference library has been estab- 
lished in the center. Included are such materials as the USDA Administrative 


Regulations, General Counsel’s Opinions, Comptroller General’s Decisions, United 
States Code, ete. 
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V. ORGANIZATION OF RECORDS 
1. Defense food records 


Food records are organized subjectively under a modified Dewey decimal 
system as described in JDM-1, April 22, 1955. (Individuals expecting to refer 
toe the defense food records should be provided with a copy of JDM-1.) 


2. Essential agency records 


Such records are filed alphabetically by name of submitting agency or staff 
office, together with a master list of the entire contents of each agency file. 
These records, which may be in form of packages, envelopes, or folders are 
further numbered and filed by an agency prefix and consecutive serial numbers. 
(A master list of all departmental material in the essential agency record file is 
maintained by the Secretary’s Records Section, Office of Plant and Operations, and 
is available in the records control center.) 


8. Reference records 
Reference records are shelved in the records control center. 


Vv. CHARGE OUT SYSTEM 


All reference material, essential agency, and defense food records will be 
maintained in the center and controlled by certain designated individuals during 
Operation Alert. Materials withdrawn from the shelves and/or files of the center 
will be charged out to each individual user who will become the custodian and 
responsible for its safekeeping and eventual return. Under no circumstances 
will other than officially designated individuals be authorized to remove or re- 
place any materials from the file shelves or other records receptacles in the center. 


VII. AGENCY RESPONSIBILITY 


1. Security classified material 


Under no circumstances will security classified material be left unattended 
or remain where it might become accessible to individuals possessing less than 
the required clearance status. Security material must be returned to the center 
immediately after serving its purpose. 


2. All other records control center material 

When it has served its purpose it should be returned to the center—each in- 
dividual making sure that the material is properly charged-in to relieve him of 
responsibility for its custody. Such material should be returned in good condi- 
tion and arranged in the same order as prior to withdrawal. When it is neces- 


sary to transfer records from one office direct to another, the center shall be 
notified immediately. 


ATTACHMENT 4 


UNITED STATES DEPARTMENT OF AGRICULTURE 
OFFICE OF THE SECRETARY 


Washington, D. C. 


JuLty 11, 1956. 
MEMORANDUM 


To: USDA Regional Liaison Representatives. 
From: The Under Secretary. 
Subject: Administrative Preparation for Operation Alert 1956. 


1. Composition of advisory group 


Attached is a list of the technical personnel who will advise you in your 
capacity as regional liaison representatives during Operation Alert 1956. 
(These personnel will also be the nucleus of a group to advise you on defense 
matters following Operation Alert.) They will be located during the exercise 
at the USDA alternate regional headquarters. 

Clerical personnel will be needed during the exercise at the USDA alternate 
regional headquarters and you should make the necessary arrangements for the 
availability of such personnel. In some cases it may be possible for them to be 
furnished by the host office. 
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Arrangements for communications personnel at the USDA alternate regional 
headquarters sites have already been made and these personnel have the necessary 
security clearance—see RLR Memorandum No. 2A. 


2. Briefing meeting and other action prior to exercise 


It is suggested that you meet with your advisory group listed in the attach- 
ment as soon as possible in order to discuss, the exercise and to— 

(a) Arrange for selection of any representatives who may be needed at civil 
defense sites in accordance with RLR Memorandum No. 2. 

(b) Arrange for designation of an alternate to serve with you at the regional 
mobilization committee site. (Two additional alternates will be needed if there 
are two regional mobilization committees in your area.) Your advisory group 
will determine the agency (or agencies) from which the alternates should be 
chosen and the representative of that agency will arrange to make the personnel 
available. If it is necessary to select a member of your advisory group for a 
special assignment, the member’s agency should select a substitute for the ad- 
visory group. 

(c) Designate a member of your advisory group who will be in charge at the 
USDA alternate regional headquarters during the exercise since you will be at 
the RMC site. 

(d@) See that each member of the advisory group arranges through his agency 
for necessary security clearance and for a civil defense identification card prior 
to the exercise. Alternates in the RMC’s require “top secret” clearance and 
others require clearance of at least “confidential”. Ideally, at least one stenog- 
rapher at the alternate regional liaison headquarters should be cleared for “top 
secret,” but in any event at least one stenographer should be cleared for access 
to classified material. If it appears that you will not be able to secure the 
necessary security clearance in time for the exercise, please notify this office 
promptly. 

At the same meeting you may wish to discuss problems which will be used 
during the exercise. (See RLR Memorandum No. 2B.) 

Please keep this office informed of the various designations indicated under 
(a), (b), and (c) above. 


3. Conduct of the exercise 


At the start of the exercise at 10 a. m., e. s. t., July 20, you and the RMC alter- 
nate will proceed to the location of the regional mobilization committee for duty 
during the exercise. The location of these sites will be obtained from the 
regional mobilization committees. USDA representatives to serve in a liaison 
eapacity at the civil defense regional headquarters will proceed to the respective 
civil defense regional offices. 

Personnel on your advisory group will proceed to the USDA alternate regional 
headquarters. 

You already have the location of the civil defense regional headquarters and 
the USDA alternate regional headquarters, and, if there is any further question, 
please let us know. 

Activities in the field will be conducted in accordance with provisions of Secre- 
tary’s memorandum of June 19 (II B 2 and 8) relating to participation of the 
Department in Operation Alert 1956. 

True D. Morse. 


The following persons have been approved to serve as staff assistants for the 
regional liaison representative, Richard D. Aplin, in area 1 in connection with 
Operation Alert 1956: 

AMS 


Harry Watling, administrative officer, Food Distribution Division, 408 Atlantic 
Avenue, room 707, Boston, Mass. 


ARS 


Dr. Elvin R. Coon, Animal Disease Eradication Branch, 802 Customhouse Build- 
ing, Boston, Mass. 

Warren G. Harding, Plant Pest Control Branch, 414 Massachusetts Department 
of Conservation, 15 Ashburton Place, Boston, Mass. 
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Oss 


Joseph A. Horn, State administrative officer, New Hampshire ASC State Office, 
29 Main Street, Durham, N. H. 


FES 


Henry Hansen, associate director of extension, University of Connecticut, Storrs, 
Conn. 
Alternate: L. A. Bevan, director of extension service, University of New 
Hampshire, Durham, N. H. 


FS 


Chas. L. Tebbe, regional forester, 6816 Market Street, Upper Darby, Pa. 

The following persons have been approved to serve as staff assistants for the 
regional liaison representative, Harley E. Banks, in area 2 in connection with 
Operation Alert 1956: 

AMS 


Aubrey R. Waits, assistant district supervisor, Tobacco Division, 620 South 
Broadway, Lexington, Ky. 
ARS 
Dr. Robert L. Knudson, Animal Disease Eradication Branch, 438 Old Post Office 
Building, Third and State Streets, Columbus, Ohio 
Substitute in Operation Alert for Dr. Knudson will be Dr. John B. Healy, 
315-317 West Maine Street, Frankfort, Ky. 
Charles N. Shephard, Plant Pest Control Branch, 314 Old Federal Building, 
East State and South Third Streets, Columbus, Ohio 
CSS 


Fred B. Wachs, Jr., acting administrative officer, Kentucky ASC State Office, 
Mill and Maxwell Streets, Lexington, Ky. 


FES 


Ernest J. Nesius, associate director of extension, University of Kentucky, 

Lexington, Ky. 

FS 
E. M. Karger, 6816 Market Street, Upper Darby, Pa. 

The following persons have been approved to serve as staff assistants for the 
regional liaison representative, Walter T. McKay, in area 5 in connection with 
Operation Alert 1956: 

AMS 


Raymond Totoro, assistant area supervisor, Food Distribution Division, 1114 
Commerce Street, Dallas, Tex. 


ARS 


Dr. F. L. Herchenroeder, Animal Inspection and Quarantine Branch, College 
Station, Tex. 


Douglas M. McEachern, Plant Pest Control Branch, 569 Federal Building, post 
office box 2749, San Antonio, Tex. 
CSS 


Grover ©. Carothers, Jr., State administrative officer, Texas ASC State Office, 
USDA Building, College Station, Tex. 


FES 


G. G. Gibson, director of extension service, Texas A. & M. College, College 
Station, Tex. 





| 
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FS 


Fred H. Kennedy, 510 Second Street NW., Albuquerque, N. Mex. 


The following persons have been approved to serve as staff assistants for 
the regional liaison representative, Russell H. James, in area 3 in connection. 
with Operation Alert 1956: 


AMS 


T. J. Wilson, assistant area supervisor, Food Distribution Division, 50 Seventh 
Street NE., Atlanta, Ga. 


ARS 


Dr. Chester J. Mikel, Animal Disease Eradication Branch, 614 Atlanta Na- 
tional Building, 50 Whitehall Street SW., Atlanta, Ga. 
Harold B. Welker, Plant Pest Control Branch, 708 Grand Building, 649 Mulberry 
Street, Macon, Ga. 
CSS 


John F. Bradley, State administrative officer, Georgia ASC State Office, Old 
Post Office Building, Athens, Ga. 


FES 
Ww. A. Sutton, director of extension service, University of Georgia, Athens, Ga. 


FS 


©. Otto Lindh, 50 Seventh Street NE., Atlanta, Ga. 


The following persons have been approved to serve as staff assistants for the 
regional liaison representative, James R. Dutton, in area 6 in connection with 
Operation Alert 1956: 

AMS 


Harold Abel, agricultural economist, Marketing Research Division, 339 New 
Customhouse, Denver, Colo. 
ARS 


Dr. Daniel F. Werring, Animal Disease Eradication Branch, Post Office Box 1866. 
(office, 215, U. S. Post Office Building), Lincoln, Nebr. 
Substitute in Operation Alert for Dr. Werring will be Dr. H. B. Schaulis, 
300 Customhouse, Denver, Colo. 


OSS 


Andrew J. Mair, State administrative officer, Colorado ASC State Office, room 
2, New Customhouse, Denver, Colo. 


FES 
James E. Morrison, director of extension service, Colorado A. & M. College, Fort 
Collins, Colo. 
FS 
Donald E, Clark, Federal Center, Building 85, Denver, Colo. 
Alternate, David S. Nordwall, assistant regional forester, Federal Center, 
Building 85, Denver, Colo. 

The following persons have been approved to serve as staff assistants for the 
regional liaison representative, Oscar F. Beyer, in area 4 in connection with 
Operation Alert 1956: 

AMS 
Walter Ebling, State statistician, agricultural estimates, 421 South State Capitol, 
Madison, Wis. 
ARS 


Dr. Asa Winter, Animal Disease Eradication Branch, Lewis Cass Office Building, 
Lansing, Mich. 
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Mr. Stanley Castel, Plant Pest Control Branch, 666 Main Street, Post Office Box 
495, Lafayette, Ind. 
Substitute in Operation Alert for Dr. Asa Winter will be Dr. L. R. Barnes, 
418 Park Building, 611 Park Avenue, Indianapolis, Ind. 


OSS 


Kenneth H. Hoover, State administrative officer, Wisconsin ASC State Office, 
8010 East Washington Avenue, Madison, Wis. 


FES 


Henry L. Ahilgren, associate director of extension, University of Wisconsin, 
Madison, Wis. 
FS 


H. D. Cochran, 623 North Second Street, Milwaukee, Wis. 


The following persons have been approved to serve as staff assistants for 
the regional liaison representative, Charles A. Connaughton, in area 7 in con- 
nection with Operation Alert 1956, 


AMS 


M. C. McGilvray, area supervisor, Food Distribution Division, Appraiser’s 
Building, 630 Sansome Street, San Francisco, Calif. 


ARS 


Mr. L. J. Padget, Plant Pest Control Branch, room M-7, 1515 Clay Street, Oak- 
land, Calif. 


Dr. Donald Miller, Animal Disease Eradication Branch, Post Office Box 2439 
(Office, 247, Post Office Building), Phoenix, Ariz. 


CSS 
William J. Page, State administrative officer, California ASC State Office, 2020 
Milvia Street, Berkeley, Calif. 
FES 
George B. Alcorn, director of extension service, College of Agriculture, Uni- 
versity of California, Berkeley, Calif. 
FS 
Charles Connaughton, also designee, 630 Sansome Street, San Francisco, Calif. 


The following persons have been approved to serve as staff assistants for the 
regional liaison representative, John Wenn, Jr., in area 8 in connection with 
Operation Alert 1956. 


AMS 


R. H. Eaton, officer in charge, Fruits and Vegetables Division, 1218 Southwest 
Washington Street, Portland, Oreg. 


ARS 
Dr. A. G. Beagle, Animal Disease Eradication Branch, Post Office Box 3701 
(Office, 519 Post Office Building), Portland, Oreg. 
Dr. A. J. Culver, Plant Pest Control Branch, care plant pathology department, 
State College, Corvallis, Oreg. 


OSS 


Arnold N. Bodtker, State administrative officer, Oregon ASC State Office, 4th 
Floor, Ross Building, 209 Southwest Fifth Avenue, Portland, Oreg. 


FES 
F. L. Ballard, associate director of extension, Oregon State College, Corvallis, 


FS 
J. Herbert Stone, 729 Northeast Oregon Street, Portland, Oreg. 


Oreg. 
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rmerce that 
be 


on plan. 


id offices advised to cooperate with 
Selective Service and Employment Service 
in classifying registrants according to 

| importance to agrieulture. Also to ad- 
| vise these agencies on requirements for 
| food, supply and crop situation and em- 
| ployment requirements for production of 
essentials. 
Provided for @ pool of field personnel 
} who could be ased for emergency work, 
by advising counties to keep all per~ 
} sonnel for reassignment to other work. 


| 
| 





lerated t 


Area Uirectors and 


State ASC committees certain stand- 
by action authority to ve used when 

} communications cut off. 

} State ASC offices were requested to 
furnish Lists of employees of GS- 
and atove giving their special quali- 
fications. 





Established DA Councils to assist 
in the administration of the 
Department's responsibilities. 


local 








Fr is 





sued 


MANPOWER 

































TRANSPORTATION ANT 





Requested ICC assess damage to trans- 
ation facilities and recommended 
d products have high priority on 
available transportation. Corpleted 
report on refrigerated warehouse 

bomb damage. 








Requested ICC 
ing saie 
ishables bl 
requested 
inland shipment 
products desti 
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Requested 
agricultural d 
f emergenc nai tion 


USDA on all 
regardless 





exemption 
vegetable 





Hien 











Attachment 6 


EXPORT-IMPORT CONTROL 


Requested Commerce and Navy to advise 
SDA of any actions recalling or 
diverting food cargoes at sea He- | 
quested Treasury t« vise USDA if 
any ships desiring to unload cargoes 
are inadmissable because of quanti- 
tative import controls, 








- — 
Iegued directive imposing embargo on 
all exports of foods and agricultur- 

al commodities, except to Canada, | 
Prepared recommendation that import | 
restrictions on peanuts be suspended, | 
and surveyed need for similar acti 

om other restricted commodities, 











certain countries, | 
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Assessed damage to wholesale food 
stocks, CO stocks of food and 
wool, and farm stroctares. 


Developed plan to rehabilitate 
fare structures. Took necessary 


action to salvage damaged wool by 
scouring operations. 





PROTECTI ON 
MND FACILI TIE 


SALVAGE ANI 
POO MOCK 





oF 








milk supply and adequacy of supply 
remaining. btained and reported 
status of canned, dried and frosen 
fruite and vegetables in packers’ 
hands. Provided data on statas of 
wool stocks. 








nitiated arrangements whereby Mari- 
time Administration was instructed 
to transport grain in sothbell fleet 
to Albany for unloading. Cancelled 
all delivery orders CCC wool. 














Recommeried against allowing Civil 
Defense in N.Y. State to seize 10S 
of COC-owned stocks unless author- 
ua PPLy ized ty USDA, Shipped emergency 

: - food to N.Y., Red 
thus exhausting supplies in Area 1. 
Forwarded to Repoint reqest for 
emergmcy food for ¥.J, 


FOOD PR REMEN T 





Attempted to locate additional 
meat slaughtering capacity. 


FOOD AND FIBER PRODUCTI 


ny 













Established control of replacement 
parts for farm machinery. Regional 
Mobilization Committee reported 
availability of 2-1 priority for 
rehabilitating essential food 
facilities. Planned action to 
conserve cotton bale ties at ailis, 









WON .FOOD 
AN 


REQUI REMENTS 
ALLOCATIONS 
















Arranged for 500 fare workers from 
Puerto Rico to work on W.J, farms. 










AGRI CULTURAL MANPOWER 


REQUI KEMENTS 


1/ During Operation Alert 1956 Repoint took simulated action to suspend the Soil Bank, discontinue acreage allotments and marketing qiotas on all coprodities except tobacco, and discontime Agricultural Conservation P 


Assessed curtailment of New England Reported to Repoint status of wari- 


REGIONAL LIAISON REPRESENTATIVES AND PARTICIPATING U.S.D.A. AGENCIES 












Assessed damage to electric power 
facilities, livestock and poultry 
industry, whol @ stocks, CCC 

stocks, farm structures. 





Requested Regional Mobi lization 
Cammittee to help to salvage 
owned dry milk and cheese, Devel- 
oped plans to rehabilitate certain 
slaugttering facilities, dock and 
bridge structures and farm facili- 
ties. 


















SUMMARY OF 


livestock and 
and to 


Assessed damage t 
meat process ge fac ti 
SCC stocks in the area 


es, 





ous commercial stocks, 
status of 


Reported 
CCS inventory to Repoint 


Determined status of food suppl 
at bombed points and outside of 
those points. termined available 











SIMULATED PROGRAM ACTIONS BY U.S.D.A 


OPERATION ALERT 1956 


Field Areas 


Area & Area 5 


Assessed damage to electrical 
facilities and Milwaukee grain 
elevators ty on-the-spot check. 


Assessed damage to Wiolesale stocks, a 
livestock and slaughtering and slaughtering 
packing facilities, CCD inventories. facilities, 


Estimated square miles of farm stocks, el 
land and the qumber of farms in farm strac 
each fallovt sone. 


Took action to protect (CC inven- 
tories. Took action to salvage 
damaged stocks and to dump stocks 
not salvageable following inspec- 
tion (authority assumed due to 
break in commmications). 


Progress made in salvaging all meat 
and most 


livestock at Chicago Yards. 

















Computed port inventories New 
Orleans, Houston area. Estimated 
CCC grain stocks and other inven- 
tory. Asked rail carriers to 
report cars of processed commodi - 
ties. Estimeted requirements for 
and supplies of food for New Mexico 
and one Texas point. 














and Civil Defense. Determined feed stocks of & ties, and 
needs of poultry industry. Deter- supplies of processed fruits and 
mined and reported to Repoint vegetables. 
canned meat requirements. 

a tr 
Diverted dairy products on track. Initiated appropriate action to 


terminate export 
oranges and grape 


payments an 










Requested mills to stop shipments 
to bombed areas. fequested car- 
riers to advise on equipment avail- 
able to move and unload food, 











Procured certain food and feed 


commodities from commercial sources 
to alleviate distress areas, 
Obtained same food from Government 
stocks. 


Provided alternate slaughtering 
and processing faci liti Sus— 


pended Soil Bunk operation. 








Established control of replacement 
parts for farm machinery. Pro- 
cured equipment for livestock 
Slaugitering. Requested Repoint 
for help in obtaining tin for dry 
milk packaging. Requested help 
from other areas to obtain material 
te rehabilitate structures. Ad- 
vised on availability of storage. 













Made plans to furnish necessary 
farm manpower data to Selective 
Service and Employment Service. 










even though the action my heave been taran. 


In additjon te direct action, effort was made in the areas to pass on important inform tion. 
provisions of the simulated order placing restrictions on the transfer of new repir parts for farm machinery and equipment, which was issued by Repoint. 


Tn addition t the program actions indicated in the tabulation, there was @ significant axcunt of administrative activity relating to activating the various aiternate headqurters af fices, implementing intemal deleg: 
ing edd@itional field coordinating and liai mn groups. 
















Made estimates of supplies of cheese 
and evaporated milk available for 
aid to Chicago. Arrangements made 
te ship 200,000 bushels of wheat 
and 50,000 bushels of corn to 
Minneapolis. Arrangements made to 
ship 5 care of canned meat to 
Moline, 


Requested transfer disbursing and 
collecting functions CCC from 

Dalles to shelter bank, ‘Supplied 
food on request to distress areas. 








Recommended to national office 
that production of resin and tur- 
ventine be increased. Advised 


Repoint of alternate slaughtering 
and processing facilities. 
pended Agricultural 
Program operation. 


Sus- 
vanservation 





Reported number of cotton bale ties 
and buckles needed and extent of 
price violations on these items. 
Determined available supplies of 
linters pulp for manufacture of 
plastic and food packages. Report- 
ed location of livestock slaughter- 
ing facilities near bombed areas. 
Reported on electric power evail- 
able to dairy farms. Requested 
that farm machinery needs be kept 
to a minimum. Determined status 
of petroleur supplies. 









Arranged for developing sanpower 
needs for farm work. Worked out 
arrangements for e=ploying and 
retaining necessary staff for 
Government work. 






















For exmple, the areas hal ped to inform those concerned of the simula ted Food Steck Freese Order ami ite aendeents which 





























Suspended Soil Bank program. 













Reported on power facilities avail- 
able for agricultural production 
and processing. 





and other 















OGRAM ACTIONS BY US.DA Attachment 7 
ALERT 1956 


IND PARTICIPATING U.S.D.A. AGENCIES 


reos 

























Area Area 6 


a 
| 








Assessed damage t ocks, Assessed damare vestock ar Arranged with Civil Defense for Assessed damage to livestock and 
livestock and sla | slaughtering a } train f a corps of inspectors meat packing facilities, whole- 
sacking fa ties ries. | a ties, wt e st | in radiological monitoring. Assess- sale stocks, CCC stocks, electric 
stocks, electr wer fa ties, | ed damage to livestock and slaugh- ower, and cooler and freezer 
res, f e | tering and cking facilities, space. 
» 2 s 





olesale food stocks. Determined 


lout damage to growing crops. 



























Waging all meat ver = | rear d crew r saivage of Warehouse examiners directed to 
et Chicago ¥ alvag 18 poss stocks carry out salvage operations 1 
mp stocks | Spokane area. 
spe | 
jue t | 
ieee 4 + vs + 
cumated port inventor N ‘ = * j . 
| mputed port 1 o~ agea 2 an. in short su | Determined availat 
or 4 on are Estimated ks t tock f fruit 
Tleans, Houston 2. e 8 5 ruits | emed warehouse 6 
| grain stocks am o ven- ther | ackers ! ties aft attack. stimated 
j + Aske wail quantities of food by kind need- 
: per a" ano | @d to feed evacuees ? months and 
} es. Estinsted rx rements r 6 month 
s f r New Mex 
and one Texas point. 














+ enna 
© Developed plans for 
wnec gr grai mothball fleet at 
lyepia, Cancelled loading in- 
structions on CCC-owned com 





modi ties. 
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equested processed foodstuffs suest nt for guidance i Estimated dry prune supply w 
for and ar ged trans } ur g f to Nevads and Uta stocks of fruits and vegetables 

| tation | Area 8 for purch in hands of packers, Estimated 
] f dried prunes for jehydrated food supplies for 
| ment Anchorage, Alaska from 
| f Bverett, Wash. 
| 
aman . semeenpnee fo — — 
Estimated omerger finan s | Estimated meat packing ities 
sistance needed | n available to make | 
Arranged for fina | production. ° 
to food ant t an | milk processing faci 
work on mservat } Planned to step u ¢ 
and feed-mixing plants. 
al a — - — _ +— — - — 
4lities avail- | Attempted t adi ng | Action to relieve m ttle and Advice to Repoint on rel f 
production and other eq an shortage “ Stocks | tin plate for cans. 
| of cotton ties and | 
| | 
| } 
| | 
| | } 
| | 
| | 
| | | 
} j 
| 
- — —+- ae on amano — — —7=~ 
| e 
} loyment Serv- Discussed question of food pro- 
Arrenged to nessing manpower. Arranged to 
Service or furnish farm manpower require- 
classification of registrants. ments to Selective Service and 
Employment Service. 
all camrodities except tobacco, and discontime Agricultural Conservation Program operations we of the aress reoorted implementing actions; others did not, 


erned of the simula ed Food Stock Freeze Order ami ite awndeents which were issued by Repoint The areas also helped to inform those concerned of te 
by Repoint’. 


ing the varias aiternate headqurters offices, implementing intemal delegations of authority, determining awailatdlity of essential personnal, and estab) ish- 











JOINT COMMITTEE ON DEFENSE PRODUCTION 251 


DEPARTMENT OF LABOR 


DEPARTMENT OF LABOR, 
OFFICE OF THE ASSISTANT SECRETARY, 
Washington, October 19, 1956. 
Hon. Pau. Brown, 
Chairman, Joint Committee on Defense Production, 
Washington, D.C. 
(Attention: Mr. Harold J. Warren, clerk and counsel.) 


DEAR CONGRESSMAN Brown: The Secretary of Labor has asked me to prepare 
and transmit the annual report requested in your letter of August 3, 1956. The 
report covers those activities of the Department of Labor which are most closely 
related to the purposes and provisions of the Defense Production Act. 

Two copies of this statement are enclosed. The materials submitted cover 
only the more significant matters related to the Department’s performance under 
the several applicable Executive orders, delegations, and departmental orders. 

Sincerely yours, 
Rocco C. SIcILrano, 
Assistant Secretary of Labor. 


ANNUAL ReporT OF THE DEPARTMENT OF LABOR TO THE JOINT COMMITTEE ON 
DEFENSE PRODUCTION FOR THE Frscat YEAR JUNE 30, 1956 


AUTHORITY AND RESPONSIBILITIES 


As pointed out in last year’s annual report, none of the authorities granted 
by the Defense Production Act has been delegated to the Department of Labor 
for primary administration. By virtue of the manpower mobilization respon- 
sibilities vested in the Department, however, and by virtue of Presidential Execu- 
tive orders and delegations from the ODM and the FCDA, the Department carries 
an important advisory responsibility to other agencies concerned with defense 
readiness measures. These delegations to the Department were made because of 
the patent need to consider manpower mobilization problems and requirements 
in the adininistration of all major defense mobilization programs. 

The delegations were effectuated through three basic orders: 

(1) Executive Order 10480, dated August 15, 1953; 

(2) Order I-10 of the Director of Defense Mobilization, published in the 
Federal Register on May 26, 1954; 

(3) Delegation No. 2 of the FCDA, approved September 8, 1954, 

The responsibilities conferred by these orders and delegations are broad in 
nature and call for the full use and careful coordination of staff work in the 
several Bureaus and Offices of the Department, and for the direction of plan- 
ning and preparedness measures carried out by the regional offices, the 51 State 
and Territorial Employment Security Agencies, and the 1,700 local public em- 
ployment offices which constitute the operating facilities through which most 
civilian manpower programs must be carried out. 

More specifically, under delegations from the ODM, the Department of Labor 
must— 

(1) Assemble and analyze information on and make a continuing appraisal 
of manpower requirements and resources in event of mobilization or attack 
on the United States, identifying present or potential manpower shortages 
which should be relieved in the interest of national security. 

(2) Develop plans and programs for meeting defense-supporting and 
essential civilian labor requirements. 

(3) Develop, in cooperation with the Department of Commerce, the De- 
partment of Defense, the National Labor Relations Board, the Federal 
Mediation and Conciliation Service, and the National Mediation Board, 
measures for the maintenance of effective labor-management relations dur- 
ing a national emergency. 

(4) Appraise the effect on manpower resources of projected production 
and procurement programs and of proposed Armed Forces strength levels. 

(5) Provide other departments and agencies with the manpower informa- 


tion required by them for the proper discharge of their responsibilities for 
mobilization preparedness. 
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(6) Consult with and advise other agencies concerning the effect of their 
contemplated programs and actions on labor supply and utilization; the 
impact of labor supply on materials and facilities requirements and utiliza- 
tion, and the establishment of production programs and priority and allo- 
eation functions consistent with effective utilization and distribution of 
labor. 

(7) Assist the Office of Defense Mobilization in the development of man- 
power policies suitable in the event of mobilization or attack on the United 
States. 

(8) Develop and maintain plans to insure the continuity of the essential 
functions of the Department in the event of attack on the United States. 

Additional responsibilities related to manpower measures for meeting the 
problems which would be posed by a surprise attack on the United States are 
delineated in FCDA Delegation No. 2 of September 8, 1954. This delegation 
instructs the Secretary of Labor to— 

(1) Plan and develop a national program relating to the utilization of the 
labor force, during a civil-defense emergency, consistent with the responsi- 
bilities of the Department of Labor with respect to manpower mobilization. 

(2) Conduct research and provide a method of estimating survivors, by 
occupational and social characteristics, and for determining their availability 
for employment during a civil-defense emergency. 

(3) Provide technical guidance to the States and direct Federal activities 
concerned with coordination of the nationwide system of employment service 
offices for determining requirements of, and recruiting, referring, and util- 
izing workers to meet civil-defense needs. 

(4) Plan a national program, develop technical guidance for States, and 
direct Federal activities concerned with the methods of compensation for 
authorized workers in a civil-defense emergency. 

(5) Plan a national program, develop technical guidance for States, and 
direct Federal activities concerned with the provision of compensation pay- 
ments for the injury or death of authorized workers while engaged in civil- 
defense activities. 

(6) Plan a national program, develop technical guidance for States, and 
direct Federal activities concerned with financial assistance for temporary 
aid to members of the labor force during periods of idleness due to destruc- 
tion of working places through enemy action. 


ADMINISTRATION 


During the past year the Department received a small allocation of funds from 
the Federal Civil Defense Administration which permitted a modest expansion 
in the planning work done for that Agency. Plans were initiated to intensify 
work under FCDA delegation item which calls for the development of a national 
program relating to the utilization of the labor force during a civil-defense 
emergency. 

During the year, the Department reviewed and revised its General Order 63 
which delineates the specific responsibilities of the Assistant Secretaries, the 
several bureaus in the Department, and the regional offices. The revised order 
establishes two main arms for the continned planning and administration of 
the Department's wartime functions: an Office of Manpower Administration and 
(on the assumption that the Department of Labor would, upon declaration of an 
emergency, be given specific authority in the matter of wage stabilization and 
compliance) an Office of Wage Administration. 

A new emergency relocation center for the departmental headquarters was 
selected, equipped, and made ready for operational use on a standby basis. Plans 
were made for the emergency staffing of the center during Operation Alert 1956. 
Plans for carrying out the Department’s emergency functions during the alert 
were made in terms of the revised interim assignments and organization for 
mobilization as delineated in General Order No. 63. Operating responsibilities 
were to be carried out through the field facilities of the Office of Manpower 
Administration and the Office of Wage Administration. 


PROGRAM ACTIVITIES 


The Secretary of Labor is responsible for the development of preparedness 
measures relating to the expansion of the labor force, to improving its skills, 
and to the distribution and utilization of the civilian labor force. ‘These pre- 
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paredness planning measures must be consistent with the defense-mobilization 
assumptions and objectives for the Government as a whole as set forth by the 
Director of the Oflice of Defense Mobilization, the Secretary of Defense and the 
Administrator of the Federal Civil Defense Administration. 

The Department participated actively in all mobilization planning discussions 
of the Office of Defense Mobilization Manpower Policy Committee, the Office of 
Defense Mobilization National Labor-Management Manpower Policy Committee, 
and the Coordinating Board of the FCDA. 

Throughout the year the Secretary continued his active participation in the 
Defense Mobilization Board and other top-level policy groups. In this way 
manpower mobilization considerations and the Department’s special concern 
with the welfare of working Americans was effectively brought to bear upon each 
question of basic defense readiness policy. This active participation has helped 
to harmonize the requirements of the Defense Production Act programs, e. g., 
stockpiling and measures to preserve and expand the mobilization base. 

The Department has continued to utilize fully the expert advice and assistance 
of the Department of Labor Advisory Committee on Civil Defense in discharging 
its manpower planning responsibilities under the FCDA delegation. 

Preliminary exploratory work has been undertaken in the matter of developing 
techniques for estimating the occupational and labor force characteristics of 
survivors of atomic attacks. Work has been done with the Census Bureau in 
developing techniques for estimating daytime and nighttime populations in 
four target areas by census tracts. The results obtained from this technique 
based on the data available in the employment security system, proved satis- 
factory. Certain revisions were made in the Department’s system of labor- 
market-areas classification in order to take fuller account of mobilization prob- 
lems in terms of manpower potentiality. Specific attention has been directed to 
broad studies for making better use of available manpower in areas of labor 
surplus. Continuing advice has been given to military procurement officials to 
assure that manpower availability is fully assessed in determining where defense 
contracts can be most advantageously allocated. 

Job-analysis studies of occupations in a number of vital mobilization indus- 
tries were completed by the State employment security agencies and made avail- 
able to the Department. 

Intensive work was continued during the year on the development of. an 
improved occupational classification structure designed to facilitate the place- 
ment of workers in jobs for which they are best qualified or for which they show 
the greatest potential. 

The Department cooperated in interdepartmental studies of the adequacy of 
the resources of key skills in the optical instruments industry under full mobili- 
zation pursuant to section 7 of the Trade Agreements Extension Act ‘(Public 
Law No. 86) ; in the planning and evaluation of a survey of current occupational 
employment, and employment in the same occupation in recent years; and in 
meetings concerned with advising the Office of Defense Mobilization in connec- 
tion with its investigation of the essentiality of the watch industry, and the 
adequacy of the key skills init. Plans were developed for a study which would 
translate watch-industry mobilization requirements into manpower requirements 
for key occupations. 

In order to insure that occupations critical to essential industries are placed 
and retained on the critical occupations list, continued studies were made by the 
Department with the help of the State employment services. In order to imple- 
ment the Armed Forces Reserve Act of 1952, the list is constructed and main- 
tained to serve as a guide for the screening of the reserve and for use in connec- 
tion with voluntary enlistments and 6 months military training programs. 

As the result of staff work done, of field conferences held, and of intensive 
participation in test alerts in addition to the yearly operation alerts, the head- 
quarters and regional office interim mobilization structure is approaching a state 
of readiness which would make it possible for operating programs to proceed 
even in the case of a surprise attack. Machinery for regional coordination has 
been greatly improved under the joint leadership of the Office of Defense Mobili- 
zation and the Department of Labor. In most regions Department of Labor 
officials are the acting coordinators (for the ODM) of the regional mobilization 
committees. 

During the past year, the State and local offices of the employment security 
system have achieved improved readiness status. Standby emergency instruc- 
tions released for use during Operation Alert 1955 were subjected to actual test 
during the New England floods of September 1955: State agencies in that region 
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immediately put the emergency provisions into effect (working closely with 
State and local civil-defense directors) and reported satisfactory -results. 

Plans have been prepared and submitted to the Labor Department’s Labor 
Advisory Committee on Civil Defense for assuring compensation to emergency 
civil-defense workers; for protecting the reemployment rights of workers trans- 
ferring to emergency civil-defense assignments; for assuring compensation for 
the injury or death of authorized civil-defense workers and for providing tempo- 
rary financial aid to members of the labor force during periods of idleness due 
to the destruction of working places through enemy action. 

During the past year the Department put in motion on a very limited scale 
its plan for utilizing the expert services of individuals from educational insti- 
tutions, industry, labor organizations, the professions, professional societies, and 
other related groups on an executive-reserve basis. The Department’s plans 
in this field are carried out pursuant to Executive Order No. 10660, which pro- 
vided for the establishment of a National Defense Executive Reserve. All 
actions which have been taken by the Department have been carried out in 
accordance with the implementing instructions issued by the Director of the 
ODM. 

The program actions discussed above represent a minimal approach to the 
essential elements of manpower planning for mobilization purposes; the Depart- 
ment is currently reviewing its activities in the mobilization field with a view 


to improving its performance in all matters related to the Nation’s manpower 
readiness. 


FEDERAL RESERVE SYSTEM 


Board OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM, 


OFFICE OF THE CHAIRMAN, 


Washington, D. C., September 5, 1956. 
Hon. Pau. Brown, 


Chairman, Joint Committee on Defense Production, 
Congress of the United States, Washington, D, C. 
(Attention of Mr. Harold J. Warren, clerk and counsel, room 927, HOLC 
Building, 101 Indiana Avenue NW., Washington, D. C.) 


Deak Mr. Brown: In response to your letter of August 3, 1956, there is at- 
tached, for inclusion in the proposed report of the Joint Committee on Defense 
Production being prepared pursuant to section 712 (b) of the Defense Pro- 


duction Act, as amended, information relating to the operations carried out by 
the Board under authority of that act. 


Sincerely yours, 
Wa. McC. Martin, Jr. 


1. Programs conducted by your agency under authority of the Defense Production 


Act as implemented by Executive orders, departmental orders, delega- 
tions, ete. 


The Federal Reserve banks, under regulations of the Board of Governors, 
act as fiscal agents of the United States in connection with the V-loan program 
for Government guaranties of defense production loans, and the Board of Gov- 
ernors, after consultation with the guaranteeing agencies, prescribes fees, rates, 
and procedures to be utilized in connection with such guaranties. 


2. The authority from which your agency derives its powers for such programs 


The present V-loan program of Government guaranties of loans to finance 
defense production was inaugurated under authority of the provisions of section 
801 of the Defense Production Act of 1950, approved September 8, 1950, and the 
President’s Executive Order 10161, dated September 9, 1950, subsequently super- 
seded by Executive Order 10480, dated August 14, 1953. Under the law, as 
amended by the Defense Production Act Amendments of 1956, authority for the 
program, unless further extended, will terminate on June 30, 1958. 


3. A summary of each program, including a report on the V-loan program of 
each department or agency for which the Federal Reserve System is the 
fiscal agent 

Pursuant to the law and Executive orders of the President, certain designated 
procurement agencies of the Government are authorized to guarantee loans made 
by private financing institutions to finance contractors, subcontractors, and 
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others engaged in the performance of Government defense contracts for the 
purpose of expediting production and deliveries or services for the national 
defense. By an amendment made by the Defense Production Act Amendments 
of 1953 guaranties may also be issued with respect to loans made to finance con- 
tractors, subcontractors, or other persons in connection with or in contemplation 
of the termination of their defense contracts. 

At the outset of the program the designated guaranteeing agencies were the 
Departments of the Army, Navy, Air Force, Commerce, Interior, and Agricul- 
ture, and the General Services Administration. In 1951 the Atomic Bnergy 
Commission and Defense Materials Procurement Agency were also designated 
as guaranteeing agencies. By Executive Order 10480 of August 14, 1953, the 
Defense Materials Procurement Agency was abolished and its functions trans- 
ferred to the General Services Administration. 

On July 31, 1956, guaranty agreements outstanding totaled $540,341,000, Of 
this amount, approximately 76 percent on the average was guaranteed by the 
Government. Under these guaranty agreements in force on July 31, loans 
outstanding amounted to $364,227,000 and there was available to borrowers an 
additional $176,114,000. The guaranty agreements outstanding by the various 
agencies participating in the program follows: 


Department ‘of thie Avie 220s ke see $44, 829, 000 
peatwment ft ie ae... See 158, 337, 000 
Department. of the Air Voretess 5 cde earine anh auee 275, 152, 000 
General ‘Services AGministra ie terre mepretetr neato testament 51, 752, 000 
DPOOUETC' TOE EY |S SUMIIIEL, . « cevcececumtenntienntnieh aaiabenaenaeee 10, 271, 000 


The net guaranty fees and interest on purchased loans collected by the guar- 
anteeing agencies after deducting established losses, administrative costs and 


the expenses of the Federal Reserve Banks as fiscal agents as of June 30, 1956, 
follows: 


Weep PG Orit Ol CEG BG sas eeenstuen etn sebatlin eiaictedens-~etccaaaae $4, 846, 000 
ER CRON Or CE TRENT ee cselteenditieshaneeeiscines bibs beice ice 7, 141, 000 
EXOOEPURberS Cs SOG Sere tO. ..0.-uncnmninsi=nnenenantnenenenenal 9, 088, 000 
General DEE VICC Aes re reeerttioenn cine eavenseveanessmneaie 3, 709, 000 
SCC AS TRI COTM oe or cecers nccttcetncs Cts cs haccenancvatenucnaenene 197, 000 


No loans have been purchased by either General Services Administration or 
the Atomic Energy Commission. The Department of the Army has purchased 
loans aggregating $15,264,000. Liquidation on these purchased loans has 
amounted to $11,778,000. Losses charged off have amounted to $181,000. The 
Department of the Navy has purchased loans aggregating $10,968,000. Liquida- 
tion on these loans has amounted to $8,326,000 and losses charged off have 
amounted to $4,000. Air Force has purchased 1 loan in the amount of 
$1,602,000. The liquidation on this loan has amounted to $3,000 and no loss 
has been established. 

There has existed since the inauguration of the V-loan program complete 
cooperation and understanding between the guaranteeing agencies, the staff 
of the Board of Governors and the Federal Reserve Banks. Any differences 
that have arisen have been promptly settled and the primary purpose in the 
minds of all connected with the program has been to facilitate the financing of 
defense contractors as provided in section 301 of the Defense Production Act 
of 1950 as amended, and the implementing Executive Orders. 


4. A summary on the effectiveness of the programs 
5. A statement on the current need for the programs 
6. A summary of the programs as related to small business 


The guaranteed loan program was successful and fulfilled a useful purpose 
during World War II and has been effective during the present rearmament 
period. It provides a mechanism whereby defense contractors and subcontrac- 
tors, particularly small-business concerns, can arrange to borrow the funds 
necessary to finance their defense production through their local banks by 
means of Government guaranteed loans rather than through the advance of 
Government funds or direct Government loans. 

From the beginning of the program in September 1950, through July 31, 
1956, 1,445 V-loans totaling $2,724,259,000 were authorized by the procurement 


agencies which may guarantee such loans under the Defense Production Act 
of 1950. 
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There has been disbursed since July 31, 1955, approximately $1,021 million 
on outstanding V—loans, most of which are revolving credits. 

The large amount of defense work financed through the medium of V-—loans 
can be realized when you consider that the average ratio of the dollar value of 
contracts held by borrowers to the amount of money borrowed under the V—loan 
program to finance such contracts has been about 6 to 1. 

The following tabulation shows the number and amount of guaranteed loans 
authorized at the end of each month in the period August 1955 to July 1956. 





Guaranteed loans 


Guaranteed loans 
authorized to date 


authorized to date 








Number Amount Number} Amount 




















| 
Thousands | Thousands 
1955—Aug. 31_.........-.... | 1, 396 $2, 552, 249 || 1956—Feb. 29............._. 1, 419 $2, 636, 029 
ene GPoints ct | 1, 400 2, 557, 069 | Mar. 31 1, 427 2, 653, 689 
ey ee } 1, 402 2, 563, 784 || Apr. 30_. 1, 432 2, 657,414 
I  cacnntaddyindcninte el | 1, 404 2, 567, 584 | May 31-- 4 1, 435 2, 663, 304 
OR. Ch diiskinbbnethiaes } 1,411 | 2,574, 659 eee 7 1, 441 2, 709, 914 
ee iit inictetntiiesn'es | 1,415 2, 580, 659 EE Oe iis ic teniiamteeiitendl 1, 445 2, 724, 259 
' 


| 





Eighteen percent of the number and approximately 1 percent of the amount of 
loans authorized consisted of loans under $100,000, while 56 percent of the 
number and 6 percent of the amount were under $500,000. Eleven percent of 
the number and 1 percent of the amount of loans authorized were to borrowers 
having assets of under $100,000; approximately 42 percent of the number and 
9 percent of the amount were to borrowers having assets of under $500,000; 
58 percent of the number and 13 percent of the amount were to borrowers having 
assets of under $1 million. Approximately 73 percent of the number and 19 
percent of the amount of authorized loans were to borrowers hoving less than 
500 employees, including employees of affiliated concerns under common owner- 
ship or control. Approximately 75 percent of the number and 23 percent of the 
percent of the amount of authorized loans were to borrowers having less than 
500 employees. 

The following table shows the breakdown of guaranteed loans authorized 
through July 31, 1956, by size of loan: 


Percentage distribution of V-loans authorized through July 31, 1956, by size of 
































loan 

| Percentage of guaran- | Cumulative percentage 

teed loans authorized distributions 

Size of loan adits 

| 
| Number | Amount | Number | Amount 

Under $50,000.________- aE BET De ie EIT .| 7.5 | 0.1 7.5 0.1 
$50,000 to $99,999__...._____- deve toun a deehunee 10.7 .4 18.2 5 
$100,000 to $249,999___._____ ’ sickle elle 6 ec toetta ks 19.2 | 1.9 | 37.4 2.4 
$250,000 to $499,999..._______ rar rae -| 18.6 | 3.9 | 56.0 6.3 
$500,000 to $999,999. ___ Ati : y — 16.1 6.5 72.1 12.8 
$1,000,000 to $4,999,900... acne 21.7 27.8 93.8 | 40.6 
$5,000,000 to $9,999,999. __ biirs ss Guha aedetnien a: ST evesastideedes | 3.1 | 12.5 96.9 53.1 
$10,000,000 and over___....._.----_--- Fileerree Bore 3.1 | 46.9 | 100.0 100.0 


Percentage distribution of the guaranteed loans authorized from the begin- 
ning of the program to the end of July 1956, is shown below classified by number 
of employees of the borrower. 
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Percentage distribution of V-loans authorized through July $1, 1956, by number 
of employees of borrower 


| Number of employees of borrower, in- | Number of employees of borrower only 





cluding affiliated concerns under com- (not including affiliated concerns under 
mon ownership or control } common ownership or control) 
Number of+em- | 
ployees Percentage of guar- | Cumulative per- | Percentage ofguar- | Cumulative _per- 
anteed loans au- | centage distribu- | anteed loans au- eentage distribu- 
thorized | tions thorized | tions 


| } 








| | " } 
Number | Amount | Number! Amount Number | Amount | Number | Amount 








Under 25....-- ; 8.3 | 0.6 | 7 








| 

3 | 0.6 | 9.2 | 0.9 9.2 0.9 
$ to 40... 10.8 ‘384 19.1 | 1.4 11.4 | 1.3 20.6 2.2 
80 to 74..<..0<<x0. o 8.6 1.2 27.7 | 2.6 9.3 | 1.3} 29.9 3.5 
5 0a GD bacofeers..cash 6.9 31... 248 3.9 | 7.1 | 1.2] 37.0 4.7 
100 to 149....-..-..-- 9.7 20} 44.3} 5.9 9.3 2.0 46.3 | 6.7 
150 to 249........-... 12.9 4.2 57.2 | 10.1 13.5 | 6.2 59.3 12.9 
250 to 499....-.----.- 15.3 9.1 72.5) 19.2 15.4, 10.2 75.2 | 8.1 
500 to 999..-----.---- 11.1 1.0 83.6 | 30. 2 10.7 | 11.8 85.9 34.9 
1,000 to 2,499....-___. 7.0 0 90.6 | 44,2 5.9 13.4 91.8 48.3 
9,500 and over___-_.-| 5.3 | 51 95.9 | 95.8 4.4 42.9 | 96. 2 91.2 
Not available.....--- | 41 2} 100.0} 100.0 3.8| 88! . 100.0 100.0 

| | | 


' 





7. Major problems which now confront your agency in carrying out responsibil- 
ities under the Defense Production Act 
None. 


8. Summary of any standby programs for any future emergency 


The only Federal Reserve program authorized under the Defense Production 
Act is the V-loan program. Plans contemplate that the Federal Reserve banks 
and the Board will be prepared to participate in an expanded V-loan program 
suitable to any future emergency needs. 


9. Changes in organization during the past year 
None. 
10. Future objectives 


The objective of the guaranteed loan program is to expedite production and 
deliveries or services for national defense and the volume of future guaranteed 
loans will depend on requirements existing at any given time. 


11. Such other information as may appear pertinent in summarizing your activ- 
ities under the Defense Production Act for the past year 
None. ‘ 





FEDERAL CIVIL DEFENSE ADMINISTRATION 


FEDERAL CIVIL DEFENSE ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR, 
Washington, D. C., October 2, 1956. 
Hon. PAuL Brown, 
Chairman, Joint Committee on Defense Production, 
Washington, D. C. 
(Attention: Mr. Harold J. Warren, Clerk and Counsel.) 

DEAR Mr. CHAIRMAN: This is in reply to your letter of August 3, 1956, in 
which you request a summary of the operations of the Federal Civil Defense 
Administration under the Defense Production Act during the past year. 

The Federal Civil Defense Administration conducts no programs under the 
authority of the Defense Production Act of 1950, as amended. This Adminis- 
tration, however, does participate in certain programs authorized by or related 
to the Defense Production Act. We presume these programs will be fully re- 
ported on or identified by the depeartments primarily responsible for their 
administration, and we restrict our comments accordingly. 

The major areas participated in by the Federal Civil Defense Administration 
may be identified as follows: 

1. The National blood program, conducted under the joint auspices of the 
Office of Defense Mobilization, the Department of Defense, and the Federal 
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Civil Defense Administration. The procurement activities of the Federal Civil 
Defense Administration in this program are under subsection 201 (h) of the 
Federal Civil Defense Act of 1950 (64 Stat. 1245). 

2. Promulgating construction standards and specifications for the protection 
of persons and property from nuclear and unconventional weapons effects. 
This includes concern with rapid tax amortization for protective construction 
to existing facilities under the national dispersion program and the granting 
of loans or participation in loans under the Defense Production Act. 

3., The development and coordination of standards for protection of the domes- 
tic mobilization base as administered by agencies having responsibility for cog- 
nizance of certain industries under delegation from the Office of Defense Mobili- 
zation. This Administration has developed a comprehensive national program 
for industrial survival, which is aggressively promoted through State and city 
civil-defense organizations, FCDA staff college courses and field training confer- 
ences concerning industry defense, publications, movies, national organizations 
and periodicals. 

4. Development and coordination of plans and programs for the reduction of 
urban vulnerability, and integrating at the metropolitan target zone level dis- 
persion actions with all other measures which can make urban areas less attrac- 
tive targets. Industrial dispersion is an important means of minimizing the 
effects of attack and a vital civil-defense measure. Great effort has been made 
to persuade industry to seek dispersed locations when constructing new plants. 
Companies have been encouraged to seek guidance and assistance from the 
Department of Commerce when relocating plants or expanding production capa- 
city. 

5. Advising and assisting State and local governments, particularly those loca- 
ted in urban areas, on measures to assure a continuity of the essential functions 
of said governments in the event of attack. Certain States and cities have made 
limited preparations for enemy attack or other major disaster; however, much 
remains to be done, 

The Administrator of the Federal Civil Defense Administration is a member of 
the Defense Production Board. 

Sincerely, 
VAL PETERSON. 


FrepERAL Civit DEFENSE ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR, 
NATIONAL HEADQUARTERS, 
Battle Creek, Mich., November 21, 1956. 
Hon. Paut Brown, 
Chairman, Joint Committee on Defense Production, 
Washington, D. C. 
(Attention: Mr. Harold J. Warren, clerk and counsel.) 


Dear Mr. CHAIRMAN: This is in further reference to the subject of dispersion 
which Mr. Harold Warren and Mr. Hugh Gallagher, of my staff, discussed by 
telephone on November 6. 

Dispersion can be one of the most effective measures in establishing a strong 
civil defense and I am pleased that your committee recognizes its importance. 
As you know, the Office of Defense Mobilization issued, January 11, 1956, two 
Defense Mobilization Orders 1-18 and 1-19. DMO 1-18 delegated to FODA 
responsibilities for the development and coordination of plans and programs 
for the reduction of urban vulnerability, including coordination at the metro- 
politan target zone level of dispersion, urban redevelopment, highway, and other 
programs and measures capable of making a contribution to the reduction of 
urban vulnerablity.” 

DMO 1-19 set forth policy and criteria for dispersion and protective construc- 
tion and assigned responsibilities among the Federal agencies for these activities. 
FCDA’s statutory authority and budgetary limitations have restricted our 
efforts to the encouragement of industry to disperse its new facilities voluntarily. 

We have stressed the importance of dispersion in public addresses and meet- 
ings with leaders of business and government. We have also practiced dispersion 
as far as our own operations are concerned. This extremely limited educational 
effort has had some desirable effects, I am sure, even though the general statis- 
tical measures of population and manufacturing show little improvement in the 
overall situation. 
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We are now attempting to determine what steps can be taken to increase our 
effectiveness with regard to dispersion and related programs. The problems 
involved are particularly difficult to solve. Any suggestions you may have would 
be gratefully received. 

Please advise if we can be of any further assistance. 

Sincerely, 
VAL PETERSON. 





AIR COORDINATING COMMITTEE 


Atk COORDINATING COMMITTEE, 
DEPARTMENT OF COMMERCE BUILDING, 
Washington, D. C. October 2, 1956. 
Hon. Pavut Brown, 
Chairman, Joint Committee on Defense Production, 
House of Representatives, Washington, D. 0. 


My Dear Mr. Brown: In accordance with your letter of August 3, 1956, there 
is given below a summary of the Air Coordinating Committee’s recommendations 
during the past year with respect to its participation in developing a complete 
program to meet civil aviation requirements under the Defense Production Act. 

1. The Air Coordinating Committee coordinated four quarterly civil aviation 
programs related to priorities and allocations of controlled materials required 
for the production of civil air-carrier aircraft. 

2. The Air Coordinating Committee participates in defense production activities 
pursuant to its responsibilities conferred by Executive Order No. 10655, January 
28, 1956, (21 F. R. 665). Under this Executive order, the Committee is authorized 
to “examine aviation problems and developments affecting more than one par- 
ticipating agency ; develop and recommend integrated policies to be carried out 
and actions to be taken by the participating agencies, or by any other Govern- 
ment agency charged with responsibility in the aviation field; and, to the extent 
permitted by law, coordinate the aviation activities of such agencies except 
activities relating to the exercise of quasi-judicial functions.” 

3. The Committee approved and recommended four quarterly programs (C—21 
to C-24 inclusive) to the Aircraft Production Resources Agency of the Depart- 
ment of Defense as a basis for the allocation of controlled materials to aircraft 
manufacturers to meet the civil requirements as established. These programs 
provided for the start of production of 651 new air-carrier aircraft during the 
year. The fourth quarterly program (C-—24) provides for the start of produc- 
tion of 174 new carrier-type aircraft. In addition, the program recommends the 
allocation of controlled materials for 420 aircraft now under construction which 
were approved in prior programs. 

This program coordinated the civil requirements as presented by the Civil 
Aeronautics Administration with other designated claimant agencies as follows: 
Departments of State, Army, Navy, Air Force, Commerce, and the Civil Aero- 
nautics Board. 

4. The recommendations of the Committee are implemented by the Aircraft 
Production Resources Agency of the Department of Defense which allocates 
eontrolied materials as required to the manufacturers included in the air-carrier 
program. 

5. The extension of the Defense Production Act of 1950, as amended, extended 
controls for the maintenance of military production. Therefore, continuation 
of the established policy of the Committee for civil air-carrier-type aircraft to 
be produced on an equal priority with similar military type is necessary in order 
to maintain air-carrier operations essential to the civil economy and, in addition, 
to provide an aircraft potential in support of mobilization planning. 

6. The noncarrier aircraft production program (industrial, business, and agri- 
cultural) under the defense materials system, effective July 1, 1953, is no longer 
eligible for allocation of controlled materials due to the easing of certain mate- 
rials’ shortages. Nevertheless, the production of this important segment of the 
aircraft industry, representative of small business, should be considered in 
evaluating the overall civil aircraft production essential to the defense effort. 
The manufacturers of noncarrier aircraft have submitted their production pro- 
gram covering the next 30-month period from October 1956 through March 1959 
as follows: 


Si GRO IR, BG ses ie tin sia cnlpngens ai etal het tail in ttinidlceretiatheaiaenaiaaiihios 1, 770 
4  QUBECREA, . DOT sein cit earenncgieeenyimnticnit teenbscheipineallandecitiiiiintiaiiinalbiaiid eile aes , 400 
4 QUATCOTR, LG citi icencibbnis mcimibhe aceiebilinkintibagibiicht aia 6, 705 


SEE QUGGREE,, TOO nn nesiicinanntiion wn cvenemren tosis asians shhaishasdilininiaoenagsieiiilains 1, 636 
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7. There are no major problems with regard to coordination under the Defense 
Production Act. 

8. The Air Coordinating Committee, in furtherance of its policy of equal pri- 
ority for similar civil-military type aircraft, will continue its coordination and 
development of programs to meet civil-aviation requirements, both foreign and 
domestic, which are found to be essential to the civil economy and in support of 
the defense effort for any future emergency. 

9. There were no changes in organization during the past year. 

10. The Air Coordinating Committee is prepared to consider any other prob- 
lems that may ariSe requiring coordination or development of integrated policies 
pursuant to its responsibilities under Executive Order No. 10655, January 28, 
1956 (21 F. R. 665). 

11. It is believed that the foregoing information and comments adequately 
cover the activities of the Air Coordinating Committee with respect to the 
Defense Production Act during the past vear. 

I trust this information is satisfactory for your purpose in preparing your 
report for the House of Representatives and the Senate. If the Committee can 
be of further assistance, please let me know. 

If any further information is desired, Mr. Robert R. Reining may be contacted 
on code 164, extension 2937. 

Sincerely yours, 
Louis 8. RornuscHiLp, Chairman, 





EXPORT-IMPORT BANK 


Export-IMPorT BANK OF WASHINGTON, 


Washington, D. C., August 7, 1956. 
Hon. Paut Brown, 


Chairman, Joint Committee on Defense Production, 
Washington, D. C. 
(Attention: Mr, Harold J. Warren, clerk and. counsel. ) 

Dear Mr. Brown: I am pleased to enclose the information pertaining to the 
operations of the bank under the Defense Production Act during the past year, 
as requested in your letter of August 3, 1956. 

In the event any further information is desired, I shall be happy to furnish it. 

Sincerely yours, 


SAMUEL C. WaAuGH, President. 


LENDING ACTIVITIES OF THE Export-IMPort BANK UNDER THE DEFENSE 
Propucrion AcT 


The Export-Import Bank was named in section 311 (a) of Executive Order 
No. 10161, as amended by Executive Order No. 10281 of August 28, 1951, as 
the agency designated to make and administer all loans under section 302 of 
the Defense Production Act of 1950, as amended, where the expansion, de- 
velopment, or production so financed is carried on in foreign countries. Execu- 
tive Order No. 10480 of August 15, 1953, which superseded the above orders, 
retained section 311 unchanged, except for inclusion of the additional authority 
to guarantee loans for expansion, development, or production in foreign coun- 
tries. By means of the credits authorized, new sources have been provided 
of copper, cobalt, manganese, molybdenum, and zinc for the United States 
stockpile or use by United States industry. 

The bank has the responsibility for all financial aspects of loans made under 
section 302 of the Defense Production Act of 1950, as amended, for activities 
carried on in foreign countries. Such loans are made by the bank only upon a 
certificate of essentiality of the loan issued by the Director of Defense Mo- 
bilization or the General Services Administration. 

Funds disbursed under these loans are made available to the bank by alloca- 
tions, from the Office of Defense Mobilization, to borrow from the Treasury De- 
partment under the authority contained in section 304 of the Defense Pro- 
duction Act of 1950, as amended. Amounts allocated for this purpose reached 
a maximum of $135 million on February 16, 1953, which later was reduced to 
the present $50 million on February 4, 1954. 

Letters of understanding have been exchanged with the Director of Defense 
Mobilization and the Defense Materials Procurement Administrator, now suc- 
ceeded by the General Services Administrator, recognizing and expressing the 
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cooperative relationship existing with the bank in the conduct of these lending 
operations abroad. 

Approximately $8.8 million, as of June 30, 1956, remained to be disbursed in 
accordance with credit agreements already made. No additional credit auth- 
orizations by the bank under the Defense Production Act are contemplated in 
the future. 

No certificates of essentiality were received and no new loans were authorized 
under this authority during the fiscal year ending June 30, 1956. Information 
on the loans previously authorized is as follows: 


Summary of operations, Defense Production Act loans 
{In thousands of dollars] 





Operations during fiscal year | Unpaid 

Credits pre- ending June 30, 1956 loan bal- 

Country and obligor Product WiC lik sk ca el cl ee ee OueeP 
author- | standing 


ized Amount | Principal | Interest | June 30, 
disbursed| repaid | collected 1956 


Brazil: Industria e Comercio de | Manganese__| ! $15, 896.9 | $5, 931.5 |.........- $531.5 | $14, 596.9 


Minerios, S. A. ; 
Haiti: Cotes de Fer Corp--.-----.-..- Stak. acisis. TOBE Nin -ceendtcolcchan-<neek:-qaninansin 31.9 
Mexico: Zine Nacional, 8. A-....-..| Zime.--..-... Sf erie $183.9 8.9 24.8 
Canada: 
Campbell Chibougamau Mines, | Copper. --.-. €G06 taiiinwa 5, 500.0 152.6 0 
Ltd. 
Molybdenite Corporation of | Molyb- GORE Lisine seas 162.0 2.1 243.0 
Canada, Ltd. denum, 
Africa, Northern Rhodesia: Rho- | Copper and 22,400.0 | 7,913.3 |.......... 561.9 | 15,422.0 
desia Congo Border Power Cor- cobalt. 
poration, Ltd. 
TOM... 2c i cconnnosaecedduteandecdp Gane 44, 876.7 | 13,844.8 | 5,845.9) 1,278.0) 30,318.6 
| 


1 Being that part of $70,193.1 credit authorized Sept. 4, 1952, certified to Eximbank by DMPA, 
$54,296.2 of which is a direct loan by Export-Import Bank. 








FEDERAL HOMB LOAN BANK BOARD 


FEDERAL HoME LOAN BANK BOARD, 
Washington, D. C., August 20, 1956. 
Hon. Pavut Brown, 
Chairman, Joint Committe on Defense Production, 
Clerk and Counsel, Washington, D. C. 
(Attention: Mr. Harold J. Warren.) 


Dear Mr. CHAIRMAN: In response to your letter of August 3, 1956, the Federal 
Home Loan Bank Board submits the following summary of its operations under 
the Defense Production Act: 

The Board’s programs under this act are set forth in Defense Mobilization 
Order I-22, dated March 28, 1956: 

“1. The Federal Home Loan Bank Board (hereinafter referred to as the 
Bank Board) will be responsible for the development of national security pre- 
paredness measures relating to savings and loan credit policies and programs, 
The Bank Board will cooperate in this work with the Federal Reserve Board to 
the extent necessary to reflect Bank Board views and ensure general coordina- 
tion of savings and loan credit policies and programs with basic national policies 
under conditions of mobilization. Likewise, with the cooperation of the Depart- 
ment of the Treasury the Bank Board will develop national security prepared- 
ness programs relating to the operations of the Federal Home Loan Bank System 
(hereinafter referred to as the Bank System). : 
‘ “2. Among the measures for which the Bank Board will be responsible are the 

ollowing: 

“(a) Development of plans and regulations with respect to the Bank System 
for appropriate general and selective credit controls to curb inflationary pres- 
sures during various types of mobilization emergencies. 

“(b) Preparation, in cooperation with the Department of the Treasury, of 
plans for availability of savings and the provision for essential credit to the 
members of the Bank System under conditions of attack. 

“(c) Development of plans to encourage preparedness measures by the mem- 
bers of the Bank System designed to support continuity of operations of the 
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System in the event of enemy attack, including the preservation of essential 
records. 

“(d) Development and maintenance of specific plans to assure the continuity 
of the essential functions of the Bank System in the event of an attack on the 
United States. 

“3. Such preparedness measures will be undertaken on a basis consistent with 
defense mobilization assumptions and objectives for the Government as a whole. 
To assure such consistency and coordinated planning, proposed programs will 
be submitted to the Director of the Office of Defense Mobilization or developed 
jointly.” 

" These are standby programs and would be activated only in the event of an 
emergency. The Board is, however, planning and preparing for the continuity 
of its operations should an emergency occur. 

Our primary activities under the defense mobilization order, during the period 
since its issuance, are set out below. 

Established our relocation site, where the Board’s indispensable records 
are stored and where the Board’s emergency functions can best be performed. 
Organized a staff to man the site upon being alerted. The district Federal 
Home Loan Banks have done likewise and are ready to operate from their 
sites. 

A relocation committee from the Board’s staff has been set up to plan and 
supervise our relocation activities, subject to direction by the Board. A 
committee of Federal Home Loan Bank presidents has also been created 
to assist in the development of planning for continuity of the savings and 
loan business in the event of an emergency. ; 

Delegations of authority have been issued establishing the succession to 
the Board in the event of a devastating attack on Washington, D. C. 

The Board has drafted an Executive order for the President’s signature, 
bills for enactment by Congress, and regulations for adoption by the Board, 
to provide for the protection and continued operation of the savings and 
loan system during a national emergency. 

In furthering the development of plans affecting the monetary policies 
and economic stabilization of the Nation, we are cooperating with the Office 
of Defense Mobilization, Treasury Department, and Federal Reserve Board. 

Operation Alert 1956 was the first such exercise participated in by the Board 
as an independent agency. The experience was profitable and encouraging 
The Board, as part of the exercise, took steps for the continued operation of the 
Federal Home Loan Bank System and the savings and loan business. These 
dealt with such subjects as withdrawals; debt deferment; reports as to financial 
assistance needed by savings and loan associations; provision for procurement 
of operating funds for our Federal home-loan banks. 

The exercise pointed up certain areas in which our planning and operations 
can be improved, such as expansion of communication facilities, and arrange- 
ments for more complete information on property damage. Certain fundamental 
questions relating to the economic stabilization of the Nation need to be resolved. 
Such matters will have direct effect on the Board’s future planning. These 
are postexercise problems to be pursued further in cooperation with the Treasury 
Department, Federal Reserve Board, and Office of Defense Mobilization. 

Very truly yours, 


Harry W. CavuLsen, Secretary. 





HOUSING AND HOME FINANCE AGENCY 


Hovusinc AND Homer FINANCE AGENCY, 
OFFICE OF THE ADMINISTRATOR, 


Washington, D. C., September 19, 1956. 
Hon. Pau. Brown, 


Chairman, Joint Committee on Defense Production, 
House of Representatives, Washington, D. C. 
(Attention: Mr. Harold J. Warren, Clerk and Counsel.) 


Dear Mr. CuarrMan: This letter is in response to your request of August 3 
for.a brief summary of the operations of the Housing and Home Finance Agency 
under the Defense Production Act. It is our understanding that it is the desire 
of the Joint Committee that the Agency’s report on this subject include all de- 
fense mobilization and civil-defense assignments that have been made to the 
Housing and Home Finance Agency. 
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The Housing and Home Finance Agency’s authority in these areas stem from 
Defense Mobilization Order I-14 issued by the Office of Defense: Mobilization 
i on November 26, 1954, and responsibilities assigned to the Agency by the Federal 
} €ivil Defense Administrator under FCDA Delegation No. 2 of September 8, 1954. 

The major activity of the Agency during the past year, as during the previous 
year, under these two orders, has been directed toward the following broad 
program objectives : 

1. To identify the immediate emergency role of the Federal Government 
in providing emergency shelter and related community facilities during that, 
period which would follow a nuclear attack against the major population 
centers of the Nation. Subordinate but basic to the accomplishment of this 
objective is the development of plans under which the Agency would pro- 
vide leadership and guidance to the States and cities in preparing their 
standby operational plans so that, if any attack should occur, emergency 
housing and related community facility resources would be available in re- 
ception or support areas to provide temporary lodging for the evacuated 
population of target cities. 

2. To define in detail the wartime mission of the Agency for the recovery 
period. Here the emphasis is on the development of programs to provide 
necessary housing and community facilities in support of the essential 
needs of the civilian population, military operations, and the demands of 
war industry. 

3. To assure the administrative readiness of the Agency in the event of 
mobilization by developing detailed plans for: (a) undertaking essential 
wartime programs; (b) curtailing or terminating programs without war- 
time significance ; (c) staffing essential functions under appropriate organiza- 
tional realinements; (d) relocating Agency personnel and records to non- 
target areas to assure continuity of essential functions ; and (e) maintaining 
executive direction. 

The principal accomplishments during the past year in moving toward these 
objectives are briefly summarized below: 

1. In April of 1956 an internal Agency order was issued under which 
major functional areas of mobilization and civil defense planning respon- 
sibility were defined, delineated, and delegated to each constituent agency 
and unit—the Federal Housing Administration, the Public Housing Ad- 
ministration, the Federal National Mortgage Association, the Urban Re- 
newal Administration, and the Community Facilities Administration. Un- 
der this order, each constituent is currently developing and refining its de- 
tailed emergency action plans. These plans have been tested during Opera- 
tion Alert 1956 and during the April Mobilization Plan C Exercise. 

2. There has been a substantial increase in staff participation in the 
mobilization and civil defense planning process. The Defense Planning 
Branch, within the Division of Plans and Programs, and the HHFA De- 
fense Council were activated shortly before Operation Alert 1955. Since 
then each constituent agency and unit has appointed a defense planning 
coordinator and has established a defense planning committee. The HHFA 
Defense Council has been reconstituted and now meets regularly once a week. 
In May of 1956 a regional circular was issued establishing the necessary 
mechanism for the performance of regional defense planning activities, in- 
cluding representation on ODM’s regional mobilization committees and 
FCDA’s regional civil defense coordination boards, and participation in 
test exercises. One of the principal provisions of this circular called for 
the establishment, within each of the Agency’s six regions, of an HHFA 
regional defense planning committee with membership consisting of the 
principal regional official of each constituent agency and unit and the HHFA 
regional administrator as chairman. 

3. This Agency has worked closely with the Office of Defense Mobilization 
in developing governmentwide mobilization plans. It is represented on 
ODM’s mobilization plans group, and as a result has been able to relate 
its own planning in the housing and community facilities area to govern- 
mentwide assumptions and to the plans that are being developed in such 
other areas as production, materials, manpower, stabilization and the like. 

4. The Agency is represented on ODM’s Manpower Policy Committee. It is 
also represented on the Civil Defense Coordinating Board, which was es- 
tablished by the President under Executive Order 10611. Recently at the 
request of the Federal Reserve Board this Agency assigned 2 member of 
its staff to work with the Board in the development of draft legislation 
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and regulations for appropriate general and selective credit controls to 
curb inflationary pressures under various types of mobilization emer- 
gencies. 

Within the last 2 months the Agency has been advised by the Federal Civil 
Defense Administration of the funds that will be made available to it to carry 
out its responsibilities under FCDA Delegation No. 2. Negotiations are now 
in process with the Federal Civil Defense Administration for the purpose of 
defining the specific projects and activities which the Agency will undertake 
during the current fiscal year. 

If there is any further information desired by the joint committee concerning 
the defense planning activities of the Housing and Home Finance Agency, please 
do not hesitate to call upon us. 

Sincerely yours, 
Aubert M. Coie, Administrator. 





ATOMIC ENERGY COMMISSION 


Atomic ENERGY COMMISSION, 
Washington, D. C., September 14, 1956. 
Hon. Paut Brown, 
Chairman, Joint Committee on Defense Production, 
Congress of the United States. 

Dear Mr. Brown: In accordance with the request in your letter of August 3, 
1956, to the Chairman, Atomic Energy Commission, the following is a factual 
summary of operations of AEC under the Defense Production Act for the past 
year: 


PRIORITIES AND ALLOCATIONS 


The Business and Defense Services Administration (formerly NPA) delegated 
priorities and allocations authority to the Atomic Energy Commission in BDSA 
Delegation 2, as amended, July 27, 1951. This delegation, with power of redele- 
gation, authorizes the AEC: To apply ratings and allotment numbers, as appro- 
priate, on orders for delivery of products and materials needed for the accom- 
plishment of approved programs; to assign to others (contractors) the right 
to use ratings and allotment numbers on purchases for the account of AEC, 
and to provide priorities and allocations assistance to other AEC contractors, 
except suppliers of electric-power services, for use in connection with certain 
procurement for their own account. 

Under the rules and regulations issued by BDSA, identification of all purchase 
orders for materials needed to meet AEC contracts and subcontracts is manda- 
tory and not optional. Accordingly, all procurement by or for the account of 
the AEC, of products and materials that are subject to the regulatory provision 
of the priorities and allocations system, is accomplished by the use of DO rated 
orders or authorized controlled materials orders, as appropriate. 

The priorities and allocations system is administered within the AEC in accord- 
ance with AEC priorities and allocations series bulletins and supplements issued 
to all offices and divisions, headquarters, and to managers of operations. These 
bulletins implement policies and procedures established by BDSA in its regu- 
lations and orders and set forth the basic AEC policies and procedures. 

Estimates of controlled materials are developed by AEC contractors, screened 
for reality and time phasing by the operations offices prior to submittal to head- 
quarters for total program coordination. Headquarters presents the ADC request 
for allotments to the Office of Defense Mobilization (ODM). Upon receipt of 
the allotments, distribution is made to operations offices and other elements of 
AEC that are responsible for placing delivery orders for products and materials 
for AEC programs. 

Allotment accounts are maintained throughout the AEC to assure that allot- 
ment usage does not exceed the allotments received. 

Under DMS, the AEC is the claimant agency before the ODM for allotments 
of controlled materials for its own programs. By designation from ODM and 
BDSA, AKC is also the claimant agency for the Canadian atomic energy program 
and certain electric-power programs for which the BDSA and Department of 
the Interior, respectively, are the alloting agencies. 








JOINT COMMITTEE ON DEFENSE PRODUCTION 265 


The priorities and allocations system has been extremely helpful in providing 
preferential treatment to AEC orders for materials and products. However, 
oceasions do arisé when the AEC or its contractors experience difficnities in 
placing orders or in obtaining required deliveries on schedule. In-such cases, 
if ANC efforts to resolve the problems involved are unsuccessful, special assistance 
is requested from BDSA. In rendering this assistance BDSA may issue a DX 
rating or directive on the supplier. 


MOBILIZATION READINESS ACTIVITIES 


AEC is cooperating fully with the Office of Defense Mobilization in imple- 
menting the various mobilization readiness plans. Highty-three machine tools 
have been placed in storage as part of the defense mobilization production equip- 
ment inventory (DMPEI); the mobilization base is being expanded to include 
more alternate suppliers ; classification by functional categories of AEC essential 
wartime functions is in process; major emphasis has been placed on full par- 
ticipation in all operations alerts, and AEC has prepared certain internal standby 
instructions based upon emergency standby regulations and orders of ODM. 


ASSISTANCE TO SMALL BUSINESS 
Authority 


A firmly established and aggressive small-business program is maintained by 
AEC and by the contractors that build and operate the industrial complex of AEC 
plants and laboratories regarding the purchasing and contracting for required 
supplies and services. Cooperation with the Small Business Administration is a 
fundamental element of the AEC program which has been developed pursuant 
to the authority of the Small Business Act of 1953, as amended, in addition to 
the Defense Production Act of 1950, as amended. 


Summary of activities 


The AEC small-business program is based on the policy enunciated by Congress 
that a fair proportion of the total purchases and contracts for supplies and serv- 
ices shall be procured from small-business concerns. To achieve the objective 
of this policy, AEC has developed and published a policy statement which sets 
forth a series of specific small-business policies and program requirements. Maxi- 
mum practicable small-business participation is required, and the other policies 
include cooperation with the Small Business Administration. Subcontracting is 
the focal point of the AEC small-business program, since AEC is responsible for 
the Government’s atomic-energy programs, but does not directly construct and 
operate the many plants and laboratories which make up the atomic-energy in- 
dustrial complex. The AEC small-business program—including the subcontract- 
ing portion of the program—has been in operation for several years. Individual 
cost-type operation and construction contractors have established appropriate 
small-business programs, Contractor reports indicate that a substantial number 
of new small-business concerns are being added continuously to bidders’ lists, 
that continuous vigilance is being exercised to insure small-business participation 
in suitable actions, and that small business is receiving the preponderance of 
awards which are suitable. Information which is helpful to small business is 
maintained on an up-to-date basis in the publication, Selling to ABC. Cooperation 
with the Small Business Administration is based on a long-standing joint memo- 
randum which provides for the maintenance of liaison between AEC operations 
and contractors and appropriate SBA regional offices for exchanges of informa- 
tion regarding AEC procurement opportunities, suggestions of qualified small- 
business concerns, and other appropriate matters. AEC and its contractors also 
have participated in SBA procurement conferences. 


Program effectiveness 


The vitality and effectiveness of the AEC small-business program are reflected 
by the trend of the small-business share of total AEC subcontract dollars, which 
has shown an increase each year over the prior year, and in fiscal year 1956 
achieved a record high of 45.7 percent. 
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V-LOAN PROGRAM 


During fiscal year 1956 the AEC guaranteed one loan under the Defense Pro- 
duction Act, as follows: 


Amount of credit authorized__.....-....--...~.~-...-..-....-..- $60, 000. 00 
Percentage: guaranteet..2o6i02 st he ih et sb 80 
Mecent = Geer eRe noi nin se ek Sn patil ~gldad sive $48, 000. 00 
Gross income (guaranty and commitment fees) ~.--_--_--_--__-___ $72. 83 
Tpene RN an kh aii Se iStewccceewns None 
THO DRI i diqeiinitic ine nena bls $72. 83 


ACCELERATED TAX AMORTIZATION 


The Office of Defense Mobilization refers to AEC for evaluation and comment 
certain applications for certificates of necessity. During fiscal year 1956 AEC 
commented to ODM on 24 such applications. 

We would be pleased to provide any further information you might wish on 
this matter. 

Sincerely yours, 
R. W. Coox, 
Acting General Manager. 


SMALL BUSINESS ADMINISTRATION 


SMALL Bustness ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR, 
Washington, D. C., September 17, 1956. 
Hon. Paut Brown, 
Chairman, Joint Committee on Defense Production, 
Congress of the United States, Washington, D. C. 


DEAR CONGRESSMAN Brown: In response to your request of August 3, 1956, I 
am pleased to enclose a report of the activities of the Small Business Admin- 
istration which relate directly and indirectly to defense production programs. 
This report covers operations for the period July 1, 1955, through June 30, 1956. 

Sincerely, 
WENDELL B. Barnes, Administrator. 


PROGRAMS OF PROCUREMENT AND TECHNICAL ASSISTANCE TO SMALL BUSINESS 


I. INTRODUCTORY REMARKS 


The Small Business Administration is the first peacetime independent Gov- 
ernment agency created for the sole purpose of advising and assisting the 
small-business enterprises of the Nation. By the enactment of Public Law 
268, of the 84th Congress, Ist session, the enabling legislation creating the Small 
Business Administration has been extended to June 30, 1957. 

The Small Business Administration is empowered by this legislation to make 
business loans to small-business concerns; to aid, counsel, assist, and protect 
insofar as possible the interests of small business to insure that a fair proportion 
of total purchases and contracts of supplies and services for the Government be 
placed with small business; and to make disaster loans as an aid to small 
plants and persons that are victims of floods and other disasters. Procurement 
and technical assistance is a service to individual small firms desiring to parti- 
cipate in Government purchases of supplies and services and in related sub- 
contracting opportunities. In addition, it seeks to help small-business concerns 
keep abreast of improved production, managerial, and marketing techniques 
(exhibit A). 


Recommendations of the Cabinet Committee on Small Business 


Longer range Government policy and progress in national economic develop- 
ment as related to the important contributions of small business to the vitality 
of the American economy, are factors of major importance to the various Gov- 
ernment departments. In view of the keystone position small business holds 
in the American economic system, a Cabinet Committee on Small Business has 
been established by the President which has the objective of directing the 
development and strengthening of Government programs and policies to provide 
such enterprise with additional constructive assistance. 
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The Administrator of the Small Business Administration has been named a 
member of the Cabinet Committee on Small Business, and problems and re- 
quirement of small business as experienced by the SBA in the administering 
of the Small Business Act of 1953, are reflected in the committee actions. 

The committee has issued a progress report which sets forth recommenda- 
tions that are formulated to give further constructive steps to aid small busi- 
ness. The recommendations encompass financial assistance; tax benefits; tech- 
nical services and advise; help in obtaining procurement contracts; discontinuant 
of Government owned and operated commerial, industrial-type facilities; and the 
preservation of competition. 

As a part of its recommendations, the committee calls attention that the life 
of the Small Business Administration, scheduled to expire in 1957, should be 
extended at the earliest opportunity. 


Il. RELATIONSHIP OF SBA WITH OTHER GOVERNMENT AGENCIES 


In the Small Business Act of 1953, as amended, congressional policy with 
regard to the relationship between small firms and the Federal Government is set 
forth—‘** * * that the Government should aid, counsel, assist, and protect 
insofar as is possible the interest of small-business concerns.” 

Further, the act states that the Small Business Administration is established 
to carry out this policy, and that the agency should consult and cooperate with 
other Government departments and agencies in order that “* * * the interest 
of small-business enterprises may be recognized, protected, and preserved * * *.” 
The act and hearings and reports preceding this legislation indicates clearly that 
the intent of Congress is to make SBA the spokesman for small business in the 
establishment of policy and an advocate in the correction of particular problems 
of small business. 

In order to carry out this policy, Congress provided specifically for certain 
programs wherein the Smail Business Administration exercised complete control. 
In other instances, the agency is not given complete jurisdiction but is directed 
to cooperate and consult with other agencies of the Government. 

The Small Business Act of 1953, as amended, gives SBA authority, in addition 
to making business and disaster louns, (1) to determine and cooperatively set 
aside for award to small firms, all or any part of a proposed procurement; (2) to 
provide technical and managerial aids to small firms: (3) to enter into contracts 
with Government procurement agencies; (4) to make an inventory of all pro- 
duction facilities of small firms; and (5) to certify as to size of business 
concerns. 

The SBA is directed to consult and cooperate with other agencies and to 
recommend policies which would be beneficial to small firms; to consult and 
cooperate with officers of the Government having procurement powers; to en- 
courage the letting of subcontracts by prime contractors; to make studies and 
recommendations to appropriate agencies to insure that a fair proportion of 
total purchases and contracts be placed with small-business enterprises; to 
consult and cooperate with all Government agencies for the purpose of insuring 
that small-business concerns receive fair and reasonable treatment; and to 
make recommendations concerning the effect of price, credit, and other controls 
imposed on small business under war or defense programs. 

By drawing on the technical staff and research facilities of other Government 
departments, the SBA is placed in the position to render an effective job of 
helping small business without duplication of efforts on the part of either SBA 
or other Government departments. 

Furthermore, this cooperative undertaking with respect to various Government 
departments—and particularly with reference to procurement activities—pro- 
vides tangible evidence that the SBA is directing its program activities to bring 
about close and cooperative working relationships in recognition of the intent 
of Congress. 


III. PROCUREMENT ASSISTANCE TO SMALL BUSINESS 


Noteworthy progress has been made by the Small Business Administration 
in strengthening and expanding its programs in aiding, counseling, and assisting 
small business concerns to participate in a greater proportion of the purchases 
and contracts for supplies and services for the Government. The most per- 
sistent problem has been how best to divide the available manpower among the 
various functions to be carried out in extending procurement assistance to 
small firms (exhibit B). 
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The SBA/Defense Department program for set-asides for small business was 
begun in August 1953. Since then, there has been increasing activity and prog- 
ress in the program, as shown by data on proposed set-asides initiated by 
SBA, the set-asides agreed to by the military services, and the procurements 
awarded to small business. The attached exhibit C provides this data, by 
6-month periods, starting with the last half of fiscal year 1954, and continuing 
through fiscal year 1956. 

It will be noted from the summary table that in the period July through 
December 1953, SBA proposed 733 set-asides for small business covering pur- 
chases totaling about $180 million. Indicative of the increased SBA activity, 
from January through June 1955, the agency proposed 2,498 set-asides, covering 
purchases totaling more than $250 million; from July through December 1955, 
2,276 set-asides covering purchases totaling about $214 million; and from Janu- 
ary through June 1956, 4,131 set-asides covering purchases totaling $352,462,912. 
In the period January through June 1956, for example, the military agreed to 
3,904 of the 4,131 set-asides proposed by SBA. 

During fiscal year 1956, other suitable procurements totaling $29,239,000 
which normally would have been restricted to small business under the set- 
aside program, were released for award to firms located in disaster areas. 
Had this disaster priority not been required, the set-aside accomplishments 
would, of course, have been increased by that amount. 

A. Joint set-asides: The joint determination program 

The joint set-aside program is carried out by the Small Business Administra- 
tion with the cooperation of Government agencies having procurement authori- 
ties and related requirements. Section 214, Puble Law 163, as amended, em- 
powers the SBA and Government contracting officers to set aside proposed pro- 
curements for competition among, and award to, small-business concerns when 
the procurement agencies concur that such action is in the interest of main- 
taining or mobilizing the Nation’s full productive capacity or is in the interest 
of war or national defense programs. 

This joint set-aside program with the military services has been carried on 
full time during the past year at 38 major procurement installations throughout 
the country. During the year, coverage also was extended to a limited number 
of other civilian and military procurement installations on a part-time basis. 
Appended is a list of procurement installations where joint set-asides for small 
business were made during the last half of fiscal vear 1956 (exhibit D). 

During the past year, the program under which the SBA and military serv- 
ices acted cooperatively to increase the participation of small business in con- 
tracts for military supplies and services, has been extended and strengthened. 
The basis for further strengthening of this cooperative activity is reflected in 
a summary of the Department of Defense Instruction 4100.9 as initially issued 
on March 10, 1954, and as revised on November 14, 1955. 

The scope of the joint determination program has been potentially expanded 
by the November 14, 1955, instruction secured, with the Department of De- 
fense. This policy instruction permits the Small Business Administration to 
screen and restrict to small business firms the following categories of procure- 
ments which were previously excluded from the program: classified procure- 
ments, purchase under $10,000, research and development projects, and pur- 
chases of an emergency nature. 

The Department of the Navy implemented the broadened small business set- 
aside program by the issuance of Navy Procurement Directive 34-201 dated 
February 1, 1956. In addition, the Navy established a task force to visit all 
Navy Procurement Installations for the purpose of bringing emphasis to this 
implementation directive. Army Regulations No. 715-3 dated February 29, 
1956, implementing the DOD instruction, became effective on issuance. Army 
procedures, however, made it necessary for the Technical Services to issue 
their operating instructions before the regulations were effective at the contract- 
ing officer level. This was accomplished during the first part of May 1956. 
Air Force implementation instructions were issued in May 1956, and were 
effective that month. 


B. Effectiveness of the joint set-aside program with the military services 

One measure of the effectiveness of SBA’s joint set-aside program with the 
military services is the dollar amount of military purchases which have been 
earmarked for exclusive award to small business. Since the beginning of the 
agency on August 1, 1953, through June 30, 1956, 11,620 procurements totaling 


$1,112,793,380 have been jointly set aside exclusively for small-business firms. 
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All but 277 of these set-asides, totaling $8,103,520, were with the military serv- 
ices (exhibit E). 

During fiscal year 1955 and the first part of fiscal 1956, several types or cate- 
gories of military purchases were not included under the set-aside program. 
Not screened for possible earmarking as set-asides for small business were 
construction contracts, proprietary items, research and development projects, 
classified procurements, those of an emergency nature, and those involving an 
expenditure of less than $10,000. Now, however, all of these categories (except 
proprietary procurements) are eligible for set-aside for small business in the 
revised Department of Defense Instruction 4100.9 dated November 14, 1955, 


C. Civilian agency set-aside program 


Another major step taken during the past year toward strengthening the set- 
aside program has been that of arranging for the SBA and other civilian Govern- 
ment agencies to determine jointly that specific purchases are to be set aside in 
part or completely for award to small business concerns (exhibit D). 

Initial results of these new arrangements with civilian agencies have been 
satisfactory and indicate an earnest desire of all the agencies to increase par- 
ticipation of small business in their agency procurements. The future success 
of the joint set-aside program will, of course, be refiected in direct proportion 
to the number of procurement installations that can be covered by SBA repre- 
sentatives. 

1. General Services Administration—In September 1955, a pilot set-aside 
program was established with the New York branch of the National Buying 
Division of GSA for making set asides primarily on oflice supplies and equipment 
previously purchased through the Army Quartermaster. On November 17, 1955, 
a formal policy agreement between the two agencies was completed and the set- 
aside program was extended to the Washington branch of the National Buying 
Division. Final implementing instructions were issued on May 18, 1956, estab- 
lishing a set-aside program with the GSA Federal Supply Service throughout 
all General Services Administration regional offices. The program has now 
been implemented in all of these offices. At the end of fiscal year 1956, 150 GSA 
procurements totaling $6,350,928 had been restricted to small firms. 

2. Veterans’ Administration.—A policy agreement for a joint small-business 
program was established with the Veterans’ Administration on January 11, 1956. 
Operating instructions were subsequently formulated establishing the set-aside 
program on general classes of medicine, foodstuffs, equipment, and general sup- 
plies. As of June 30, 1956, 68 procurements totaling $1,445,735 were set aside 
for small business under this program. 

3. Department of Agriculture.—The Department of Agriculture and the Small 
Business Administration adopted a policy and operating agreement for the set- 
aside program on February 7, 1956. ecause the procurement in this Depart- 
ment has been decentralized to such a large number of procurement offices, a list 
of the major offices was released to the SBA regional offices for study and deter- 
mination of the appropriate centers affording a practicable set-aside program. 
As the result of this study, the Small Business Administration assigned repre- 
sentatives on a part-time basis to those offices where volume of purchases 

arranted joint set-aside action. Through June 30, 1956, 54 procurements, total- 
ing $261,882 had been restricted to small firms. 

4. Department of Intcrior.—The final agreement for a joint set-aside program 
between the Small Business Administration and the Department of the Interior 
was signed on April 12, 1956. Since purchasing by this Department also is de- 
centralized, implementation of the program has been arranged at those Interior 
field offices whose purchasing volume warrants the program. Through June, 
only 10 procurements amounting to $44,975 had been set aside for small business 
because of the time necessary to implement the program in the field. 

5. Post Office Department.—The United States Post Office Department and 
the Small Business Administration established an agreement on March 22, 1956, 
that a small-business program would be carried out between the two agencies 
in their headquarters city, Washington, D. C. Implementing instructions are 
now being worked out. 

6. Atomic Energy Commission.—A joint set-aside program for small business 
has not been established at present with the Atomic Energy Commission be- 
eause AEC purchases suitable for small business are made by their prime con- 
tractors. However, the AEC and SBA are fully aware of the opportunities for 
subcontracting through the AEC program. Therefore, AEC and SBA developed 
an agreement in 1953 which established close working relationships between the 
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field offices of the two agencies for the purpose of rendering maximum assistance: 


to small business in obtaining subcontracts from AEC prime contractors. This 
agreement in effeect was a continuation of the program begun under SDPA. 
Under this arrangement, SBA regional offices were notified by AEC prime con- 
tractors of subcontract opportunities which in turn were referered to small 
firms which had requested assistance from SBA. In addition, SBA facilities 
inventories were made available to the prime contractors for the selection of 
small-business suppliers in specialized fields. The AEC operations area offices 
and their prime contractors have worked closely with SBA regional offices in 
finding small firms as bidders in order to extend maximum assistance to small 
business. 

During the past year, AEC prime contractors have completed the major con- 
struction and installation projects and have turned over the plants to the 
operations contractors. Future procurements at these plants will be limited 
mainly to maintenance, repair, and operating supplies. Contact will continue 
to be maintained between SBA regional offices and AEC operations area offices 
and prime contractors so that small-business firms may be given the maximum 
opportunity to compete for the purchase requirements of the operation of ADC 
plants and laboratories. 

7. International Cooperation Administration.—The ICA provides SBA regional 
and branch offices with ICA small-business circulars which contain advance pro- 
curement information on hundreds of export trade opportunities for American 
small businesses through export trade under the various programs financed by 


International Cooperation Administration. Using this information, SBA field 
offices furnish interested small manufacturers, suppliers, and exporters with. 


descriptions of items, quantities, specifications, shipping instructions, and names 
and addresses of purchasing offices. ICA is a technical cooperation and financ- 
ing agency and does only limited buying. To date, practicable working arrange- 


ments have not been developed for a joint set-aside program between the two. 


agencies because buying for friendly nations participating in the mutual-security 
program is done generally by other agencies of the United States Government. 
However, future procurements made for ICA by the Department of Agriculture, 
the General Services Administration, and the Department of Interior may be 
screened for joint set-asides. 


D. Certificates of competency 

The certificate of competency program carried on by the Small Business Ad- 
ministration makes available to small firms an appeal procedure from decisions 
by military or civilian contracting officers. If a small company or group of 
companies is low bidder or within negotiation, but is being rejected because of 
question of credit or capacity, the company may apply to the SBA for a certificate. 

SBA field office personnel make detailed plant inspections and financial studies 
of firms applying for certificates of competency. If the agency finds that the 
bidder actually is qualified to perform the contract, it issues a certificate of 
competency attesting to this finding. The certificate must be accepted as con- 
clusive by the procurement officer as far as technical and financial requirements 
of the contract are concerned. When a certificate of competency is issued by the 
SBA, the small firm is awarded the contract and the firm’s progress under that 
contract is watched closely by the SBA regional office staff in order to assist 
the contractor in meeting his contractual obligations. 

The Small Business Administration has received 539 applications for certifi- 
cates of competency with a total value of $83,131,132. As of June 30, 1956, 
certificates of competency have been issued to 213 firms covering contracts of an 
estimated value of $27,413,522 (exhibit F). Two applications are pending final 
action and 224 were declined or withdrawn. 

Some typical examples of assistance in reference to certificates of competency 
are given in exhibit G. 


B. Procurement aid to firms in disaster areas 


The Small Business Administration is cooperating with other Federal agencies 
in disseminating procurement information to firms located in disaster areas, As 
an example, the Navy Department and the SBA have arranged for bid sets on all 
unclassified Navy procurements to be sent to SBA field offices and to Navy 
materiel inspection offices located in disaster areas. Small Business Administra- 
tion offices make referrals of these procurements to small firms registered with 
them and also maintain the bid sets for inspection by all interested firms. 

Another example of cooperation to assist disaster areas is that of Small 
Business Administration field offices bringing to the attention of small firms 
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items which the General Services Administration wishes to purchase from firms 
located in disaster areas, 

To make this assistance as effective as possible, SBA field offices publicize 
throughout disaster areas the types of aid which military procurement offices 
are prepared to offer for insuring that maximum aid be given interested firms in 
flood-disaster areas. This is followed promptly by surveys of interested small- 
business firms within the areas to determine their productive potential and the 
items which they might supply to the Government. The results of these surveys 
are then compiled—as lists of firms showing names, addresses, and the items 
which they can furnish—and brought to the attention of contracting officers in 
main purchasing offices of the Government for use in considering set-asides for 
the disaster areas. 


F. Assistance to surplus labor areas 


Small Business Administration assistance to surplus labor areas is extended 
to small businesses by helping individual small firms in the areas. The SBA’s 
assistance to the individual small firms can take three forms: Help in obtaining 
prime contracts and subcontracts, technical production information, and financial 
assistance. Requests for assistance which are concerned chiefly with area devel- 
opment preblems, such as locating new industries for communities, are referred 
to the Department of Commerce, Office of Area Development. 

The usual procedure is for the agency representatives to be invited by com- 
munity leaders and groups of small-business executives to discuss employment 
increases which might result from the SBA’s programs of procurement assistance, 
technical production assistance, new products, managerial, and financial assist- 
ance. The SBA’s programs of assistance are outlined both in group meetings, 
and in consultation with individual small concerns as a followup on the larger 
meeting. At these meetings, agency staff members explore with the firms pos- 
sible ways te expand or diversify their production so as to absorb the area’s 
surplus labor. 

Many more military supply contracts were placed in surplus labor areas in 
fiscal 1955 than was the case a year earlier. The increase was from $577 million 
to $1,466 million. While the amount placed as a result of preferential treatment 
for these areas and industries has been small compared with the total, it in- 
creased to $48 million from a little more than $8 million. Preference in the 
placing of these contracts is given in accordance with Defense Manpower Policy 
No. 4 issued by the Office of Defense Mobilization on November 4, 1953, to 
increase contracts and facilities in these areas. 


. Procurement assistance counseling 


In its counseling program, the Small Business Administration helps small 
firms determine which items or services they can supply to the Government, 
and assists them in being included on the appropriate bidders lists. In addi- 
tion, by agreement with the Defense Department, the agency may assist small 
business concerns in obtaining bid sets for any purchase which is suitable for 
supply by small business. 

Upon request, small firms can receive from the SBA notices of suitable bid- 
ding opportunities in both the prime and subcontract fields. Many SBA field 
offices also obtain bid sets from purchasing offices in their areas and display 
them for informational purposes. The offices inform interested firms as to how 
the bid sets, specifications, and drawings relating to the purchases may be 
obtained, or where they are available for inspection. In this connection, each 
SBA field office maintains a set of Government packing and packaging speci- 
fications especially selected to fill the needs of small firms. These sets are 
available to small business owners for reference. 

To meet a widespread demand for information on how the manufacturer or 
jobber can sell to the Government, the SBA industrial specialists advise and 
counsel small firms on how to use Government publications available in this 
connection. 

A number of such publications have been issued by SBA such as the United 
States Government Purchasing Directory, United States Government Speci- 
fications Directory, and Pointers on Government Contracting. The Depart- 
ment of Commerce issues the Synopsis of United States Government Proposed 
Procurements, Sales and Contracts, a daily publication which small firms can 
obtain at the annual subscription price of $7. 

A few typical cases and comments by the agency’s field offices regarding the 
procurement assistance counseling program are given in exhibit H. 
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H. Prime contract opportunities: A referral system 


An SBA service of much value to small firms is notifying them about procure- 
ment opportunities which are suitable to their facilities. In this program, the 
SBA field offices review bidding forms, drawings, and specifications received from 
purchasing offices to determine whether or not small firms in their areas can 
supply the items. Firms whose facilities records, on file with the SBA, indi- 
eate that they can furnish the items are notified of the bidding opportunities 
by use of a standardized Notice of a Government Purchase. Since this program 
results in greater competition on purchases, many Federal agencies are glad 
to cooperate by furnishing bid sets. 

The main objective of the prime contract referral program is to acquaint 
small firms with opportunities to bid on Government purchases until they have 
obtained listings on the appropriate bidders lists. Accordingly, at the time that 
it notifies a small firm of a contract opportunity, the SBA also urges it to 
request placement on the bidders list for the particular item or service. In 
addition, the agency includes with the notice a leaflet which outlines important 
points in selling to the Government. Referrals which pertain to a specific item 
to be purchased by a specific purchasing officer are discontinued after the small 
firm has had ample time to be placed on that office’s bidders list. 

In the 24 months ending June 1956, SBA field offices made more than 236,000 
notifications of prime contract opportunities to qualified small concerns in their 
areas. During these 2 years, SBA regional offices reported that 7,502 contract 
awards totaling $579,491,000 were made to firms which were notified of the 
bidding opportunities by the Small Business Administration. It is believed that 
this figure is much understated since the award information is difficult to obtain. 

Typical examples from SBA field offices concerning the prime contracting 
program are appended as exhibit I. 


I. Subcontracting opportunities; broadening the area of participation by small 
business 

In recent months the SBA has received fewer complaints from small firms 
about their inability to obtain subcontracts. This may be due to the rising vol- 
ume of non-Government business and to the effect of the subcontracting pro- 
grams of the SBA, the Defense Department, and other Federal agencies. A new 
Department of Defense program provides for a system of obtaining statistics on 
the amount subcontracted by firms receiving contracts in excess of $1 million. 
This program should result in more extensive information regarding the amount 
of defense business subcontracted to small firms. 

The SBA aids small firms seeking subcontracts by referring them to prime con- 
tractors or major subcontractors who may need complementary facilities. 
Agency representatives develop subcontracting opportunities for small firms b) 
ealling on prime contractors, emphasizing to them the benefits of subcon- 
tracting, and determining which items they may wish to subcontract. An 
effective subcontracting program is dependent upon such personal contacts 
with prime contractors in behalf of specific small firms and in regard to definite 
contracts, 

The SBA program ties in well with the Defense Department program in which 
firms receiving prime contracts for more than $1 million are urged to designate 
a small business liaison officer and subcontract some of the work to small 
firms. SBA field offices maintain close contact with these small business liaison 
officers to develop maximum subcontracting opportunities for firms registered 
with the agency. As an example, when a large aircraft manufacture re- 
cently obtained a $100 million order for Navy jet planes, the firm was con- 
tacted immediately by an SBA representative, who was informed that the 
contract would double, perhaps quadruple, this company’s subcontracting needs. 
Consequently, the SBA field office is cooperating with this company to provide 
every possible subcontracting opportunity to small firms. 

Agency staff members made 3,488 contacts with prime contractors during 
fiscal year 1956. AS a result of these contacts, the agency made 3,508 re- 
ferrals of subcontracting opportunities to small firms. 

Typical examples of subcontracting assistance are given in exhibit J. 


J. Qualified products lists 


The Government buys most items on the basis of standard specifications which 
describe minimum quality or grade, size, and weight, and other character- 
istics. Certain items purchased by the Government must pass special quali- 
fication tests before the procurement is completed. Items which pass the tests 
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are listed in one of the qualified products lists which are used in Government 
purchasing. 

To increases the participation by small business in procurements of qualified 
products by Government agencies, the SBA issued Management Aid No. 42: 
Getting Your Product on a Qualified Products List. This aid is available 
through all SBA field offices and explains the reasons for qualified products 
lists and the procedures by which manufacturers can qualify their products. 

Small firms interested in selling to the Government a product which must be 
qualified before a contract can be entered into with the Government, should 
start early on the qualification procedure. The tests are too complex to be 
accomplished between issuing of invitations for bids and making of awards. 

All SBA regional offices have been supplied up to date information to pass 
on to small firms needing assistance. In each regional office library are the 
following: 

Index of Federal Specifications and Standards issued by GSA’s Federal 
Supply Service, which includes a list of Federal qualified products; 

Index to Qualified Products Lists issued by the Department of the Navy 
(NavSandA Publication 71). It includes the Department of Defense qual- 
ified products which are not listed in the references above. 


K. United States Government Purchasing Directory 


Of special importance to small-business concerns is the publication of a re 
vised and expanded edition of the United States Government Purchasing Direc- 
tory. This volume is a complete revision of the one first published by the SBA 
in March 1954. The directory is revised from time to time in order to keep it 
current with procurement information. Copies are available to small firms 
from the Superintendent of Documents for 50 cents per copy. 

The purchasing directory tells who buys what and where in the Federal 
Government by a listing of the items and classes of items purchased by the 
military and civilian agencies of the Government, plus a complementary listing 
of the offices which do the buying. The directory also provides small firms 
with varied information on selling to the Government and obtaining subcon- 
tracts. It is especially useful to small firms in learning which offices buy items 
they can furnish, so they may seek placement on the proper bidders lists. In 
the past, it was difficult for a small firm to obtain much of this information, 
which, while accessible, was not available in an organized directory. It is the 
policy of the SBA to make information on Government procurement easily 
available directly to potential bidders, and to disseminate such information as 
widely as possible. The purchasing directory has proven helpful in this respect. 

Copies of the purchasing directory are available at all SBA field offices, mili- 
tary small business specialists, and contracting officials of the Federal civilian 
agencies for their use in counseling small-business firms. 


L. Specifications assistance ; United States Specifications Directory 


A continuing problem of small concerns is difficulty in obtaining or reviewing 
copies of Federal and military specifications needed in bidding on Government 
purchases. The SBA also maintains at its Washington and field offices a four- 
volume reference set of the packaging and packing specifications most often 
required by small concerns in selling their products and services to the Gov- 
ernment. These packaging specifications are periodically reviewed by the 
agency to eliminate canceled or superseded items, and to insure the inclusion 
of new or revised specifications and amendments. 

As an additional convenience to small concerns, SBA field offices maintain files 
of Government specifications compiled from previous bid sets, and makes these 
limited stocks available to small firms in need of them. 

The SBA also makes available to small firms the United States Government 
Specifications Directory, a guide to more than 500 places throughout the country 
where small-business owners may locate quickly Government specifications and 
indexes needed to prepare bids on Government purchases. The directory dis- 
cusses the purchasing specifications used by the Government; tells how busi- 
nessmen may obtain copies of specifications and specifications indexes for con- 
tinuing use; and provides pointers on using them. 

In the period July 1, 1955, through June 30, 1956, the SBA received from the 
General Services Administration 171 proposed new or interim Federal specifi- 
cations. These were reviewed by the agency to determine whether their pro- 
visions would be restrictive to small concerns. The agency’s analyses have 
resulted in a number of recommendations to the General Services Administra- 
tion for deletion of possible restrictive or discriminatory provisions. 
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The SBA also seeks revisions of existing specifications to make it possible 
for small manufacturers to have their products considered in Government pur- 
chasing. Toward this end, negotiations have been held during the past 6 
months with the Quartermaster Corps, Air Force, Navy, Veterans’ Administra- 
tion, Department of Justice, and Post Office Department. 


M. Inventory of small plant facilities 


The SBA facilities inventory is a nationwide plan for registering the produc- 
tive facilities of small companies. Data on their industrial potential is sup- 
plied by small firms on a voluntary basis. 

The registration of small concerns is conducted according to a decentralized 
plan, with the agency’s regional and branch offices responsible for maintaining 
the inventory. The field offices work directly with small firms which ask to be 
placed on the inventory list. The companies are furnished a questionnaire 
on which they enter information pertaining to their machinery and equipment, 
capacity, number of employees, type of products, and other essential manu- 
facturing data. The data are then analyzed by the SBA regional staff to de- 
termine the nature of the facility and its proper coding in the Standard In- 
dustrial Classification. Uses of the facilities inventory include (1) assist- 
ance to the registered plants in obtaining prime and subcontracts, (2) furnishing 
of additional bidders to Government agencies, (3) locating specialized or scarce 
machine tools and equipment, and (4) mobilization planning, to have in readiness 
reliable operating data on small firms and an inventory which can be expanded 
rapidly if defense conditions warrant. 

As of June 25, 1956, there were 32,427 small companies registered with the 
agency. Most of these were manufacturing plants. However, listings of dis- 
tributive and service firms are increasing, in recognition of the SBA’s broader 
responsibility to all small business. 


IV. OTHER PRODUCTION, PRODUCTS, AND MANAGERIAL ASSISTANCE ACTIVITIES 


The following discussion pertains to additional facets of the SBA procure- 
ment and technical assistance program. All are directed toward helping small 
firms to overcome the problems of keeping abreast of production and marketing 
techniques. Coupled with procurement assistance, these activities provide to 
individual small concerns a means whereby they can (1) gain access to produc- 
tion, research, and development information, (2) obtain current technical data 
on new or improved products and marketing, and (3) improve their management 
practices. 


A. Materials shortages 


Difficulties of small firms in obtaining a fair share of materials which are 
in critical supply increased during the past year. Particularly in the past 6 
months, the SBA received numerous requests for assistance in obtaining alu- 
minum, nickel, steel shapes, iron and steel scrap, gypsum, cement, glass, and 
other materials. Some small firms reported that it was virtually impossible 
to obtain needed materials unless they had historical purchasing patterns with 
the suppliers. Newly established small firms found it extremely difficult to ob- 
tain materials which were in scarce supply and were being allotted to old cus- 
tomers. This problem of materials supply, reflects the high level of economic 
growth and business activity which creates the unbalance of supply to de- 
mand. 

Another problem with which the SBA has been concerned is the shortage 
in the supply of nickel. Although the Government has diverted to industry a 
number of shipments of nickel scheduled for the stockpile, the method of dis- 
tribution has not proved satisfactory for small firms. Many concerns are re- 
melt or secondary-ingot producers. Supplying such firms with primary nickel 
has not been encouraged on the grounds that only specific industries would 
benefit by tne nickel used to upgrade scrap for remelt purposes. The nickel- 
producing industry has also distributed the metal by allotment according to 
the historical-use pattern of its customers, with obvious adverse effects on new 
small-business enterprises which lack a historical experience. 

On September 23, 1955, Senator John Sparkman, chairman of the Senate Small 
Business Committee, called attention to the increasing number of complaints 
from small-business concerns which find it impossible to purchase adequate 
supplies of steel, copper, nickel, aluminum, and other metals. Senator Sparkman 
said, “Small-business men, it seems, are generally dissatisfied with the practice 
whereby basie producers distribute metals on an ‘historical basis.’ ” 





: 





JOINT COMMITTEE ON DEFENSE PRODUCTION 275 


In replying to Senator Sparkman on October 13, 1955, the Small, Business 
Administration stated that for years the large corporations have solicited 
business from small concerns during periods of low or moderate production, 
only to ignore them during periods of high productivity in favor of large-tonnage 
eustomers. The SBA went on to say that it does not favor economic controls in 
peacetime, but that “basic industries such as steel, copper, nickel, and aluminum 
might better fill the needs of new enterprises if they were to enter into voluntary 
programs to issue equitable supplies to new members of each industry, both large 
and small.” 

Throughout 1955 continuing efforts were required to assist small-business 
concerns to obtain supplies of aluminum. Agency staff members, acting on 
behalf of individual small enterprises, made numerous contacts with the Office 
of Defense Mobilization, General Services Administration, Business and Defense 
Services Administration of the Department of Commerce, and industrial suppliers. 

Typical examples of requests to SBA for materials assistance and action taken 
are appended as exhibit K. 


B. Equipment shortages 


The production of machine tools during the last 6 months has, in general, 
been adequate to meet the needs of small firms, although the SBA frequently 
has been asked to locate commercial sources of used equipment, or surplus 
Government-owhed equipment. 

The Office of Defense Mobilization asks Small Business Administration to 
review each request from the Department of Defense for approval to lease 
Government-owned machine tools for nondefense purposes. The objective of 
the Agency’s review is to see that such leases do not adversely affect the com- 
petitive position of small concerns. When it appears that a proposed lease 
might have this effect, the Agency makes appropriate recommendations to the 
Office of Defense Mobilization. 

At the request of the Office of Defense Mobilization, the Small Business Ad- 
ministration participated in an interagency committe to establish a program for 
making Government-owned machine tools available to plants whose machinery 
was damaged or destroyed in the floods of August 1955. 


C. Taz-amortization program 


The Agency performs two principal functions in assisting small firms regarding 
tax amortization. At the request of the Office of Defense Mobilization and the 
delegate agencies, the SBA field offices obtain additional information about 
small-business applications, when these lack certain essential data. In other 
cases, the Agency is asked by a small firm to check on the status of its application 
and advise it of any adverse developments or other circumstances of which it 
should be informed. Both operations require continuing close liaison with the 
Office of Defense Mobilization and the delegate agencies. 

The main purpose of the amortization program is to expand private industry's 
productive capacity to meet mobilization goals. Unlike the situation during 
World War II, Government ownership of defense facilities is being held to a 
minimum. To a great extent the increase in defense productivity is being 
accomplished through the accelerated tax-amortization program. 

The percentage actually authorized for rapid amortization depends among 
other factors, on the type of facility, the amount of expansion required to meet 
military needs, the probable usefulness of the plant for other than defense pur- 
poses, and the degree of financial aid necessary as an incentive to encourage 
the expansion. 


Tax-amortization program as of June 27, 1956 





Total Amount 








Tota! number of certificates of necessity issued by ODM since October 1950 | 21,326 | $36, 372, 575, 000 
Number issued to small business concerns. ----.............---.--.-..-.--.-- 11,884 | 3,887, 127, 128 
Certificates of necessity issued by ODM to small business concerns from | 

Aug. 11, 1953, through June a i et cet a inci tic eceaaelaciel Liretaeaie 1,147 824, 865, 508 


Certificates of necessity issued to small business concerns in which SBA par- “| 


ticipated from Aug. 1, 1993, through June 30, SG icntwdnncodmciandsauais 107 | 9, 707, 739 
| 
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D. Production pools 


The Small Business Administration gives advice and assistance in the forma- 
tion of small business production pools, and formally approves their proposed 
operations in accordance with section 217 of the Small Business Act of 1953, as 
amended. This approval is subject to the concurrence of the Attorney General 
and the Chairman of the Federal Trade Commission. 

Production pools consist primarily of groups of small concerns voluntarily 
associated to obtain and perform jointly contracts for the production of articles, 
equipment, supplies, and materials, or for the furnishing of services, needed for 
the defense effort. The firms have a mutual agreement as to their organization, 
relationship, and procedure. 

Interest in the formation of production pools has increased during the first 
quarter of 1956 as evidenced by the formation of the Huntington Production 
Pool, Huntington, W. Va., and the American Scientific Technical Research 
Organization, Inc. (ASTRO, Inc.), of Detroit, Mich. The Huntington Produc- 
tion Pool was organized in record time and has been actively supported by the 
Department of the Navy. 

Twenty of the previously approved pools have been disbanded. This reduces 
the total number of active pools to 6, with 51 member companies and approxi- 
mately 2,855 employees. During the past fiscal year, 110 inquiries regarding the 
formation of production pools were reported by SBA regional offices. However, 
the Washington office received a number of direct inquiries, also. 

Contracts awarded to active pools approved by the agency now total 229 
amounting to approximately $946,350. Pools also have reported receipt of 4 
subcontracts totaling $85,976. A third pool has orally reported receiving nego- 
tiated prime contracts valued at approximately $4 million. 


E. Products assistance program 


While the SBA has been unable to conduct an organized survey to determine 
the economic climate in which small concerns must operate information obtained 
from various sources indicates that they are faced with problems concerning 
product, process, and market development. This information is based upon the 
hundreds of letters received by the agency requesting this type of assistance, 
reports from its field offices and advisory boards, interviews with small-business 
owners or their representatives at industrial shows and new product exhibits, 
and in the Washington and field offices. Specifically, many problems of small 
eoncerns arise from the following: 

1. Reduction in consumer demands due to obsolescence of a product with 
the attendant reduction in sales volume; 

2. Lack of adequate research facilities which will enable them to remain 
up to date on production and marketing techniques; 

3. Lack of the technical information and data available in Government, 
industry, and educational institutions; 

4. Lack of information on available products and processes needed to 
maintain, diversify, or expand operations. 

The agency’s products assistance program, established in 1954, is designed to 
help individual small concerns overcome these difficulties. It offers assistance 
in gaining access to technical information and data on product, process, and 
market development; or in applying information needed in the solution of day- 
to-day operating problems; or in planning production and marketing programs. 
It also provides a clearinghouse for information on products and processes avail- 
able for manufacturing and distributing. 

The SBA does not maintain laboratory or staff facilities for research on product 
development, nor does it perform marketing research services. By establish- 
ing working relations with and soliciting the cooperation of industry, Govern- 
ment agencies and departments, research organizations, trade associations, and 
educational institutions, assistance is provided on product and marketing prob- 
lems presented to the agency. Appropriate recommendations are prepared by 
the SBA and placed in the hands of the small-business concern making the in- 
quiry. Full credit is given to the various sources from which the basis of the 
recommendations is derived. Through June 30, 1956, more than 9,185 individuals 
and small concerns requested and obtained technical information and product and 
process development data. 

The clearinghouse feature of the program is conducted by means of a products 
list circular. It is issued monthly and lists abstracts of new and improved 
products and processes which have been made available for production and com- 
mercial distribution by inventors, patent attorneys, private firms, Government 
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agencies, and research and product development organizations. Approximately 
11,000 individuals and small concerns are now receiving the products list circular 
regularly. As of June 30, 1956, approximately 863 inventions had been listed 
in the agency's products list circular. The inventions listed are resulting in an 
average of more than three inquiries each. 

In addition, information about more than 10,000 patents released by the Amer- 
ican Telephone & Telegraph Co. and the Intertiational Business Machines Corp. 
for license manufacturing on a no-cost basis has been developed and is now 
available in the SBA field offices. 

The agency has also published recently three up-to-date booklets entitled 
‘Developing and Selling New Products,” “New Product Information for Small 

Susiness Owners,” and “Technology and New Products.” ‘These are designed to 
cover a wide range of the management and production problems encountered 
in the secondary stages of product, process, and market development. 

This assistance program is conducted by the agency’s field offices. By de- 
centralizing the program operations to the field offices, small firms are provided 
a clearinghouse for needed information and a one-stop service center in the im- 
mediate vicinity of their business facilities. 


F. Managerial assistance program 


Managerial assistance is inherent in the various SBA activities relating to 
procurement, production, and products assistance; problems in these areas 
naturally involve the application of appropriate managerial techniques. 

Four series of management publications are currently issued covering problems 
perplexing the owners of small firms. Three are distributed free upon individual 
request and the fourth is sold at nominal prices by the Government Printing 
Office. An increasing number of the publications is issued in the SBA administra- 
tive management courses offered by educational institutions to proprietors of 
small businesses. 

Management aids for small manufacturers: To date 75 of these 4-page, free 
leaflets have heen issued. More recent aids include: Planning Your Working 
Capital Requirements, Using Your Banker’s Advisory Services, How the Secu- 
rities Act of 19383 Affects Small Business, and Appeal Procedure for Income- 
Tax Cases. Total distribution of the management aids is now 1,710,845 copies. 

Technical aids for small manufacturers: Today technological changes affect 
many production aspects of the smallest manufacturing plant or shop. These 
changes involve production processes, materials, machinery and equipment, and 
maintenance. To date 45 technical aids have been published. More recent aids 
include: Recent Developments in the Ferrous Foundry Industry, Plastics— 
Opportunities for Small Business, and Preventive Maintenance for the Small 
Plant. The number of copies of technical aids distributed now totals 533,050. 

Small marketers aids: The newest series of free aids are prepared for the use 
of the smaller retailer, wholesaler, and service operator. Their management 
problems are analyzed, and proven solutions to actual problems are briefly pre- 
sented. Typical of these leaflets are Sizing Up Small Business Locations, Records 
Management in Small Stores, Effective Advertising for Small Retailers, and 
Basie Stock Control for Small Stores. Over 260,000 copies of the 14 issued to date 
have been distributed. 

Small business management series: When a management subject cannot be ade- 
quately covered in a short leaflet, the SBA has a leading authority in the field 
prepare a manuscript on the subject. These booklets are sold at nominal prices 
by the Superintendent of Documents. Widespread acceptance of them is indi- 
eated by the sale of more than 391,000 copies of the 17 booklets issued thus far. 
Among the best sellers are Cost Accounting for Small Manufacturers, Cutting 
Office Costs in Small Plants, Human Relations in Small Industry, and a Hand- 
book for Small Business Finance. 

All of these publications are prepared with the greatest care to cover the more 
important management problems in a practical manner. Subjects are selected 
with the aid of advisory committees of businessmen, written by experts in their 
respective fields, and all manuscripts are reviewed by equally outstanding experts. 
The wide acceptance of the management publications justifies the care taken in 
their preparation. A table showing the distribution and sale of SBA publications 
and a list of publications described above is appended (exhibit L). 

Another aspect of managerial assistance is the administrative management 
courses. In cooperation with universities and other educational groups through- 
out the Nation, the SBA is cosponsoring short courses in administrative manage- 
ment for small-business owners and managers. The courses are designed to help 
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the small-business operator improve his knowledge of business administration. 
They are concerned with management policy having to do with organizing, 
staffing, planning, directing, and controlling. During fiscal year 1956, 99 such 
courses have been conducted by 57 educational institutions. Approximately 4,000 
businessmen have attended these courses. 

The educational institutions assume educational and financial responsibility for 
all of the courses, and the SBA lends assistance in the role of cosponsor. Most 
of the classes meet 1 evening per week for a period of 8 to 10 weeks. Typically, 
each session runs from 2 to 3 hours. Costs are defrayed by tuition fees paid by 
the businessmen who take the courses. 

Evaluations from more than 1,300 businessmen who have attended these courses 
have been analyzed. These evaluations were unsigned and made by the business- 
men after they had completed a course. Nearly all made favorable comments. 
Of those who rated the courses as a whole, 86 percent rated them good to excellent, 
while 14 percent considered them fair. Only three persons rated them as poor. 
More than 95 percent of the students asked said that the problems discussed were 
important or vital to the operation of their businesses. 


Vv. AUTHORIZATION TO TAKE PRIME CONTRACTS 


The Small Business Administration is empowered to enter into contracts with 
any Department or agency of the United States Government to furnish supplies. 
and services ; likewise to arrange for the performance of such contracts through 
subcontracting into small-business concerns or others, as may be necessary to en- 
able the SBA to perform such contracts. 

This authority, enacted into law during a period of national emergency and 
reenacted in the passage of the Small Business Act of 1955 by the 84th Congress 
(Public Law 163, 88d Cong., as amended), apparently was deemed by Congress 
to be a useful tool for times of national emergency. Congress has continued to 
retain the legislative authority in.the Small Business Act of 1953, as amended, 
apparently in anticipation that a period of national emergency could require that 
the authority be reactivated. 

The SBA is of the opinion that its present authority to take prime contracts, 
stemming from the amendment to the Defense Production Act of 1950, should 
be held on a standby basis to be used in emergency. This view coincides with 
the legislative history for this authority. 

The report of the Select Committee on Small Business, House of Representa- 
tives, Ist session of the 82d Congress, in speaking of the authority granted the 
Small Defense Plants Administration, had this to say: “If all else fails, the 
Administration may act as a prime contractor itself. It is empowered to enter 
into contracts with other agencies of the Government having procurement 
authority and to circulate these contracts to small-business firms. * * * It is 
not expected that this power will be used extensively. It should, in fact, be 
employed only as a last resort.” 


VI. SMALL BUSINESS ADMINISTRATION LIAISON OFFICER WITH DEPARTMENT OF DEFENSE 


A Small Business Administration liaison officer is assigned to the Department 
of Defense to help achieve greater coordination of the two agencies’ small- 
business programs. The SBA representative participates in conferences and in 
the preparation of directives relating to small-business policies of the Defense 
Department and the three military services. Defense officials have given this 
liaison officer excellent cooperation and his participation at the Defense Depart- 
ment’s policy level has resulted in a number of changes beneficial to small busi- 
ness. An example of this is the recent strengthening of the agencies’ joint 
determination program. 


VII. SMALL BUSINESS DEFINITION FOR PROCUREMENT 


The problem of defining “small business” for Government procurement pur- 
poses is one which has been of great concern, and one that has received intensive 
study and analysis by the Administrator as well as his staff. SBA has realized 
that the figure of 500 employees, which has for many years constituted the 
dividing line between smail and large business, is arbitrary and inequitable. 
SBA also is aware that the Congress long has been dissatisfied with this defini- 
tion. Likewise, SBA is aware that the Small Business Act authorizes the SBA 
to adopt and publish size standards which shall be mandatory to all Government 
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procuring agencies. We have recognized “* * * the duties of the Administrator 
(SBA) to consult and cooperate with governmental departments and agencies 
in the issuance of all orders or in the formulation of policy or policies in any way 
affecting small-business concerns” (sec. 211: of the Small Business Act of 1953, 
as amended). 

Therefore an interagency task force composed of representatives of those 
departments having procurement responsibilities, as well as those having a 
collateral interest was established by the Administrator. This task force has 
been accorded full and complete opportunity to present its commeuts and 
recommendations, all of which have been considered carefully by him. It has 
been impossible to obtain unanimous agreement by this group, but efforts are 
continuing to arrive at an equitable definition which is administratively feasible. 


VIII. COMMENTS RELATIVE TO ODM REPORT ON DEFENSE PROCUREMENT AND SMALL 
BUSINESS 


The recommendations contained in this report are objective, and it is the 
intention of SBA to insure that appropriate action is taken to comply with each of 
them. Specific comments on recommendations 10 and 11 on page 65 of this report 
are: 

Recommendation No. 10 suggests “that the Small Business Administrator 
create a permanent interagency task force for the purpose of exchanging views. 
Regularly scheduled meetings should be held on the effectiveness of the existing 
small-business programs and on ways to meet new problems as they arise.” 
SBA has taken the initial step necessary to comply with this recommendation 
by asking each of the interested Government departments to designate a repre- 
sentative to serve on this task force. 

Recommendation No. 11 states that “representatives of the Small Business 
Administration should serve as members of a Department of Defense board to 
review items on the preferential planning list to determine which items can 
or cannot be produced by small business.” This recommendation is currently 
the subject of discussion with the Department of Defense. Satisfactory ar- 
rangements will be made for appropriate review of these items by SBA. 


INDEX OF EXHIBITS 


A. Procurement and technical assistance activities (for the period August 1, 1953, through 
June 1956, unless otherwise indicated). 
B. Awards under joint set-aside program—by States, cumulative through June 30, 1956. 
C. Joint nec of first and second half of fiscal years 1954, 1955, 
and 1956. 
D. Procurement installations where joint set-aside for small business were made during 
the last half of fiscal year 1956. 
BR. anette joint set-aside program cumulative from August 1, 1953, through June 
30, 1956. 
. Certificates of competency as of June 80, 1956. 
. Examples of certificate of competency assistance. 
. Examples of procurement counseling. 
Examples of prime contract referral program. 
Examples of subcontracting assistance. 
. Examples of materials assistance. 
Listing of management publications; distribution and sale of publications—July 1, 
1955—June 380, 1956. 
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Exuisit A 





Procurement and technical assistance activities (for the period Aug. 1, 1953, 


through June 1956, unless otherwise indicated) 


| 

| Aug. 1, 1953- 
| June 30, 1956 
1 














Fiscal year 
1956 














Procurements set aside for small business.....................-.-.--/...--- 11, 620 6, 075 
AE bith peli den athehbolidmtdacnss kabviéeddblbiedierkenadites pee hate | $1, 112, mm 320 | $497, 678, 432 
Cn eguuninenbe eisrew sienna | 259 4, 750 
tia Ne idol Tin thin® iouws aa ee coc yonbape epee | 1 $640, 276, 870 | 2 $344, 810, 479 
Pebea Pentract welerrale. i hk i a pel 340, 991 86, 122 
Contracts CE NE TETIN cincng ocnna-cennedns stitencambeahsontenk 3 7, 502 4, 367 
AN AE rene decoy «wieder te cee o oniaied nin rath dawladeneor 3 $579, 491,000 | $328, 558, 000 
Contacts to d eve lop subcontracting - opportunities 8, 550 | 3, 488 
Subcontracting referrals _- pinks ile BRL isi Pest athe cas 23, 440 | 3, 508 
Cases of procurement assists anc e col inse ling and representation to procure- | 
ment agencies in behalf of smi all firms 3 56, 812 | 23, 132 
Firms assisted to bid on specific procuremer | 11, 612 | 6, 007 
Adaitional sources of supply furnishea for bidders lists on which small 
business competition was needed --_-...........--.-------- eee le. 511,897 7, 265 
Certificates of competency: | 
eI UIIR  Sem ohin ppdn oo da-- ne akt= shenasheganeedsena= 439 208 
TOMI ga ota cE hac nie cen tngk one het ccwnl ee ee ates le | $83, 131, 132 $38, 559, 096 
Namb SE rkincd ht cdoaliacseieddbbe db shelled dk nablitionseebel: 2 ste. | 213 106 
SOIL + ED. didi pepe bbe did't Aa sb ati «hii htln oie ing ematbameateeeteheiens 27,413,522 | $14, 717, 452 
Pie one visited in connection with production progress of certified con- | 
tracts. _..-- bene Wtnitte Ss sree ohhdoncieuliimas kta da sition nkctdew tte 2, 698 | 677 
Engine ering surv eys (loans, certific ates, prenweard (OG) oo ook sk le. | 3, 533 1,879 
Cases in which production and m anagement assistance was given......_.-/ 20, 769 7, 055 
Cases in which assistance was given in obtaining materials and equipment__-| 3, 306 1,364 
Publications distributed: 
IORI dos, AD. cl he ec dein aks dod t ikcinmin amide neatidlaibiie «blac i rs a ee 
Technical aids iit eth i ake RIG deci dink Oho. aino tade>wamele ent aaeiiiinmendnts dtgeminaane | nc 
a il oll aiehin aut tistomtendaebiiebe thon aus 260, 665 |.-... 
Small business management series: | | 
een. Meee teaiees LO sil... eh adsde abel ike Keb ek ee 
Free distribution - a on ehuahstie Ss cpebtinediteseeceall i ON nitetaten senses 
Management aids annual No. 1: | 
Sales 8. onto. 5e eat We Sree Tm) ae 16, 704 ccaccacusiec . 
Free distribution................. sale aoe ee tea a ccniedk path Unset an EE, Ustetindvints 
Purchasing directory: | | 
8 Sales ee ree T es 1 cinta occa meats tin tall a ante snciigien sé taea/ibiiaieatadee-ecslis Se GE. Necscene 
Free a tistribution b Heciant~<oddeaatsbett instecs eth nedetanta 4 OTB 1D ccctnm 
Specifications directory: 
Sales. ..... tailed iad in 65 Hb ~ Dm Sie ap ino abil sei enwekecs ind Ae ee 
Free distribution ic ioe ees lll had wishes reeset ts Uieedlindy doit rn tone daw dR I tepals lees j 
Requests for products assist Se RN eas cde hana, etearedoecce acto. ot 49,185 | 4, 415 
Inventions listed in products list circular --_.................-.--..---.-...-} 5 863 753 
Requests received for information and data on inventions listed__........_-| 6 1, 571 | 71 
1 These awards resulted in 13,131 contracts to small firms, 
2 These awards resulted in 8 140 contracts to small firms, 
3 Covers only period July 1, 1954, through June 1956, 
4 Covers only period March 1954 through June 1956. 


5 Covers only period March 1955 th ~~ h June 1956. 
® Covers only 7-month period Dec. 


1, 1955, through June 1956, 
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Exursit B 


Small Business Administration awards under joint set-aside program, by States, 
cumulative through June 80, 1956 


Alabama 
Arizona. - 
Arkansas. 
California. - 







| | 
| Number of | Amount of | 


contracts | awards 
| 


81 | 3,763,493 


49} 4,846,368 


Set 13, 131 |$640, 276, 870 | 


1,811 | 59, 291,176 | 





5 | 38, 616 || 


State Number of | Amount of 
contracts awards 





Wéebrasiea. onc. oil) 


Nevaue...22.2.529e 
New Hampshire_._- 
New Jersey_.......- 

New Mexico-__....-- 

New-York. 23. 07.4 = 
North Carolinma_..._._- 
North Dakota 
0 lett 
Oklahoma... 


|} Oregon. 


Colorado Ste 72 | 1,824, 450 | 
Connecticut ! 220 305 
Delaware__. sem 36 

District of Columbia-- --_| 141 | 

Florida. | 88 | 

Georgia..... 211 

Idaho... 34 

Illinois - 782 | 

Indiana 168 | 

a oe eee | 72 | 39 | 
IO inns liane medi . 66 | 2,284, 249 
Kentucky-- pants == 56} 2,102,774 | 
Lowpiotes, . cls eii. 106 | 2,458, 330 
ES Fee 44 2,904,346 
Maryland.- 380 | 16, 121, 080 
Massachusetts 670 | 31, 608, 768 
Michigan.._- 659 | 15,765,440 | 
Minnesota. .-. a 72} 8,676,015 
Mississippi. 36 | 2, 386, 972 | 


Missouri-.-.- 
Montana. .-_- 


Joint determinations 


Initiated by SBA 
Value 
Agreed to 
Valu 
Procurements 
awarded 
Value 


1 Includes 1 month of operation under the Small Defense Plants Administration. 
‘ ‘ted to small business in fiscal year 1956 would have been $29,239,000 greater had it not 
ireas which took priority over small business set-asides. 


rhe amour 
j 


been for set-aside 


it restric 


$ in disaster 





Pennsylvania....... 
Rhode Island_- 
South Carolina. 
South Dakota_-_-- 
‘Tennessee - . 
EE dccadtnd en cant’ 
Utah....... 
Vermont 
Virginie 
Washington__-__-_- 
West. Virginia. __ 
ae 
Wyoming. 
Puerto Rico__- 
Unclassified _ ___ 





Exursir © 





1955, and 1956 





July through January July throuch January 
Decem ber through December through 
1953 ! June i954 1954 June 1955 








733 1, 279 | 1, 532 2, 498 
$179, 680,926 | $192, 953,518 | $199, 339, 330 | $250, 381, 619 
562 1, 105 1, 483 2, 441 
$129, 326,007 | $118, 274,535 | $172, 566,059 | $214, 044, 530 
256 730 854 | 1, 809 


$80, 605,419 | $90, 305, 917 
i 


a¢ 


$71, 120, 245 


$122, 656, 485 


bs 
g 
a2 


2 272, 969 

2,752 | 155,794, 936 

‘ 100 | 4,952,438 
662 | 29, 606, 667 

71 | 2,182,082 

eS 96 | 2, 687, 503 
co 957 | 49, 538, 371 
: 64 | 2, 230, 204 
26 366, 664 

3) 2, 612 

121 | 12,479, 564 

231 | 11, 264, 930 

; 66 | 1, 247, 508 
; 9 | 152, 504 
asia 191 | 8, 452, 232 
187 | 8,347, 364 

33} 5,001, 798 

282 | 9,971,666 





‘| 5 | 93, 298 
3 119, 389 
2 | 14, 183 


comparison of first and second half of fiscal years 1954, 


July through January 
December through 
1955 June 1956 





2, 276 

$213, 619, 404 
2,171 

2 $192, 813, 867 


4, 131 
$352, 462, 912 
3, 904 

2 $304, 864, 565 


2, 028 
$157, 743, 050 


Slo7, 


2, 722 
$187, 067, 429 
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Exutisir D 


Procurement installations where joint set-asides for small business were made 
during the last half of fiscal year 1956 


ARMY 

Redstone Arsenal____..-----~.--..------—----------- Huntsville, Ala. 
Port. Chafee. Wc emnnencenaces reese aaa annmoe Fort Smith, Ark. 
San Francisco District Engineers__._.__-.--_-_--------- San Francisco, Calif. 
Office of The Quartermaster General_-----_-------~---- Washington, D. O. 
Chicago Chemical Procurement District--._.__--------- Chicago, Il. 
Chicago Procurement Office Corps of Engineers__---_---. Do. 
Chicago Quartermaster Depot__----------—~--~---~----- Do. 
Headquarters, Quartermaster Market Center System_-__- Do. 
Signal Corps Supply Agency_------------—----------- Do. 
Central Procurement Office Fort Sheridan-—-.-----~--- Fort Sheridan, IIL 
TE A SN sc ces tarticcrietineirmenesmrnerts bs bilan in cicigdbnsdanimbaliomeree Joliet, Ill. 
Ordnance Ammunition Command-__.------—--_--------- Do. 
Ordnance Weapons Command__--...-.-..—..----._~-- Rock Island, Ill. 
RS TRA |B FING oe certs sink tincenpeeieilenadtbeehaibleasen Do. 
Savamea ‘Grdnancée Depot... nc ckn ws jnwe Savanna, IIl. 
Mane PO hn oso ee en ne ie oe ieee tone Leesville, La. 
Wort Georte G. Men@e...... igi sb beni Fort Meade, Md. 
Quartermaster Research and Development._.---...-.. Natick, Mass. 

GORMAN Qn eit cienenane nena 
Springfield Armory_--------~----~--------~--~.---..-- Springfield, Mass. 
Sraeertown = Arconel: ne cteennesa -~--— Watertown, Mass. 
Ordnance Tank Automotive Command _._--_....-.----. Detroit, Mich. 
PRCIEO BIN. iccic cc ciciee men mnctbiteiinnaeteieainens Dover, N. J. 
NN AOE ih ectereciviin gm mnnieinnnnntaccittatiaclnuiattia Metuchen, N. J. 
Quartermaster Market Center..._..._.........._........... Brooklyn, N. Y. 
New York Chemical Procurement District..........-_-. New N. Y. 
New York District Muginetrs...............c ese 
Oe Wg a 5 8k i Sn 36h ei Saumieln, Okla. 
The Army Signal Supply Agency_--------..._..____-~-. Philadelphia, Pa. 
Philadelphia Quartermaster Depot---..---.____-_____. Do, 
ee eS eee Memphis, Tenn. 
DRS set tres en mck oer aeetbccccbe es tanaadctoal Texarkana, Tex. 
Contract Procurement Office, Camp McCoy-—-_-_--..-_-_-- Camp McCoy, Wis. 

NAVY 

ey © TORE, CO a tw mmesnistinincnccning Los Angeles, Calif. 
Yards and Docks Supply Office__......-..—-----.._._-. Port Hueneme, Calif. 
Marine Corps Supply, Forwarding Annex_______-_____. San Francisco, Calif. 
ey PTE BOs th ri ct nseemnienbanibnds San Francisco, Calif. 
i Washington, D. C. 
I 0. 
Re Eater ati inh cna sacccc sich entered TR cad ceinttdiapatatie Do. 
Headquarters, U. 8. Marine Corps____._______________- Do. 
Naval Gun Factory, Supply Office__...__.__.___--__.L. Do. 
ey arr I I sss peace msesieatenimciebmsinlisendbeset Do. 
U. S. Naval Air Station___________ agaist ties uaaatil Jacksonville, Fla. 
enn TUNIC UTE RUIN" ONION cn cnn escent ericesineclininiinnk Pensacola, Fla. 
epee I OO ice ec einicrneriscin nm aunnies Great Lakes, Ill. 
I On al eater Do. 
I a ocala Portsmouth, N. H. 
I = sa S N siealleh nrc Brooklyn, N. Y¥. 
I I ie cnc isiinalinter antennae vice Philadelphia, Pa. 
meres Gevces eaoies Obese... .. oie nti enw e Do. 


Sar eI III 5s ca i eens dnc itanacipcas aude banca ob Memphis, Tenn. 
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Procurement installations where joint set-asides for small business were made 
during the last half of fiscal year 1956—Continued 


AIR FORCE 
Gadsden Air Force. Depot... sine nse es Gadsden, Ala. 
Brookiey. Air Foret BQQ6-...5c<pncanpieeintipe aan Mobile Air Materiel 
Area, Mobile, Ala. 
Biytheville Ais: Wovre® BeGG i a icmcsiicncaisatianlnisccGebe Blytheville, Ark. 
Warner Robins Air Materiel Area_____._._-__-____-_--- nae Air Force Base, 
a. 
Topeka Air. Fores. Den biinnd-cnecncscadb dence Topeka Air Force Sta- 
tion, Kans. 
Bngland Air Force Base .n osc acdc enced Alexandria, La. 
Lake Charles Air Force Base__.......--....-...-.--~-- Lake Charles, La. 
Rome Air Force Diane iii ccciscn ss cccniancbnie acca Griffiss Air Force Base, 
Rome, N., Y. 
Air Materiel @Gommands.. ..02 ih es ie Lee Wright Patterson Air 
Force Base, Ohio 
ok ee Bh a ee SS es eS Gentile Air Force Sta- 
tion, Dayton, Ohio 
Shelby. Ale Parte FG innniicc cc ancntwnnn tiene Wilkins Air Force Sta- 
tion, Shelby, Ohio 
Altus Abe Wotet: TRG iiciicicecnndnaeieieiecnanenee Altus, Okla. 
Clinton Sherman Air Force Base__._.----.--_----..-.. Clinton, Okla. 
Oklahoma City Air Materiel Area______.-__--______-_. Oklahoma City, Okla. 
Memphis Air Moree Denote reer Mallory Air Force Sta- 
tion, Memphis, Tenn. 
Amarillo Air Force Base... a Jel a sala. Amarillo, Tex. 
Webb Air Force Base... de Big Spring, Tex. 
Billington Air Force Base... es Dla Houston, Tex. 
San Antonio Alp TIAUSrie!l ATGR....nccnnncnwenscewnnnes Kelly Air Force Base, 
Tex. 
Breese Air Force Base... W .<cxcec mere ne LO BL Lubbock, Tex. 
ET Fe We Feces cneneennecceceectinnme beanie Sherman, Tex. 
Sheppard Air Force Base_...........- wi Wichita Falls, Tex. 
JOINT AGENCIES 
Armed Services Petroleum Purchasing Agency___.____~__. Washington, D. C. 
Armed Services Medical Procurement Agency______-_--- Brooklyn, N. Y. 
FEDERAL CIVILIAN AGENCIES 
Department of Agriculture___..._.----..---.-----._.-. Washington, D. ©. 
DO ia rinnimibnnihuidincdumacteewebiaGliante. eh ed Denver, Colo. 
LQ eveneeep <ovricisspghndinteataed duatttesakasiiuissbl tubes See ES Milwaukee, Wis. 
General Services Administration.____..._.----.--__-..-. Washington, D. C. 
Regional, O00CRs<<iveanqmeiiceessied bisa? Lele Denver, Colo. 
Onn cian icinit pita tblinstuian bade sabeiedien as Atlanta, Ga. 
DD iin cecnesi tsp hertlenstiansitibinadgiens siaepersi a Ais Se eee Boston, Mass. 
Ro ace to cies enn taiwsuids— be Senueie Sad Kansas City, Mo. 
Wi teense ienttincnbninttipinien sibs che TS Dahle ier New York, N. Y. 
Department of the Interior.._____--~...--------4.. Washington, D. C. 
DO oraeneve ershsicgibntekdyypicleniitetibaselge Lats eles Denver, Colo. 


ae ee ee ee Washington, D. C. 


84614—57——_19 
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Exutsit E 


Report of Small Business Administration joint set-aside program, cumulative 
from Aug. 1, 1953, through June 30, 1956 





Set-asides initiated |Set-asides agreed tol Set-aside procure- 
ment awards 


Procurements 
screened 








Num-| Amount |Num-| Amount |Num-| Amount 


Num-| Amount 








ber ber ber ber 

OO scsi 115, 091|$2, 769, 621, ssl 5, ral $636, 109, 128] 5,340) $538, 743, 955) 3, 902)$306, 544, 454 
DONE. sadn th ioe 18, 234) 4, 757, 156, 388| 4,819} 451, 984, 295) 4,603] 398, 088, 430) 3,391) 261, 104, 149 
Bie ORON cinck ae 12, 033) 10, 092, 636,230) 1,550) 251,898,155) 1,309) 149,357,475) 851) 70,090, 161 
Armed Services Petro- 

leum Purchasing 

ROO et 1) 150, 000, 000) 1| 18, 500, 000 TD Gee... 
Civilian agencies___..._. 572 24, 069, 228) 280 8, 359, 706 277 8, 103, 520 115 2, 538, 106 





ae taal 


45, 931/17, 793, 483, 7 12, = 366, 851, = ll, = 112, 793, 380) 8, 250 640, 276, 870 


1 These awards have resulted in 13,131 contracts to small firms. 





Exursir F 


Certificates of competency as of June 30, 1956—Summary of SBA certifications 


Fa A a eensseniitsecninnrtnetsinictinneens sn ica Nis cd cin debbie 29 
Active certificates with contracts ahead of or on schedule____________--~_- 50 
Active certificates with contracts behind schedule______._-_____.___----_- 30 
Certificates with procurement withdrawn__-.-.--....----..--___-------- 2 
Certificates with contract awarded others.................-......_-_.-- *6 
RI i icin neem nnennmmnninien Dob aadataeald ee sd 2 
Certificates with contracts terminated_..........._._________.___. 3 
Certificates, wit: eeniracts.. completed cecil Le dec 91 

Total number of certificates issued._.......................... 213 


2 Contracts awarded to other than the certified firm because of factors involving other 
than production or financial capacity of the certified firm. 


Exutsit G 


TYPICAL EXAMPLES OF THE EFFECTIVENESS OF THE CERTIFICATE OF COMPETENCY 
PROGRAM 


The low bidder in a recent Army Chemical Corps procurement of smoke gen- 
erators was a small eastern firm, employing approximately 70 people. The bid- 
der’s ability to produce the smoke generators was questioned by the contracting 
officer, because a plant survey of the company’s facilities had brought an adverse 
report. The company asked the SBA for a certificate of competency, and the 
agency sent a production specialist and a financial specialist to the applicant’s 
plant. After rigorous study of the company’s resources, both financial and tech- 
nical, viewed in the light of financial and technical requirements of the contract 
in question, the agency concluded that the company possessed adequate pro- 
ductive productive facilities to manufacture the equipment, had access to the 
required finances, had on its payroll or could quickly obtain the necessary skilled 
workers, could obtain the required materials and components, and was in every 
important respect capable of meeting the delivery schedule specified by the 
Chemical Corps in the contract. A certificate of competency was issued to the 
company. The applicant has been awarded the contract, and at a saving of over 
$80,000 to the procuring service and the taxpayers of the Nation. 

A small plant located in the southwestern part of the United States bid on a 
procurement for bomb joist-tube sets. The contracting officer of the Air Force 
rejected the bid due to lack of sufficient production and financial ability. After 
certain Air Force owned equipment at the plant was made available to the 


company for the proposed contract, the FCR was revised by eliminating the 
negative production aspect. The applicant’s price was for over a million dol- 
lars, which included the end product as well as spare parts and the required tech- 
nical data. The agency made a careful survey of the facilities. The company 
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had several affiliates, of which its eastern plant would receive certain subcon- 
tracting. As a result of the survey, the agency issued a certification and the 
contract was awarded to the company the following month. The contractor is 
now in production and is delivering the required units on schedule. 

A small electronics company in the New York metropolitan area presented its 
bid on a procurement for radiosonde testing equipment and technical data. 
The Army Signal Corps questioned the productive capacity of the plant to manu- 
facture the required within the time allowed by the delivery schedule. The 
agency made its production and financial studies to determine whether the com- 
pany was qualified to make the items in accordance with the provisions of the 
proposed contract. Based on the applicant’s experience in previously producing 
this type of item and on the preproduction and manufacturing schedule pro- 
posed for deliveries, SBA issued a certificate of competency. The certification 
and contract award were both made in the first quarter of 1956. The plant is 
now in the preproduction phase of the contract and is working on the two pre- 
production units required for delivery during October 1956. This case is another 
example of how a small electronics plant has successfully demonstrated its 
continued ability to concentrate its output on the defense program. 


ExHIsit H 
TYPICAL EXAMPLES OF PROCUREMENT COUNSELING 


Baltimore.—A representative of a newly organized precision machine com- 
pany visited our procurement information center and was counseled regarding 
sources of bidding opportunities. The businessman was amazed at the fund of 
information available there. He found five specific procurement opportunities, 
reviewed drawings at the center, and submitted bids. He was also referred to 
various contractors for possible subcontract work. 

Minneapolis.—A small Wisconsin firm had been trying for over a year to dis- 
pose of cap boxes which were overproduced on a subcontract. When it requested 
assistance, the case was coordinated with the Chicago regional office and the SBA 
representative at Ordnance Ammunition Command, Joliet. As a result, the 
company obtained a contract for 1,500 boxes and is being placed on the bidders 
list for future procurements of the item. The firm also was notified of another 
procurement for 200,000 cap boxes on which it may receive the award. 

Denver.—A local firm which was unsuccessful in obtaining bid papers from a 
procurement center used SBA’s bulletin board set, was the successful bidder, 
and was awarded a $120,000 contract. 

Kansas City.—More and more small firms report they are following SBA’s 
advice concerning getting on bidders lists. One Nebraska firm which did so was 
awarded a $222,000 Navy contract for mine anchors. 

Chicago.—An electronic instruments manufacturer who suffered from lack of 
orders for several months has been materially assisted by two sizable commer- 
cial contracts obtained for him through the efforts of SBA. 


OTHER EXAMPLES 


A small Boston manufacturer was low bidder on a purchase of generating sets. 
The purchasing office was reluctant to make the award to the firm, and accord- 
ingly had the procurement withdrawn. The SBA protested this action to the 
chief of the service involved and pressed the case until the Comptroller General 
ruled that the procurement should be reinstated. The award, amounting to 
$411,000, was then made to the small firm. Later, the SBA issued a certificate 
of competency to the firm which enabled it to obtain another contract, and 
subsequently, it received two additional awards. These 3 contracts totaled 
$449,000. The small concern states that without the assistance of SBA, it 
would not have received a single award. 

The SBA Atlanta regional office, acting on the protest of a small business 
whose low bid on a purchase was rejected, found that a clause in the invita- 
tion for bid was unduly restrictive. The clause served to limit eligibility to 
two large business concerns. The SBA was able to have the invitation canceled 
and the specifications rewritten to eliminate the previous restriction. The pro- 
testing small business is now in line for the award, at a saving of $30,000 to 
the Government. 

A Baltimore lumber dealer was low bidder several times on purchases by a 
Federal civilian agency but failed to receive the awards. At the firm’s re- 
quest, a representative of the SBA visited the procurement agency and learned 
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that the awards had been made to another company through clerical error. 
When the same mistake occurred on the next procurement on which the small 
firm was low bidder, the SBA again protested to the purchasing agency. This 
time the necessary correction was made. 

A Massachusetts firm appealed to SBA because its low bid on a purchase 
had been declared nonresponsive, on the ground that it had not signed and 
included with the bid a later amendment to the invitation. Since the firm had 
not received the amendment until after the bid opening, SBA interceded in its 
behalf. The company now has been notified that it will receive the award. 

A small firm in Philadelphia was assisted by the SBA regional office to 
obtain a Government contract on which it had bid $120,000 below the next low 
bidder. This assistance not only helped the small firm but also brought a large 
Saving to the Government. 

To illustrate the volume of procurement assistance cases handled by the 
Small Business Administration, during the past fiscal year, the agency’s field 
offices have reported 21,785 cases of counseling and 1,347 instances of represen- 
tation to procurement officials in behalf of small firms. During this period, 
SBA representatives at purchasing installations have recommended 6,007 firms 
to contracting officers for the opportunity to bid on specific purchases. 


Exurirt I 
EXAMPLES OF PRIME CONTRACT REFERRAL PROGRAM 


An electronics research and manufacturing concern whose orders were falling 
off seriously, appealed to the SBA regional office for assistance. Agency staff 
members made a plant inspection to learn the specific nature of the firm’s facili- 
ties and abilities. Over the next few weeks, several appropriate contract oppor- 
tunities were referred to this company. On the fifth referral, the firm was 
awarded a $111,295 contract by the Bureau of Ships. This has alleviated the 
critical situation at the plant and kept its highly specialized facilities available 
for potential defense requirements. 

As a result of referral by SBA’s Kansas City regional office, a firm was awarded 
a contract amounting to more than $2 million, The agency’s regional office had 
received the drawings and specifications for the purchase from the SBA repre- 
sentative at Wright-Patterson Air Force Base. 

The SBA Denver regional office referred an Air Force negotiated procurement 
of an electronic item to a small electronics firm which had requested aid in 
obtaining Government business. With further advice from the Denver staff, the 
firm prepared its proposal and was awarded a contract amounting to about 
$160,000. 

The following excerpt is quoted from a letter received from a small firm in 
Massachusetts which had been assisted by the SBA: “It gives the writer extreme 
pleasure to inform you that * * * has awarded us a contract exceeding 
$250,000 * * *. Were it not for the fact that your office alerted us to this 
negotiated procurement and that your assistant visited * * * and made strong 
representations in our behalf, we doubt that the subject invitation would have 
been forwarded to us and that we would have had the opportunity of receiving 
the award thereunder.” 


Exursit J 


SUBCONTRACTING ProcGramM 


Typical statements from SBA field offices concerning the subcontracting 
program are: 

Baltimore.—“We are receiving an increased number of requests from prime 
contractors for small firms which provide anodizing service and have special 
technical abilities. Our subcontracting program with a large airplane manu- 
facturer also is developing successfully. For instance, the firm has asked for 
and been furnished the names of small companies capable of large milling and 
profiling capacity.” 

Kansas City.—“We secured a subcontract for a small Kansas City aluminum 
foundry which was closed down because of inability to obtain primary aluminum 
ingot. The subcontract, on an Air Force rated order, will permit the firm to 
obtain 20,000 pounds of aluminum ingot and to resume operations.” 

Atlanta.—“A large contractor has been furnished facility information on 653 
firms registered with our office. The firm will use the list for its own referrals 
of subcontracting opportunities.” 
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In less than a year, a Portland, Oreg., manufacturer has grown from 150 to 
450 employees, due to the assistance of the SBA’s branch office in having the 
firm approved by large prime contractors for the fabrication of structural steel 
work. This type of work was entirely foreign to the firm’s operations. How- 
ever, through the encouragement and assistance of the SBA’s staff members and 
the skill of its own engineering department, the firm not only has produced on 
schedule but has been given a vote of confidence by the prime contractors in the 
form of additional subcontracts. This firm may grow to be a leading industry 
in Portland due to the SBA focusing the attention of large prime contractors on 
its capabilities and facilities. 

A small chemical company in need of considerable subcontracting work sought 
assistance from the SBA Dallas regional office. The agency referred the firm 
to a number of other companies, several of which agreed to subcontract work 
to it. 

A small manufacturing firm in Hutchinson, Minn., has informed the SBA that 
its assistance kept the company in operation. The firm stated that without the 
help of the SBA’s Minneapolis regional office in obtaining a substantial subcon- 
tract, it would not be in business today. 

A prime contractor contacted the SBA Seattle regional office for the purpose 
of locating a suitable subcontractor to do certified welding and machining of 
steel products. The agency promptly located a subcontractor who had open 
capacity, and substantial subcontract work was placed with him to the mutual 
advantage of both firms. 


Exuisit K 
MATERIALS ASSISTANCE 


SBA was successful in obtaining critically required copper for two firms 
during the copper shortage (Atlanta). 

An SBA field office was asked for assistance in obtaining improved deliveries 
of aluminum billets for the firm. SBA Washington office asked for additional 
documentation before referring the case to the Business and Defense Services 
Administration (BDSA), Department of Commerce, for help. The data were 
supplied and the firm was subsequently shipped 120,000 pounds of aluminum 
(New York). 

A small firm was in need of primary aluminum ingots. SBA was able to 
obtain 60,000 pounds of primary aluminum and also advised the firm that the 
supplier could accept additional orders for immediate shipment of secondary 
aluminum if that could be utilized (New York). 

SBA apprised BDSA of the acute situation of a small firm in need of primary 
aluminum ingots and asked that the supplier be directed to develop improved 
delivery schedule. The firm subsequently received 20,000 pounds and later 
5,000 pounds of aluminum (Dallas). 

A small firm requested assistance on different occasions when they were 
in need of primary aluminum ingots. SBA referred these cases to BDSA 
and to GSA, who contacted the supplier, resulting in this firm receiving a total 
of 122,141 pounds of aluminum (Kansas City). 

SBA sought help from BDSA which resulted in a small firm receiving their 
order for 30,000 pounds of primary aluminum (Washington). 

Through the cooperation of GSA with SBA, a small firm obtained 30,000 
pounds of aluminum. The firm wrote, “I wish I could find words to express 
my appreciation for the assistance that I have received in this instance from 
the Small Business Administration” (Kansas City). 

SBA interceded with a steel producer in behalf of a small firm in Ohio. This 
resulted in the acceptance to the firm’s orders for steel that was urgently re- 
quired and assurance was given of additional tonnages in 1956. 

A congressional inquiry for primary aluminum for a small foundry in Minne- 
sota was directed to the Small Business Administration. Through SBA repre- 
sentatives, 30,000 pounds were obtained for the firm with the probability of a 
regular delivery to the company. 

A series of meetings was arranged for a representative of a small producer 
of special aJloys with the House Select Committee on Small Business, Office 
of Defense Mobilization, Business and Defense Services Administration, and 
General Services Administration, in an endeavor to obtain an allotment of pri- 
mary nickel for the firm for nondefense purposes. BDSA was requested through 
the GSA to make an exception in this case, and tentative decisions indicate 
that BDSA will authorize regular monthly shipments to the firm. A letter 
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of appreciation from the company to SBA stated, “Your help in getting ap- 
pointments with the various agencies was to a great extent directly responsible 
for the successful completion of my errand and * * *. I wish to express to 
you and your organization my sincere thanks.” 

A letter was received from a small Midwestern user of aluminum ingots 
thanking the SBA for substantial help in obtaining primary aluminum for the 
firm. 

A small firm in New York requested assistance of SBA in obtaining a regular 
supply of nickel to replace orders canceled by its supplier with whom it had 
a historical base. With the cooperation of General Services Administration, 
the firm was apprised of a source on a continuing basis. 


Exursit L 
MANAGEMENT PUBLICATIONS 
MANAGEMENT AIDS ISSUED 


. How Small Plants Can Sell to the Federal Government 

Adequate Production Control 

Reducing Accident Costs in Small Industrial Plants 

Business Insurance—I 

. Reducing Accident Costs Through Safe Working Conditions 

. Is Your Labor Turnover Cost Too High? 

. Reducing Accident Costs by Use of Safety Committees 

. Incentive Techniques in Small Business 

. How the Small Plant Can Analyze Old and New Markets 

. Saving Manpower in Industry 

. Minimizing the Cost of Breaking in New Personnel 

. Reducing Accident Costs Through Reports and Records 

. Small Plant Health and Medical Programs 

. Subcontracting for Small Plants 

. Business Insurance—II 

. Methods Engineering for the Small Plant 

. How Walsh-Healey Public Contracts Act Affects Government Supply Con- 
tractors 

. Changes in Organization Responsibilities as a Plant Grows 

. Two Dozen Ideas for Effective Administration 

. Reducing Accident Costs Through Safe Work Methods 

. Business Insurance—III 

22. Developing Foremen in Smaller Plants 

23. Budgeting in the Small Plant 

24. Improving Shipping Room Operations in Small Plants 

25. Improving Maintenance Operations in Small Plants 

26. How Management Consultants Help Small Manufacturers 

27. Reducing Accident Costs Through Selling Safety to Supervisors and Workers 

28. Business Insurance—IV 

29. Analyzing Your Government Contract 

30. Employee Selection and Placement Methods for Small Plants 

81. Packaging Pointers for Government Contractors 

32. How Trade Associations Help Small Manufacturers 

33. Borrowing Money from Your Bank 

34. Depreciation, Deterioration, and Obsolescence 

35. Materials Control for Small Plants 

36. Sound Pricing Policy in Bidding on Government Contracts 

37. Figuring and Using Break-Even Points 

38. How Advertising Agencies Serve Small Businesses 

39. How to Choose Your Banker Wisely 

40. Pitfalls in Estimating Your Manufacturing Costs 

41. How the United States Employment Service Helps Small Business 

42. Getting Your Product on a Qualified Products List 

43. Appraise Your Competitive Position to Improve Company Planning 

44. How to Build Your Sales Volume 

45. Judging Your Purchasing Efficiency 

46. How To Analyze Your Own Business 

47. How Federal Mediation and Conciliation Service Helps Small Business. 

48. Sales Forecasting for Small Business 

49. Know Your Patenting Procedures 
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50. 
. How to Reduce Your Operating Costs 
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53. 


54. 


55. 
56. 
57. 
8. How Independent Laboratories Help Small Business 

. How Marketing Research Helps Small Manufacturers 

. How Field Warehousing Concerns Help Small Business 

. How Good Records Aid Income Tax Reporting 

2. How to Price a New Product 

. How Food Brokers Help Small Manufacturers 

. Appeal Procedure for Income Tax Cases 

. How the Securities Act of 1933 Affects Small Business 

. How Industrial Distributors Help Small Manufacturers 
. Developing South Production Standards 

. Using Your Banker’s Advisory Services 

. Redesigning Products for Better Marketability 

. Records Retention in Small Business 

. Office Mechanization for Small Industry 

72. Broadening Your Manufacturing Operations 

. Making a Market Survey 

. Planning Your Working Capital Requirements 
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How Manufacturers Agents Help Small Business 


Loan Sources in the Federal Government 

Small Business Profits from Unpatentable Ideas 
Psychological Testing for Small Business 

How to Set up Sales Territories 

Streamlining Office Systems in Small Business 
Wage Incentives in Small Business 


MANAGEMENT AIDS IN ACTIVE PREPARATION 


Understanding Control for Better Management 
Protecting Your Records Against Disaster 


TECHNICAL AIDS ISSUED 


. Proper Alignment of Machine Tools 

. Sharpening of Drills, Lathe Tools, and Milling Cutters 

. Care and Maintenance of Belt, Chain, and Gear Drives 

. Sharpening Certain Metal Cutting Tools Used in Machine Shops 
. Precision Measurement of Workpieces 

. Selecting the Right Tool Steel 

. Machining Aluminum—I 

. Metallizing 


Machining Plastics—I 

Machining Aluminum—II 

Machining Plastics—II 

Machining, Repairing, and Heat Treating Cast Iron Workpieces 
Cutting Oils and Coolants 

Corrosion in Machine Shops—Causes and Prevention 
Machining Brass and Bronze Workpieces 
Machining Magnesium Alloy Workpieces 

Taps and Dies 

Surface Cleaning Techniques 

Care and Maintenance of Grinding Wheels 
Maintenance of Power Hand Tools 

Surface Finishing Techniques—I 

Surface Finishing Techniques—II 

Titanium 

Surface Finishing Techniques—III 

Lengthening Tool Life 

How to Select the Right Grinding Wheel 

Gaging Tolerances in Machine Shops 


. Economics in Lubrication 


Inventions: Government-Owned; Government-Licensed; and Registered for 
License or Sale 

Fire Prevention in Small Business 

Radioisotopes and Small Business 

Essentials of Good Plant Lubrication 

Gas Welding of Cast Iron 
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Handling, Storing, and Dispensing of Lubricants 

Care of Hydraulic Systems 

Economical Clip Breakers for Machining Steel 

Use of Templates and Seale Models 

Preventive Maintenance in the Small Plant 

Reinforced Plastics 

Reducing Costs with Jigs, Fixtures, and Gages 

How Good Plant Housekeeping Will Increase Production 
Principles of Plant Layout for Small Plants 
Plastics—Opportunities for Small Business 

Recent Developments in the Ferrous Foundry Industry 


TECHNICAL AIDS IN ACTIVE PREPARATION 


Cash Values in Industrial Scrap 

Modern Welding Methods 

What Automation Means to Small Business 
Characteristics of a Sound Inspection System 


SMALL MARKETERS AIDS ISSUED 


. Records Management in Smaller Stores 
. Effective Advertising for Small Retailers 
. Attracting Customers to Your Small Store 


Employee Relations for Small Retailers 
Basic Stock Control for Small Stores 


. Building Sound Credit Policies for Small Stores 

. Why Small Business Owners Need Sound Wills 

. Providing Management Replacements in Small Business 
. Competitive Tactics for Small Wholesalers 

. Diversification for Small Marketers 

. Sales Training for Small Wholesalers 

. Turning Customer Complaints Into Profits 

. Sizing up Small Business Locations 


SMALL MARKETERS AIDS IN ACTIVE PREPARA'TLUN 


How Distributive Education Helps Small Business 
Appraising the Market for the Services You Offer 


SMALL-BUSINESS MANAGEMENT SERIES ISSUED 


An Employee Suggestion System for the Small Plant 
One Hundred and Fifty Questions for a Prospective Manufacturer 
Human Relations in Small Industry 


. Improving Materials Handling in Small Plants 


Public Accounting Services for Small Manufacturers 


. Cutting Office Costs in Small Plants 

. Better Communications in Small Business 

. Making Your Sales Figures Talk 

. Cost Accounting for Small Manufacturers 

. Design Is Your Business 

. Sales Training for the Smaller Manufacturer 

2. Executive Development in Small Business 

. The Small Manufacturer and His Specialized Staff 
. The Foreman in Small Industry 

. A Handbook of Small Business Finance 

. Health Maintenance for Greater Efficiency 

. New Product Introduction for Small Business Owners 


SMALL-BUSINESS MANAGEMENT SERIES IN ACTIVE PREPARATION 


Profitable Advertising for Small Industrial Goods Producers 
Technology and Your New Products 
Radio Analysis for Small Business Owners 








JOINT COMMITTEE ON DEFENSE PRODUCTION 291 


Distribution and sale of publications, July 1, 1955—June 30, 1956 



































Fiscal year 1956 

Publication Distributed Actual | Income 

Copies states eickeies siti tacit. ae from 

printed cost 4th sale 

Free Sold Total quarter 
i ee ee 
Management Aids.................-.-- 317, 000 | 201,330 |_........| 291, 330 $4, 129 ee 
Pochriion) AWB. os ciennescenncsshicecn<e~]; GGL FAO ieee ochas 59, 605 1, 140 | a 
Small Marketers Aids__............ ..--| 238,000 | 137, 865 |... -_- 137, 865 3, 835 SW Foon dierearote 
Management Aids Annual 1'!_.........| 11, 520 245 5, 930 6, 175 Re adie we $8, 854 
Management Aids Annual 2!_.........| 21, 286 475 9, 463 9, 938 i lepine setes 5, 205 
Teehnical AS Anpital 1... .25-6000-ishonc- -d40-debgnengopitin tes clos ac ghesnleneaeaheshal Me: abe 
Small Business Management Series!_..| 65, 661 845 63,351 | 64, 196 1,7 300 | 17,240 
Administrative Management Course B- 3, 000 2, 650 |...------ 2, 650 Cs ai Be ic echo 
Business Service Bulletin 4._...........| 5 44,000 ON i tices sel 1, 950 se 
Purchasing Directory...........----.--| 19, 597 | 375 14, 246 14, 621 GE leche <o4-= 7, 123 
Specifications Directory........---.----|--.------| 85| 2,000] 2175)... Aa 544 
Products List Circular. -.....-....--.-.- 125, 000 (6115, 000 |_._..__- -|115, 000 | 65, 500 ncera-2--|--e=enn= 
Cumulative 

Publication | Distributed Income 

| Copies Printing | from 

printed cost sales 

Free | Sold Total 

Management Aids.......-...---.-..-.-- 1, 862, 000 | 1,710,845 |.--..---.. | 1,710,845 | ® $23, 689 |........ 
UIE DOR o. nnticimeounncdiimerie i 575,000 |. 533,050 |........-. 533, 050 OD Gis 1. cnsceon 
Small Marketers Aids__.......-- .---| 336,000 FeO, CEG | .ccnceie xe 260, 665 (| ere 
Management Aids Annual 1 !___......-- 27, 688 985 16, 793 17, 778 2,519 | $10,915 
Management Aids Annual 21__....... 5 21, 286 475 9, 463 9, 938 2, 606 5, 204 
Technical Aid Ann"al 1_.....-.-..-.-.--- 02 oon samt rews ori aes Rs de Desa annh oe cbpedies 
Small Business Management Series ! | 504,058 33, 484 301,800 | 425, 284 18, 679 94, 169 
Administrative Management Course B -| 3, 000 2,650 (ontiu asin. 2, 650 | 003. 1 sk2cd.. 
Business Service Bulletin 4_............. | § 129,000 6 88,000 |.......-- 60 GR00 ls i itcnd ic}. .ck5e 
Purchasing Directory................... | 52, 502 4, 975 38, 657 43, 632 7, 630 19, 337 
Specifications Directory_............-.-.- 17, 744 1, 785 10, 442 12, 227 1,025 2, 610 
Products List Circular...............-.- $145,000 | *135,000 |.........- 6 135, 000 ®5, 800 |........ 








pl cdeaaiialaslhta I 


1 SBA has received 1,000 conies of the annals, and 2,500 each of the Small Business Management Series 
booklets, Specifications Directory, and original and revised issues of the Purchasing Directory. Other 
copies of these were printed for sale by Sunerintendent of Documents. 

2 Printed for sale by Superintendent of Documents. 

3 GPO estimate. 

4 The above fig ures do not inclde the publications which were issued in cooneration with the Department 
of Commerce, since act"1al printing costs, sales, and distribation fig res are available only from the Devart- 
ment of Commerce. These publications inclide Business Service Bulletins, Abstracts of Government- 
Owned Patents, Catalogs of Technical Reports, Lists of Ind istrial Films, and the booklet, Develoving and 
Selling New Products. SBA’s distribution of Business Service B illetins is, however, noted above along witb 
prices paid for such bulletins after cooperative agreement was terminated. 

5 Received by SBA; approximate. 

6 Approximate. 
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List of Executive orders issued under the authority of the Defense Production 
Act of 1950, as amended, in whole or in part, to Nov. 1, 1956 





Execu- 
tive 
Order 
No. 


10160__.-| 


10161__--| 
10182... 


10205 -_..- 


eH 


10359_..- 
10370.--- 
10373_-..- 
10377__-- 
10390 - - - 


10433__-- 
10434_-__- 


10461_.-- 


10467_..- 


10480--.- 
10489_... 


10493 ----| 


104%4 


Title of order 





Providing for the preservation of records for 
certain purposes of the Defense Production 
Act of 1950. 

Delegating certain functions of the President 
under the Defense Production Act of 1950. 
Providing for the appointment of certain per- 
sons under the Defense Production Act of 
1950, and prescribing regulations for their 
exemption from certain conflict of interest 

statutes. 

Providing for the conduct of the mobilization 
effort of the Government. 

Establishing the Defense Production Admin- 
istration. 


Amending Executive Order No. 10182 relating | 


to the appointment of certain persons under 
the Defense Production Act of 1950. 

Defining certain responsibilities of Federal 
agencies with respect to transportation and 
storage. 

Further providing for the performance of 
certain functions under the Defense Pro- 
duction Act of 1950. 

Establishing the National Advisory Board on 
Mobilization Policy. 

Amending Executive Order No. 10161 with 
respect to wage stabilization and settlement 
of labor disputes. 

Defense materials procurement and supply- 

Amending Executive Order No. 10161, as 
amended, to provide for alternate members 
of the Wage Stabilization Board. 

Improving the means for obtaining compliance 
with the nondiscrimination provisions of 
Federal contracts. 

Transferring certain functions and delegating 
certain powers to the Small Defense Plants 
Administration. 

Amending Executive Order No, 10161 of Sept. 
9, 1950, with respect to the definitions of 
“solid fuels” and “domestic transportation, 
storage, and port facilities.” 

Amending Executive Order No. 


10161, as 


amended, with respect to certain plant fibers. 


Delegating certain authority of the President 
to the Small Defense Plants Administrator. 

Amending Executive Order No. 10161 with 
respect to real-estate credit. 

Providing for the composition of the Wage 
Stabilization Board. 

Amending Executive Order No. 10161 of Sept. 
9, 1950, as amended, to provide for certain 
alternate members of the Wage Stabilization 
Board. 

Further providing for the administration of the 
Defense Production Act of 1950, as amended. 

Suspension of wage and salary controls under 
the Defense Production Act of 1950, as 
amended. 

Delegating and transferring certain functions 
and affairs to the Office of Defense Mobili- 
zation provided for in Reorganization Plan 
No. 3 of 1953. 

Further providing for the administration of 
the Defense Production Act of 1950, as 
amended, 

Further providing for the administration of 
the defense mobilization program. 

Providing for the administration of certain 
loan and guaranty functions under the De- 
fense Production Act of 1950, as amended. 

Delegating certain functions of the President 


to the Administrator of the Small Business | 


Administration. 
Disposition of functions remaining under 
title IV of the Defense Production Act. 








Date of order 





| Sept. 9, 1950 


ihe Sine RT 
Nov. 21, 1950 


Dec. 16, 1950 
3, 1951 


16, 1951 


Jan. 


Jan. 


Feb. 28, 1951 


Mar, 10,1951 


Mar. 15, 1951 


Apr. 21,1951 | 


28, 1951 
2, 1951 


Aug. 
Nov. 


Dec. 3, 1951 


Feb. 5, 1952 


Feb. 6, 1952 


June 9, 1952 

7, 1952 
14, 1952 
25, 1952 
30, 1952 


July 
July 
July 
Aug. 


Feb. 
Feb. 


4, 1953 
6, 1953 


June 17, 1953 


June 30, 1953 


Aug. 14, 1953 


26, 1953 





Sept. 
Oct. 14, 1953 | 


.do me 





Federal Register | Date of Fed- 






citation eral Register 

15 F. R. 6103._..| Sept. 12, 1950 
15 F, R..6106...<}....i4o...... 
15 F. R. 8013._..| Nov. 23, 1950 
15 F. R. 9031...-| Dee. 19, 1950 
16 F. R. 61.....- Jan, 4,1951 
16 F. R. 419____- Jan. 17,1951 
16 F. R. 1983._..| Mar. 2,1951 
16 F. R. 2247._..| Mar. 13, 1951 
16 F. R. 2543....| Mar. 20,1951 
16 F. R. 3503__..| Apr. 24,1951 
16 F. R. 8789_._| Aug. 30, 1951 

16 F. R. 11257.._| Nov. 6, 1951 
16 F. R. 12303._.| Dec. 6,1951 
17 F. R. 1145..._| Feb. 6, 1952 
17 F. R. 1171..--| Feb. 7, 1952 
17 F. R. 5269____| June 11, 1952 
17 F, R. 6141_.._| July 9, 1952 
17 F. R. 6425.._-| July 16, 1952 
17 F. R. 6891.._.| July 29, 1952 
17 F. R. 7995....| Sept. 4, 1952 
18 F. R .761....| Feb. 6, 1953 
18 F. R. 809_---- Feb. 10, 1953 
18 F. R. 3513...-| June 19, 1953 
18 F. R. 3777...-| July 2, 1953 
18 F. R. 4939...-| Aug. 20, 1953 
18 F. R. 6201....| Sept. 29, 1953 
18 F. R. 6583 ._..| Oot, 16.1953 
18 F. R. 6585_. . 
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List of Executive orders issued under the authority of the Defense Production 
Act of 1950, as amended, in whole or in part, to Nov. 1, 1956—Continued 










Execu- 
tive Title of order Date of order | Federal Register | Date of Fed- 
Order citation eral Register 
No. 








10504__..| Transferring certain functions, powers, and | Dec. 1, 1953 | 18 F. R. 7767_.-- 
duties to the Small Business Administration, 

10537....| Amending Executive Orders »os. 10219 and | June 22,1954 | 19 F. R. 3807...- 
10480 with respect to the designation of a 
Commissioner of the Interstate Commerce 
Commission to perform certain functions. 

10574._..| Amendment of Executive Order No. 10480 | Nov. 5,1654 | 19 F. R, 7249..-.. 
providing for the administration of the de- 
fense mobilization program, 

10634__..| Providing for loans to aid im the reconstrue- | Aug. 25,1955 | 20 F. R. 6433_..- 
tion, rehabilitation, and replacement of facil- 
ities which are destroyed or damaged by a 
major disaster and which are required for 
national defense. 

10647._..| Providing for the appointment of certain per- | Nov. 28,1955 | 20 F. R. 8769..-- 
sons under the Defense Production Act of 
1950, as amended. 

10660_...| Providing for the establishment of a National | Feb. 15,1956 | 21 F. R. 1117--.-- 
Defense Executive Reserve. 

10662._..| Amendment of Executive Order No. 10480 | Mar. 13,1956 | 21 F. R. 1673..-- 
and revocation of Executive Order No. 10160, 
relating to the administration of the Defense 
Production Act of 1950. 


Dee. 3, 1953 
June 22, 1954 


Nov. 9, 1954 


Sept. 1, 1955 


Nov. 30, 1955 


Feb. 18,1956 
Mar. 16, 1956 


THE DEFENSE PRODUCTION ACT OF 1950, AS AMENDED * 


AN ACT To establish a system of priorities and allocations for materials and facilities, 
authorize the requisitioning thereof, provide financial assistance for expansion of pro- 
ductive capacity and supply, provide for price and wage stabilization, provide for the 
settlement of labor disputes, strengthen controls over credit, and by these measures 


facilitate the production of goods and services necessary for the national security, and 
for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of American in Congress assembled, That this Act, divided into titles, may be cited 
as “the Defense Production Act of 1950.” 


TABLE OF CONTENTS 


Title I. Priorities and allocations. 

Title II. Authority to requisition.” 

Title III. Expansion of productive capacity and supply. 
Title IV. Price and wage stabilization.’ 

Title V. Settlement of labor disputes. 

Title VI. Control of consumer and real estate credit.2 
Title VII. General provisions. 


DECLARATION OF POLICY 


Sec. 2. In view of the present international situation and in order to provide 
for the national defense and national security, our mobilization effort continues 
to require some diversion of certain materials and facilities from civilian use 
to military and related purposes. It also requires the development of prepared- 
hess programs and the expansion of productive capacity and supply beyond 
the levels needed to meet the civilian demand, in order to reduce the time 
required for full mobilization in the event of an attack on the United States. 

In order to insure productive capacity in the event of such an attack on the 
United States, it is the policy of the Congress to encourage the geographical 


1 Public Law 774, 81 Cong., September 8, 1950, ch. 932, 64 Stat. 798, 50 U. S. C. App. 
2061-2166; Public Law 69, 82d Cong., June 30, 1951, ch. 198; Public Law 96, 82d Cong., 
July 31, 1951, ch. 275, 65 Stat. 13 , 50 U. S. C. App. 2061-2166 ; Public Law 429, 82d 
Cong., June 30, 1952, ch. 530, 66 Stat. 296, 50 U. S. C. Arp. 2061-2166 ; Public Law 95, 
83d Cong., June 30, 1953, ch. 171; Public Law 119, 84th oe June 30, 1955, ch. 251; 
Public Law 295, 84th Cong., August 9, 1955, ch. 655, 69 Stat. 580, 50 U. 8. C. App. 2061-— 
2166 (effective as of the close of nx 81, 1955); Public Law 632, 84th Cong., June 29, 


1956, ‘chs 474, 70 Stat. 408, 50 U. S. App. 2061-2166 (1956 amendment to see. 712 (e) 
effective July 1, 1956). 


* Terminated June 30, 1953. 
* "Terminated April 30, 1953. 
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dispersal of the industrial facilities of the United States in the interest of the 
national defense, and to discourage the concentration of such productive facili- 
ties within limited geographical areas which are vulnerable to attack by an 
enemy of the United States. In the construction of any Government-owned 
industrial facilities, in the rendition of any Government financial assistance for 
the construction, expansion, or improvement of any industrial facilities, and in 
the procurement of goods and services, under this or any other Act, each de- 
partment and agency of the Executive Branch shall apply, under the coordina- 
tion of the Office of Defense Mobilization, when practicable and consistent with 
existing law and the desirability for maintaining a sound economy, the principle 
of the geographical dispersal of such facilities in the interest of national defense. 
Nothing contained in this paragraph shall preclude the use of existing industrial 
facilities. 
TITLE I—PRIORITIES AND ALLOCATION 


Sec. 101. (a) The President is hereby authorized (1) to require that perform- 
ance under contracts or orders (other than contracts of employment) which 
he deems necessary or appropriate to promote the national defense shall take 
priority over performance under any other contract or order, and, for the 
purpose of assuring such priority, to require acceptance and performance of 
such contracts or orders in preference to other contracts or orders by any person 
he finds to be capable of their performance, and (2) to allocate materials and 
facilities in such manner, upon such conditions, and to such extent as he shall 
deem necessary or appropriate to promote the national defense. 

(b) The powers granted in this section shall not be used to control the general 
distribution of any material in the civilian market unless the President finds 
(1) that such material is a scarce and critical material essential to the national 
defense, and (2) that the requirements of the national defense for such material 
cannot otherwise be met without creating a significant dislocation of the normal 
distribution of such material in the civilian market to such a degree as to create 
appreciable hardship. 

Seo. 102. In order to prevent hoarding, no person shall accumulate (1) in 
excess of the reasonable demands of business, personal, or home consumption, 
or (2) for the purpose of resale at prices in excess of prevailing market prices, 
materials which have been designated by the President as scarce materials or 
materials the supply of which would be threatened by such accumulation. The 
President shall order published in the Federal Register, and in such other manner 
as he may deem appropriate, every designation of materials the accumulation 
of which is unlawful and any withdrawal of such designation. In making such 
designations the President may prescribe such conditions with respect to the 
accumulation of materials in excess of the reasonable demands of business, 
personal, or home consumption as he deems necessary to carry out the objectives 
of this Act. This section shall not be construed to limit the authority contained 
in sections 101 and 704 of this Act. 

Sec. 103. Any person who willfully performs any act prohibited, or willfully 
fails to perform any act required, by the provisions of this title or any rule, 
regulation, or order thereunder, shall, upon conviction, be fined not more than 
$10,000 or imprisoned for not more than one year, or both. 

Seo. 104. Import ContTRois. Terminated at the close of June 30, 1953, by section 
11, 1953, amendments. 


TITLE II—AUTHORITY TO REQUISITION AND CONDEMN 
Terminated at the close of June 30, 1953, by section 11, 1953, amendments. 
TITLE ITI—EXPANSION OF PRODUCTIVE CAPACITY AND SUPPLY 


Sec. 801. (a) In order to expedite production and deliveries or services under 
Government contracts, the President may authorize, subject to such regulations 
as he may prescribe, the Department of the Army, the Department of the Navy, 
the Department of the Air Force, the Department of Commerce, and such other 
agencies of the United States engaged in procurement for the national defense 
as he may designate (hereinafter referred to as “guaranteeing agencies”), with- 
out regard to provisions of law relating to the making, performance, amendment, 
or modification of contracts, to guarantee in whole or in part any public or private 
financing institution (including any Federal Reserve bank), by commitment to 
purchase, agreement to share losses, or otherwise, against loss of principal or 
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interest on any loan, discount, or advance, or on any commitment in connection 
therewith, which may be made by such financing institution for the purpose of 
financing any contractor, subcontractor, or other person in connection with the 
performance of any contract or other operation deemed by the guaranteeing 
agency to be necessary to expedite production and deliveries or services under 
Government contracts for the procurement of materials or the performance of 
services for the national defense, or for the purpose of financing any contractor, 
subcontractor, or other person in connection with or in contemplation of the 
termination, in the interest of the United States, of any contract made for the 
national defense ; but no small-business concern (as defined in section 714 (a) (1) 
of this Act) shall be held ineligible for the issuance of such a guaranty by reason 
of alternative sources of supply. 

(b) Any Federal agency or any Federal Reserve bank, when designated by the 
President, is hereby authorized to act, on behalf of any guaranteeing agency, as 
fiscal agent of the United States in the making of such contracts of guarantee 
and in otherwise carrying out the purposes of this section. All such funds as 
may be necessary to enable any such fiscal agent to carry out any guarantee made 
by it on behalf of any guaranteeing agency shall be supplied and disbursed by or 
under authority from such guaranteeing agency. No such fiseal agent shall have 
any responsibility or accountability except as agent in taking any action pursuant 
to or under authority of the provisions of this section. Each such fiscal agent 
shall be reimbursed by each guaranteeing agency for all expenses and losses in- 
curred by such fiscal agent in acting as agent on behalf of such guaranteeing 
agency, including among such expenses, notwithstanding any other provision of 
law, attorneys’ fees and expenses of litigation. 

(c) All actions and operations of such fiscal agents ander authority of or pur- 
suant to this section shall be subject to the supervision of the President, and to 
such regulations as he may prescribe; and the President is authorized to pre- 
scribe, either specifically or by maximum limits or otherwise, rates of interest, 
guarantee and commitment fees, and other charges which may be made in con- 
nection with loans, discounts, advances, or commitments guaranteed by the guar- 
anteeing agencies through such fiscal agents, and to prescribe regulations gov- 
erning the forms and procedures (which shall be uniform to the extent practi- 
cable) to be utilized in connection with such guarantees. 

(d) Hach guaranteeing agency is hereby authorized to use for the purposes of 
this section any funds which have heretofore been appropriated or allocated or 
which hereafter may be appropriated or allocated to it, or which are or may 
become available to it, for such purposes or for the purpose of meeting the neces- 
sities of the national defense. 

Sec. 302. To expedite production and deliveries or services to aid in carrying 
out Government contracts for the procurement of materials or the performance 
of services for the national defense, the President may make provision for loans 
(including participations in, or guarantees of, loans) to private business enter- 
prises (including research corporations not organized for profit) for the expan- 
sion of capacity, the development of technological processes, or the production of 
essential materials, including the exploration, development, and mining of stra- 
tegic and critical metals and minerals, and manufacture of newsprint. Such 
loans may be made without regard to the limitations of existing law and on such 
terms and conditions as the President deems necessary, except that financial 
assistance may be extended only to the extent that it is not otherwise available on 
reasonable terms. 

Sec. 303. (a) To assist in carrying out the objectives of this Act, the President 
may make provision (1) for purchases of or commitments to purchase metals, 
minerals, and other materials, for Government use or resale; and (2) for the 
encouragement of expioration, development, and mining of critical and strategic 
minerals and metals: Provided, however, That purchases for resale under this 
subsection shall not include that part of the supply of an agricultural commodity 
which is domestically produced except insofar as such domestically produced 
supply may be purchased for resale for industrial uses or stockpiling, and no 
commodity purchased under this subsection shall be sold at less than the estab- 
lished ceiling price for such commodity (except that minerals and metals shall 
not be sold at less than the established ceiling price, or the current domestic 
market price, whichever is lower), or, if no ceiling price has been established 
the higher of the following: (i) the current domestic market price for such 
commodity, or (ii) the minimum sale price established for agricultural commodi- 
ties owned or controlled by the Commodity Credit Corporation as provided in 
section 407 of Public Law 439, Bighty-first Congress: Provided further, however, 
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That no purchase or commitment to purchase any imported agricultural com- 
modity shall be made calling for delivery more than one year after the expira- 
tion of this Act. 

(b) Subject to the limitations in subsection (a), purchases and commitments 
to purchase and sales under such subsection may be made without regard to 
the limitations of existing law, for such quantities, and on such terms and 
conditions, including advance payments, and for such periods, but not extending 
beyond June 30, 1965, as the President deems necessary, except that purchases 
or commitments to purchase involving higher than established ceiling prices 
(or if there be no established ceiling prices, currently prevailing market prices) 
or anticipated loss on resale shall not be made unless it is determined that 
supply of the materials could not be effectively increased at lower prices or on 
terms more favorable to the Government, or that such purchases are necessary 
to assure the availability to the United States of overseas supplies. 

(c) If the President finds— 

(1) that under generally fair and equitable ceiling prices for any raw or non- 
processed material, there will result a decrease in supplies from high-cost sources 
of such material, and that the continuation of such supplies is necessary to carry 
out the objectives of the Act; or 

(2) that an increase in cost of transportation is temporary in character and 
threatens to impair maximum production or supply in any area at stable prices 
of any materials, 
he may make provision for subsidy payments on any such domestically produced 
material other than an agricultural commodity in such amounts and in such 
manner (including purchases of such material and its resale at a loss without 
regard to the limitations of existing law), and on such terms and conditions, as he 
determines to be necessary to insure that supplies from such high-cost sources are 
continued, or that maximum production or supply in such area at stable prices of 
such materials is maintained, as the case may be. 

(d) The procurement power granted to the President by this section shall 
include the power to transport and store and have processed and refined, any 
materials procured under this section. 

(e) When in his judgment it will aid the national defense, the President is au- 
thorized to install additional equipment, facilities, processes, or improvements to 
plants, factories, and other industrial facilities owned by the United States Gov- 
ernment, and to install Government-owned equipment in plants, factories, and 
other industrial facilities owned by private persons. 

(f) Notwithstanding any other provision of law to the contrary, metals, min- 
erals, and materials acquired pursuant to the provisions of this section which, in 
the judgment of the President, are excess to the needs of programs under this Act, 
shall be transferred to the national sockpile established pursuant to the Act of 
June 7, 1939, as amended (50 U. S. C. 98-98h), when the President deems such 
action to be in the public interest. 

Transfers made pursuant to this subsection shall be made without charge 
against or reimbursement from funds available under such Act of June 7, 1939, as 
amended, except that costs incident to such transfer other than acquisition costs 
shall be paid or reimbursed from such funds, and the acquisition costs of such 
metals, minerals, and materials transferred shall be deemed to be net losses in- 
curred by the transferring agency and the notes payable issued to the Secretary 
of the Treasury representing the amounts thereof shall be canceled. Upon the 
cancellation of any such notes the aggregate amount of borrowing which may be 
outstanding at any one time under section 304 (b) of this Act, as amended, shall 
be reduced in an amount equal to the amount of any notes so canceled. 

(zg) When in his judgment it will aid the national defense, and upon a certifi- 
eation by the Secretary of Agriculture or the Secretary of the Interior that a par- 
ticular strategic and critical material is likely to be in short supply in time of war 
or other national emergency, the President may make provision for the develop- 
ment of substitutes for such strategic and critical materials. 

Sec. 304. (a) For the purposes of sections 302 and 303, the President is hereby 
authorized to utilize such existing departments, agencies, officials, or corporations 
of the Government as he may deem appropriate, or to create new agencies (other 
than corporations). 

(b) Any agency created under this section, and any department, agency, offi- 
cial, or corporation utilized pursuant to this section is authorized, subject to the 
approval of the President, to borrow from the Treasury of the United States, such 
sums of money as may be necessary to carry out its functions under sections 302 
and 303: Provided, That the amount borrowed under the provisions of this section 
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by all such borrowers shall not exceed an aggregate of $2,100,000,000 outstanding 
at any one time: Provided further, That when any contract, agreement, loan, or 
other transaction heretofore or hereafter entered into pursuant to section 302 or 
303 imposes contingent liability upon the United States, such liability shall be con- 
sidered for the purposes of section 3679 and 3732 of the Revised Statutes, as 
amended, as an obligation only te the extent of the probable ultimate net cost to 
the United States under such transaction ; and the President shall submit a report 
to the Congress not less often than once each quarter setting forth the gross 
amount of each such transaction entered into by any agency of the United States 
Government under this authority and the basis for determining the probable ulti- 
mate net cost to the United States thereunder. For the purpose of borrowing as 
authorized by this subsection, the borrower may issue to the Secretary of the 
Treasury its notes, debentures, bonds, or other obligations to be redeemable at its 
option before maturity in such Manner as may be stipulated in such obligations. 
Such obligations shall bear interest at a rate determined by the Secretary of the 
Treasury, taking into consideration the current average rate on outstanding 
marketable obligations of the United States as of the last day of the month pre- 
ceding the issuance of the obligations. The Secretary of the Treasury is author- 
ized and directed to purchase such obligations and for such purpose the Secretary 
of the Treasury is authorized to use as a public-debt transaction the proceeds 
from the sale of any securities issued under the Second Liberty Bond Act, as 
amended, and the purposes for which securities may be issued under the Second 
Liberty Bond Act, as amended, are extended to include any purchases of obliga- 
tions hereunder. 


TITLE IV—PRICE AND WAGE STABILIZATION 
Terminated at the close of April 30, 1953, by section 11, 1953 amendments. 
TITLE V—SETTLEMENT OF LABOR DISPUTES 
Terminated at the close of April 30, 1953, by section 11, 1953 amendments. 


TITLE VI—CONTROL OF REAL ESTATE CREDIT 
Terminated at the close of June 30, 1953, by section 11, 1953 amendments. 


TITLE VII—GENERAL PROVISIONS 


Sec. 701. (a) It is the sense of the Congress that small-business enterprises 
be encouraged to make the greatest possible contribution toward achieving the 
objectives of this Act. ; 

(b) In order to earry out this policy— 

(i) the President shall provide small-business enterprises with full informa- 
tion concerning the provisions of this Act relating to, or of benefit to, such 
enterprises and concerning the activities of the various departments and agencies 
under this Act; 

(ii) such business advisory committees shall be appointed as shall be appro- 
priate for purposes of consultation in the formulation of rules, regulations, or 
orders, or amendments thereto issued under authority of this Act, and in their 
formation there shall be fair representation for independent small, for medium, 
and for large business enterprises, for different geographical areas, for trade 
association members and nonmembers, and for different segments of the industry; 

(iii) in administering this Act, such exemptions shall be provided for small- 
business enterprises as may be feasible without impeding the accomplishment 
of the objectives of this Act; and 

(iv) in administering this Act, special provision shall be made for the expe- 
ditious handling of all requests, applications, or appeals from small-business 
enterprises. 

(c) Whenever the President invokes the powers given him in this Act to 
allocate any material in the civilian market, he shall do so in such a manner as 
to make available, so far as practicable, for business and various segments thereof 
in the norma! channel of distribution of such material, a fair share of the avail- 
able civilian supply based, so far as practicable, on the share received by such 
business under normal conditions during a representative period preceding any 
future allocation of materials: Provided, That the President shall, in the alloca- 
tion of materials in the civilian market, give due consideration to the needs of 
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new concerns and newly acquired operations, undue hardships of individual 
businesses, and the needs of smaller concerns in an industry. 

(d) In order to further the objectives and purposes of this section, the Office 
of Defense Mobilization is directed to investigate the distribution of defense 
contracts with particular reference to the share of such contracts which has 
gone and is now going to small business, either directly or by subcontract; to 
review the policies, procedures, and administrative arrangements now being 
followed in order to increase participation by small business in the mobilization 
program ; to explore all practical ways, whether by amendments to laws, policies, 
regulations, or administrative arrangements, or otherwise, to increase the share 
of defense procurement going to small business ; to get from the departments and 
agencies engaged in procurement, and from other appropriate agencies including 
the Small Business Administration, their views and recommendations on ways 
to increase the share of procurements going to small business; and to make a re- 
port to the President and the Congress, not later than six months after the enact- 
ment of the Defense Production Act Amendments of 1955, which report shall con- 
tain the following: (i) a full statement of the steps taken by the Office of Defense 
Mobilization in making investigations required by this subsection; (ii) the 
findings of the Office of Defense Mobilization with respect to the share of pro- 
curement which has gone and is now going to small business; (iii) a full and 
complete statement of the actions taken by the Office of Defense Mobilization and 
other agencies to increase such small business share; (iv) a full and complete 
statement of the recommendations made by the procurement agencies and other 
agencies consulted by the Office of Defense Mobilization; and (v) specific rec- 
ommendations by the Office of Defense Mobilization for further action to in- 
crease the share of procurement going to small business. 

Sec. 702. As used in this Act— 

(a) The word “person” includes an individual, corporation, partnership, asso- 
ciation, or any other organized group of persons, or legal successor or representa- 
tive of the foregoing, and includes the United States or any agency thereof, or 
any other government, or any of its political subdivisions, or any agency of any 
of the foregoing: Provided, That no punishment provided by this Act shall apply 
to the United States, or to any such government, political subdivision, or govern- 
ment agency. 

(b) The word “materials” shall include raw materials, articles, commodities, 
products, supplies, components, technical information, and processes. 

(c) The word “facilities” shall not include farms, churches or other places 
of worship, or private dwelling houses. 

(d) The term, “national defense” means programs for military and atomic 
energy production or construction, military assistance to any foreign nation, 
stockpiling, and directly related activity. 

(e) The words “wages, salaries, and other compensation” shall include all 
forms of remuneration to employees by their employers for personal services, 
including, but not limited to, vacation and holiday payments, night shift and 
other bonuses, incentive payments, year-end bonuses, employer contributions 
to or payments of insurance or welfare benefits, employer contributions to a pen- 
sion fund or annuity, payments in kind, and premium overtime payments. 

Seo. 703. (a) Except as otherwise specifically provided, the President may dele- 
gate any power or authority conferred upon him by this Act to any officer or 
agency of the Government, including any new agency or agencies (and the Presi- 
dent is hereby authorized to create such new agencies, other than corporate 
agencies, as he deems necessary), and he may authorize such redelegations 
by that officer or agency as the President may deem appropriate. The Presi- 
dent is authorized to appoint heads and assistant heads of any such new agen- 
cies, and other officials therein of comparable status, and to fix their compensa- 
tion, without regard to the Classification Act of 1949, as amended, the head of 
one such agency to be paid at a rate comparable to the compensation paid to the 
heads of executive departments of the Government, and other such heads, assist- 
ant heads, and officials at rates comparable to the compensation paid to the heads 
and assistant heads of independent agencies of the Government. Any officer or 


agency may employ civilian personnel for duty in the United States, including 
the District of Columbia, or elsewhere, without regard to section 14 of the Federal 
Employees Pay Act of 1946 (60 Stat. 219) as the President deems necessary to 
carry out the provisions of this Act. 

(b) The head and assistant heads of any independent agency created to admin- 
ister the authority conferred by title IV of this Act shall be appointed by the 
President, by and with the advice and consent of the Senate. There shall be 
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included among the policy-making officers of each regional office administering 
the authority conferred by title IV of this Act a resident of each State served by 
such office whose governor requests such representation. 

Sec. 704. The President may make such rules, regulations, and orders as he 
deems necessary or appropriate to carry out the provisions of this Act. Any 
regulation or order under this Act may be established in such form and manner, 
may contain such classifications and differentiations, and may provide for such 
adjustments and reasonable exceptions as in the judgment of the President are 
necessary or proper to effectuate the purposes of this Act, or to prevent circum- 
vention or evasion, or to facilitate enforcement of this Act, or any rule, regula- 
tion, or order issued under this Act. No rule, regulation, or order issued under 
this Act which restricts the use of natural gas (either directly, or by restricting 
the use of facilities for the consumption of natural gas, or in any other manner) 
shall apply in any State in which a public regulatory agency has authority to 
restrict the use of natural gas and certifies to the President that it is exercising 
that authority to the extent necessary to accomplish the objectives of this Act. 

Sec. 705. (a) The President shall be entitled, while this Act is im effect and 
for a period of two years thereafter, by regulation, subpena, or otherwise, to 
obtain such information from, require such reports and the keeping of such rec- 
ords by, make such inspection of the books, records, and other writings, premises 
or property of, and take the sworn testimony of, and administer oats and affirma- 
tions to, any person as may be necessary or appropriate, in his discretion, to the 
enforcement or the administration of this Act and the regulations or orders 
issued thereunder. The President shall issue regulations insuring that the 
authority of this subsection will be utilized only after the scope and purpose of 
the investigation, inspection, or inquiry to be made have been defined by compe- 
tent authority, and it is assured that no adequate and authoritative data are 
available from any Federal or other responsible agency. In ease of contumacy 
by, or refusal to obey a subpena served upon, any person referred to in this sub- 
section, the district court of the United States for any district in which such 
person is found or resides or transacts business, upon application by the Presi- 
dent, shall have jurisdiction to issue an order requiring such person to appear 
and give testimony or to appear and produce documents, or both; and any failure 
to obey such order of the court may be punished by such court as a contempt 
thereof. 

(b) No person shall be excused from complying with any requirement under 
this section or from attending and testifying or from producing books, papers, 
documents, and other evidence in obedience to a subpena before any grand jury 
or in any court or administrative proceeding based upon or growing out of any 
alleged violation of this Act on the ground that the testimony or evidence, docu- 
mentary or otherwise, required of him may tend to incriminate him or subject 
him to penalty or forfeiture; but no natural person shall be prosecuted or sub- 
jected to any penalty or forfeiture in any court, for or on account of any transac- 
tion, matter, or thing concerning which he is so compelled, after having claimed 
his privilege against self-incrimination, to testify or produce evidence, documen- 
tary or otherwise, except that such natural person so testifying shall not be 
exempt from prosecution and punishment for perjury committed in so testifying: 
Provided, That the immunity granted herein from prosecution and punishment 
and from any penalty or forfeiture shall not be construed to vest in any individual 
any right to priorities assistance, to the allocation of materials, or to any other 
benefit which is within the power of the President to grant under any provision 
of this Act. 

(c) The production of a person’s books, records, or other documentary evi- 
dence shall not be required at any place other than the place where such person 
usually keeps them, if prior to the return date specified in the regulations, sub- 
pena, or other document issued with respect thereto, such person furnishes the 
President with a true copy of such books, records, or other documentary evi- 
dence (certified by such person under oath to be a true and correct copy) or 
enters into a stipulation with the President as to the information contained in 
such books, records, or other documentary evidence. Witnesses shall be paid the 
same fees and mileage that are paid witnesses in the courts of the United States. 

(d) Any person who willfully performs any act prohibited or willfully fails 
to perform any act required by the above provisions of this section, or any rule, 
regulation, or order thereunder, shall upon conviction be fined not more than 
$1,000 or imprisoned for not more than one year or both. 
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(e) Information obtained under this section which the President deems con- 
fidential or with reference to which a request for confidential treatment is made 
by the person furnishing such information shall not be published or disclosed 
unless the President determines that the withholding thereof is contrary to the 
interest of the national defense, and any person willfully violating this provision 
shall, upon conviction, be fined not more than $10,000, or imprisoned for not 
more than one year, or both. 

All information obtained by the Office of Price Stabilization under this section 
705, as amended, and not made public prior to April 30, 1953, shall be deemed 
confidential and shall not be published or ‘disclosed, either to the public or to 
another Federal agency except the Congress or any duly authorized committee 
thereof, and except the Department of Justice for such use as it may deem neces- 
sary in the performance of its functions, unless the President determines that 
the withholding thereof is contrary to the interests of the national defense, and 
any person willfully violating this provision shall, upon conviction, be fined not 
more than $10,000 or imprisoned for not more than one year, or both. 

(f) Any person subpenaed under this section shall have the right to make a 
record of his testimony and to be represented by counsel. 

Sec. 706. (a) Whenever in the judgment of the President any person has en- 
gaged or is about to engage in any acts or practices which constitute or will 
constitute a violation of any provision of this Act, he may make application to the 
appropriate court for an order enjoining such acts or practices, or for an order 
enforcing compliance with such provision, and upon a showing by the President 
that such person has engaged or is about to engage in any such acts or practices 
a permanent or temporary injunction, restraining order, or other order, with 
or without such injunction or restraining order, shall be granted without bond. 

(b) The district courts of the United States and the United States courts of 
any Territory or other place subject to the jurisdiction of the United States 
shall have jurisdiction of violations of this Act or any rule, regulation, order, or 
subpena thereunder, and of all civil actions under this Act to enforce any li- 
ability or duty created by, or to enjoin any violation of, this Act or any rule, 
regulation, order, or subpena thereunder. Any criminal proceeding on account 
of any such violation may be brought in any district in which any act, failure to 
act, or transaction constituting the violation occurred. Any such civil action 
may be brought in any such district or in the district in which the defendant 
resides or transacts business. Process in such cases, criminal or civil, may be 
served in any district wherein the defendant resides or transacts business or 
wherever the defendant may be found; the subpena for witnesses who are re- 
quired to attend a court in any district in such case may run into any other 
district. The termination of the authority granted in any title or section of this 
Act, or of any rule, regulation, or order issued thereunder, shall not operate to 
defeat any suit, action, or prosecution, whether theretofore or thereafter com- 
menced, with respect to any right, liability, or offense incurred or committed 
prior to the termination date of such title or of such rule, regulation, or order. 
No costs shall be assessed against the United States in any proceeding under 
this Act. All litigation arising under this Act or the regulations promulgated 
thereunder shall be under the supervision and control of the Attorney General. 

Sec. 707. No person shall be held liable for damages or penalties for any act or 
failure to act resulting directly or indirectly from compliance with a rule, regula- 
tion, or order issued pursuant to this Act notwithstanding that any such rule, 
regulation, or order shall thereafter be declared by judicial or other competent 
authority to be invalid. No person shall discriminate against orders or contracts 
to which priority is assigned or for which materials or facilities are allocated 
under title I of this Act or under any rule, regulation, or order issued there- 
under, by charging higher prices or by imposing different terms and conditions 
for such orders or contracts than for other generally comparable orders or con- 
tracts, or in any other manner. 

Sec. 708. (a) The President is authorized to consult with representatives of 
industry, business, financing, agriculture, labor, and other interests, with a view 
to encouraging the making by such persons with the approval by the President 
of voluntary agreements and programs to further the objectives of this Act. 

(b) No act or omission to act pursuant to this Act which occurs while this 
Act is in effect, if requested by the President pursuant to a voluntary agree- 
ment or program approved under subsection (a) and found by the President 
to be in the public interest as contributing to the national defense shall be 
construed to be within the prohibition of the antitrust laws or the Federal 
Trade Commission Act of the United States: “Provided, however, That after 
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the enactment of the Defense Production Act Amendments of 1955, the exemp- 
tion from the prohibitions of the antitrust laws and the Federal Trade Com- 
mission Act of the United States shall apply only (1) to acts and omissions 
to act requested by the President or his duly authorized delegate pursuant to 
duly approvel voluntary agreements or programs relating solely to the exchange 
between actual or prospective contractors of technical or other information, pro- 
duction techniques, and patents or patent rights, relating to equipment used 
primarily by or for the military which is being procured by the Department 
of Defense or any department thereof, and the exchange of materials, equipment, 
and personnel to be used in the production of such equipment; and (2) to 
acts and omissions to act requested by the President or his duly authorized 
delegate pursuant to voluntary agreements or programs which were duly ap 
proved under this section before the enactment of the Defense Production Act 
Amendments of 1955. The Attorney General shall review each of the voluntary 
agreements and programs covered by this section, and the activities being 
carried on thereunder, and, if he finds, after such review and after consultation 
with the Director of the Office of Defense Mobilization and other interested 
agencies, that the adverse effects of any such agreement or program on the 
competitive free-enterprise system outweigh the benefits of the agreement or 
program to the national defense, he shall withdraw his approval in accordance 
with subsection (d) of this section. This review and determination shall be 
made within ninety days after the enactment of the Defense Production Act 
Amendments of 1955. 

A copy of each such request intended to be within the coverage of this 
section, and any modification or withdrawal thereof, shall be furnished to the 
Attorney General and the Chairman of the Federal Trade Commission when 
made, and it shall be published in the Federal Register unless publication thereof 
would, in the opinion of the President, endanger the national security. 

(c) The authority granted in subsection (b) shall Se delegated only (1) to 
officials who shall for the purpose of such delegation be required to be appointed 
by the President by and with the advice and consent of the Senate, unless 
otherwise required to be so appointed, and (2) upon the condition that such 
officials consult with the Attorney General and with the Chairman of the Federal 
Trade Commission not less than ten days before making any request or finding 
thereunder, and (3) upon the condition that such officials obtain the approval 
of the Attorney General to any request thereunder before making the request. 
For the purpose of carrying out the objectives of title I of this Act, the authority 
granted in subsection (b) of this section shall rot be delegated except to a 
single official of the Government. 

(d) Upon withdrawal of any request or finding made hereunder, or upon 
withdrawal by the Attorney General of his approval of the voluntary agree- 
ment or program on which the request or finding is based, the provisions of 
this section shall not apply to any subsequent act or omission to act by reason 
of such finding or request. 

(e) The Attorney General is directed to make, or request the Federal Trade 
Commission to make for him, surveys for the purpose of determining any factors 
which may tend to eliminate competition, create or strengthen monopolies, injure 
small business, or otherwise promote undue concentration of economic power 
in the course of the administration of this Act. Such surveys, and the reports 
hereafter required, shall include studies of the voluntary agreements and pro- 
grams authorized by this section. The Attorney General shall submit to the 
Congress and the President within ninety days after the approval of this Act, 
and at least once every three months, reports setting forth the results of such 
surveys and including such recommendations as he may deem desirable. 

(f) After the date of enactment of the Defense Production Act Amendments 
of 1952, no voluntary program or agreement for the control of credits shall be 
approved or carried out under this section, 

Sec. 709. The functions exercised under this Act shall be excluded from the 
operation of the Administrative Procedure Act (60 Stat. 237) except as to the re- 
quirements of section 3 thereof. Any rule, regulation, or order, or amendment 
thereto, issued under authority of this Act shall be accompanied by a statement 
that in the formulation thereof there has been consultation with industry repre- 
sentatives, including trade association representatives, and that consideration 
has been given to their recommendations, or that special circumstances have 
rendered such consultation impracticable or contrary to the interest of the 
national defense, but no such rule, regulation, or order shall be invalid by reason 
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of any subsequent finding by judicial or other authority that such a statement is 
inaccurate. 

Src. 710. (a) Repealed by section 505 (c) (1) of the Act of June 28, 1955 (69 
Stat. 180). 

(b) (1) The President is further authorized, to the extent he deems it neces- 
sary and appropriate in order to carry out the provisions of this Act, and sub- 
ject to such regulations as he may issue, to employ persons of outstanding ex- 
perience and ability without compensation ; 

(2) The President shall be guided in the exercise of the authority provided 
in this subsection by the following policies: 

(i) So far as possible, operations under the Act shall be carried on by full- 
time, salaried employees of the Government, and appointments under this au- 
thority shall be to advisory or consultative positions only. 

(ii) Appointments to positions other than advisory or consultative may be 
made under this authority only when the requirements of the position are such 
that the incumbent must personally possess outstanding experience and ability 
not obtainable on a full-time, salaried basis. 

(iii) In the appointment of personnel and in assignment of their duties, 
the head of the department or agency involved shall take steps to avoid, to 
as great an extent as possible, any conflict between the governmental duties 
and the private interests of such personnel. 

(3) Appointees under this subsection (b) shall, when policy matters are in- 
volved, be limited to advising appropriate full-time salaried Government officials 
who are responsible for making policy decisions. 

(4) Any person employed under this subsection (b) is hereby exempted, with 
respect to such employment, from the operation of sections 281, 283, 284, 434, and 
1914 of title 18, United States Code, and section 190 of the Revised Statutes 
(5 U.S. C. 99), except that— 

(i) exemption hereunder shall not extend to the negotiation or execution, 
by such appointee, of Government contracts with the private employer of such 
appointee or with any corporation, joint stock company, association, firm, part- 
nership, or other entity in the pecuniary profits or contracts of which the 
appointee has any direct or indirect interest ; 

(ii) exemption hereunder shall not extend to making any recommendation 
or taking any action with respect to individual applications to the Government 
for relief or assistance, on appeal or otherwise, made by the private employer 
of the appointee or by any corporation, joint stock company, association, firm, 
partnership, or other entity in the pecuniary profits or contracts of which the 
appointee has any direct or indirect interest ; 

(iii) exemption hereunder shall not extend to the prosecution by the ap- 
pointee, or participation by the appointee in any fashion in the prosecution, 
of any claims against the Government involving any matter concerning which 
the appointee had any responsibility during his employment under this subsec- 
tion, during the period of such employment and the further period of two years 
after the termination of such employment; and 

(iv) exemption hereunder shall not extend to the receipt or payment of salary 
in connection with the appointee’s Government service hereunder from any 
source other than the private employer of the appointee at the time of his appoint- 
ment hereunder. 

(5) Appointments under this subsection (b) shall be supported by written 
certification by the head of the employing department or agency— 

(i) that the appointment is necessary and appropriate in order to carry out 
the provisions of the Act; 

(ii) that the duties of the position to which the appointment is being made 
require outstanding experience and ability ; 

(iii) that the appointee has the outstanding experience and ability required by 
the position; and 

(iv) that the department or agency head has been unable to obtain a person 
with the qualifications necessary for the position on a full-time, salaried basis. 

(6) The heads of the departments or agencies making appointments under this 
subsection (b) shall file with the Division of the Federal Register for publica- 
tion in the Federal Register a statement including the name of the appointee, the 
employing department or agency, the title of his position, and the name of his 
private employer, and the appointee shall file with such Division for publication 
in the Federal Register a statement listing the names of any corporations of 
which he is an officer or director or within 60 days preceding his appointment has 
been an officer or director, or in which he owns, or within 60 days preceding his 
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appointment has owned, any stocks, bonds, or other financial interests, and the 
names of any partnerships in which he is, or was within 60 days preceding his 
appointment, a partner, and the names of any other businesses in which he owns, 
or within such 60-day period has owned, any similar interest. At the end of each 
succeeding six-month period, the appointee shall file with such Division for pub- 
lication in the Federal Register a statement showing any changes in such inter- 
ests during such period. 

(7) At least once every three months the Chairman of the United States Civil 
Service Commission shall survey appointments made under this subsection and 
shall report his findings to the President and the Joint Committee on Defense 
Production and make such recommendations as he may deem proper. 

(8) Persons appointed under the authority of this subsection may be allowed 
transportation and not to exceed $15 per diem in lieu of subsistence while away 
from their homes or regular places of business pursuant to such appointment, 

(c) The President is authorized, to the extent he deems it necessary and 
appropriate in order to carry out the provisions of this Act, to employ experts 
and consultants or organizations thereof, as authorized by section 55a of title 5 
of the United States Code. Individuals so employed may be compensated at 
rates not in excess of $50 per diem and while away from their homes or regular 
places of business they may be allowed transportation and not to exceed $15 per 
diem in lieu of subsistence and other expenses while so employed, The President 
is authorized to provide by regulation for the exemption of such persons from the 
operation of sections 281, 283, 284, 434, and 1914 of title 18 of the United States 
Code and section 190 of the Revised Statutes (5 U. 8. C. 99). 

(d) The President may utilize the services of Federal, State, and local agencies 
and may utilize and establish such regional, local, or other agencies, and 
utilize such voluntary and uncompensated services, as may from time to time 
be needed; and he is authorized to provide by regulation for the exemption of 
persons whose services are utilized under this subsection from the operation of 
sections 281, 283, 284, 434, and 1914 of title 18 of the United States Code and 
section 190 of the Revised Statutes (5 U. S. C. 99). 

(e) The President is further authorized to provide for the establishment and 
training of a nucleus executive reserve for employment in executive positions 
in Government during periods of emergeney. Members of this executive re- 
serve who are not full-time Government employees may be allowed transporta- 
tion and not to exceed $15 per diem in lieu of subsistence while away from 
their homes or regular places of business for the purpose of participating in 
the executive reserve training program. The President is authorized to pro- 
vide by reguiation for the exemption of such persons who are not full-time 
Government employees from the operation of sections 281, 283, 284, 434, and 
1914 of title 18 of the United States Code and section 190 of the Revised Statutes 
(5 U..8..C. 99). 

(f) Whoever, being an officer or employee of the United States or any depart- 
ment or agency thereof (including any Member of the Senate or House of 
Representatives), receives, by virtue of his office or employment, confidential 
information, and (1) uses such information in speculating directly or indirectly 
on any commodity exchange, or (2) discloses such information for the purpose 
of aiding any other person so to speculate, shall be fined not more than $10,000 
or imprisoned not more than one year, or both. As used in this section, the term 
“speculate” shall not include a legitimate hedging transaction, or a purchase or 
sale which is accompanied by actual delivery of the commodity. 

(g) The President, when he deems such action necessary, may make provision 
for the printing and distribution of reports, in such number and in such manner 
as he deems appropriate, concerning the actions taken to carry out the objectives 
of this Act. 

Sec. 711. There are hereby authorized to be appropriated such sums as may 
be necessary and appropriate for the carrying out of the provisions and pur- 
poses of this Act by the President and such agencies as he may designate or 
create. Funds made available for the purposes of this Act may be allocated 
or transferred for any of the purposes of this Act, with the approval-of the 
Bureau of the Budget, to any agency designated to assist in carrying out this 
Act. Funds so allocated or transferred shall remain available for such period 
as may be specified in the Acts making such funds available. 

Sec. 712. (a) There is hereby established a joint congressional committee to 
be known as the Joint Committee on Defense Production (hereinafter referred 
to as the committee), to be composed of ten members as follows: 
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(1). Five members who are members of the Committee on Banking and 
Currency of the Senate, three from the majority and two from the minority 
party, to be appointed by the chairman of the committee; and 

(2) Five members who are members of the Committee on Banking and 
Currency of the House of Representatives, three from the majority and two 
from the minority party, to be appointed by the chairman of the committee. 

A vacancy in the membership of the committee shall be filled in the same 
manner as the original selection. The committee shall elect a chairman and a 
vice chairman from among its members, one of whom ‘shall be a Member of the 
Senate and the other a Member of the House of Representatives. 

(b) It shall be the function of the Committee to make a continuous study of 
the programs and of the fairness to consumers of the prices authorized by this 
Act and to review the progress achieved in the execution and administration 
thereof. Upon request, the committee shall aid the standing committees of the 
Congress having legislative jurisdiction over any part of the programs author- 
ized by this Act; and it shall make a report to the Senate and the House of 
Representatives, from time to time, concerning the results of its studies, together 
with such recommendations as it may deem desirable. Any department, official, 
or agency administering any of such programs shall, at the request of the com- 
mittee, consult with the committee, from time to time, with respect to their 
activities under this Act. 

(ce) The committee, or any duly authorized subcommittee thereof, is authorized 
to hold such hearings, to sit and act at such times and places, to require by sub- 
pena (to be issued under the signature of the chairman or vice chairman of the 
committee) or otherwise the attendance of such witnesses and the production of 
such books, papers, and documents, to administer such oaths, to take such testi- 
mony, to procure such printing and binding, and to make such expenditures as it 
deems advisable. The cost of stenographic services to report such hearings shall 
not be in excess of 40 cents per hundred words. The provisions of sections 102 
to 104, inclusive, of the Revised Statutes shall apply in case of any failure of 
any witness to comply with any subpena or to testify when summoned under 
authority of this subsection. 

(d) The committee is authorized to appoint and, without regard to the Classi- 
fication Act of 1949, as amended, fix the compensation of such experts, consult- 
ants, technicians, and organizations thereof, and clerical and stenographic 
assistants as it deems necessary and advisable. 

(e) The expenses of the committee under this section, which shall not exceed 
$65,000 in any fiscal year, shall be paid from the contingent fund of the House 
of Representatives upon vouchers signed by the Chairman or Vice Chairman. 

(f) The Secretary of Commerce shall make a special investigation and study 
of the production, allocation, distribution, use of nickel, of its resale as scrap, 
and of other aspects of the current situation with respect to supply and market- 
ing of nickel, with particular attention to, among other things, the adequancy of 
the present system of nickel allocation between defense and civilian users. The 
Secretary of Commerce shall consult with the Joint Committee on Defense Pro- 
duction during the course of such investigation and study with respect to the 
progress achieved and the results of the investigation and study, and shall make 
an interim report on the results of the investigation and study on or before 
August 15, 1956, and shall, or or before December 31, 1956, make a final: report 
on the results of such investigation and study, together with such recommenda- 
tions as the Secretary of Commerce deems advisable. Such reports shall be made 
to the Senate (or to the Secretary of the Senate if the Senate is not in session) 
and to the House of Representatives (or to the Clerk of the House of Repre- 
sentatives if the House is not in session). 

Sec. 713. The provisions of this Act shall be applicable to the United States, its 
Territories and possessions, and the District of Columbia. 

Sec. 714. Terminated at the close of July 31, 1953. For purposes of section 
301 (a) of this Act, section 714 (a) (1) defined a small-business concern thusly: 
“* * * a small-business concern shall be deemed to be one which is independently 
owned and operated and which is not dominant in its field of operation,” and 
provided that, “The Administration, in making a detailed definition, may use 
these criteria, among others: independency of ownership and operation, number 
of employees, dollar volume of business, and nondominance in its field.” 

Sec. 715. If anv provision of this Act or the application of such provision to 
any person or circumstances shall be held invalid, the remainder of the Act, 
and the application of such provision to persons or circumstances other than 
those as to which it is held invalid, shall not be affected thereby. 
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Sec. 716. That no person may be employed under this Act who engages in a 
strike against the Government of the United States or who is a member) of an 
organization of Government employees that asserts the right to strike against 
the Government of the United States, or who advocates, or who is a member of 
an organization that advocates, the overthrow of the Government of the United 
States by force or violence: Provided, That for the purposes hereof an affidavit 
shall be considered prima facie evidence that the person making the affidavit has 
not contrary to the provisions of this section engaged in a strike against the 
Government of the United States, is not a member of an organization of Govern- 
ment employees that asserts the right to strike against the Government of the 
United States or that such person does not advocate, and is not a member of an 
organization that advocates, the overthrow of the Government of the United 
States by force or violence: Provided further, That any person who engages in 
a strike against the Government of the United States or who is a member of an 
organization of Government employees that asserts the right to strike against 
the Government of the United States, or who advocates, or who is a member of an 
organization that advocates, the overthrow of the Government of the United 
States by force or violence and accepts employment the salary or wages for 
which are paid from any appropriation or fund contained in this Act shall be 
guilty of a felony and, upon convinction, shall be fined not more than $1,000 or 
imprisoned for not more than one year, or both: Provided further, That the 
above penalty clause shall be in addition to, and not in substitution for, any 
other provisions of existing law. 

Sec. 717.(a) Title I (except section 104), title III, and title VII (except 
section 714) of this Act, and all authority conferred thereunder, shall terminate 
at the close of June 30, 1958. Section 714 of this Act, and all authority con- 
ferred thereunder shall tereminate at the close of July 31, 1953. Section 104, 
title II, and title VI of this Act, and all authority conferred thereunder shall 
terminate at the close of June 30, 1953. Title IV and V of this Act, and all 
authority conferred thereunder, shall terminate at the close of April 30, 1953. 

(b) Notwithstanding the foregoing— 

(1) The Congress by concurrent resolution or the President by proclamation 
may terminate this Act prior to the termination otherwise provided therefor. 

(2) The Congress may also provide by concurrent resolution that any section 
of this Act and all authority conferred thereunder shall terminate prior to the 
termination otherwise provided therefor. 

(3) Any agency created under this Act may be continued in existence for 
purposes of liquidation for not to exceed six months after the termination of 
the provision authorizing the creation of such agency. 

(c) The termination of any section of this Act, or of any agency or corpora- 
tion utilized under this Act, shall not affect the disbursement of funds under, 
or the carrying out of, any contract, guarantee, commitment or other obligation 
entered into pursuant to this Act prior to the date of such termination, or the 
taking of any action necessary to preserve or protect the interests of the United 
States in any amounts advanced or paid out in carrying on operations under 
this Act, or the taking of any action (including the making of new guarantees) 
deemed by a guaranteeing agency to be necessary to accomplish the orderly 
liquidation, adjustment, or settlement of any loans guaranteed under this Act, 
including actions deemed necessary to avoid undue hardship to borrowers in 
reconverting to normal civilian production; and all of the authority granted to 
the President, guaranteeing agencies, and fiscal agents, under section 301 of this 
Act shall be applicable to actions taken pursuant to the authority contained in 
this subsection. 

Notwithstanding any other provision of this Act, the termination of title VI 
or any section thereof shall not be construed as effecting any obligation, condi- 
tion, liability, or restriction arising out of any agreement heretofore entered 
into pursuant to, or under the authority of, section 602 or section 605 of this Act, 
or any issuance thereunder, by any person or corporation and the Federal Gov- 
ernment or any agency thereof relating to the provision of housing for defense 
workers or military personnel in an area designated as a critical defense hous- 
ing area pursuant to law. 

(d) No action for the recovery of any cooperative payment made to a coopera- 
tive association by a Market Administrator under an invalid provision of a 
milk marketing order issued by the Secretary of Agriculture pursuant to the 
Agricultural Marketing Agreement Act of 1937 shall be maintained unless such 
action is brought by producers specifically named as party plaintiffs to recover 
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their respective share of such payments within ninety days after the date of 
enactment of the Defense Production Act Amendments of 1952 with respect 
to any cause of action heretofore accrued and not otherwise barred, or within 
ninety days after accrual with respect to future payments, and unless each claim- 
ant shall allege and prove (1) that he objected at the hearing to the provisions 
of the order under which such payments were made and (2) that he either re- 
fused to accept payments computed with such deduction or accepted them under 
protest to either the Secretary or the Administrator. The district courts of 
the United States shall have exclusive original jurisdiction of all such actions 
regardless of the amount involved. This subsection shall not apply to funds held 
in escrow pursuant to court order. Notwithstanding any other provision of this 
Act, no termination date shall be applicable to this subsection. 
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AUTHORIZING THE PRESIDENT TO UNDERTAKE ECO- 
NOMIC AND MILITARY COOPERATION WITH NATIONS 
IN THE GENERAL AREA OF THE MIDDLE EAST 


JaNvARY 25, 1957.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Gorpon, from the Committee on Foreign Affairs, submitted the 
following 


REPORT 


[To accompany H. J. Res. 117] 


The Committee on Foreign Affairs, to whom was referred the joint 
resolution (H. J. Res. 117) to authorize the President to undertake 
economic and military cooperation with nations in the general area of 
the Middle East in order to assist in the strengthening and defense of 
their independence, having considered the same, report favorably 
thereon with amendments and recommend that the joint resolution 
as amended do pass. 

The amendments are as follows: 

On page 2, line 5, after the word “East” insert “desiring such 
assistance’. 

On page 2, line 16, after the words “Provided, Thai” insert the 
following: 

the authority herein granted shall be carried out to the great- 
est extent deemed practicable by the President through the 
United Nations, and that 


On page 3, strike all of lines 1 through 9 inclusive and insert in 
lieu thereof the following: 


Src. 3. The President is hereby authorized to use during 
the balance of fiscal year 1957 for economic and military 
assistance under this joint resolution not to exceed 
$200,000,000 from any appropriation now available for 
carrying out the provisions of ithe Mutual Security Act of 
1954, as amended, in accord with the provisions of such Act: 
Provided, That, whenever the President determines it to be 
important to the security of the United States, such use may 
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be under the authority of Section 401 (a) of the Mutual 
Security Act of 1954, as amended, and without regard to the 
provisions of Section 105 of the Mutual_Security Appropria- 
tion Act, 1957. This authorization is in addition to other 
existing authorizations with respect to the use of such 
appropriations. 


On page 3, line 10, strike the word “month” and insert in lieu 
thereof the word “months”, and after the word “January” insert 
“and July” 

On page 3, line 16, before the period insert “otherwise except that 
it may be terminated earlier by a concurrent resolution of the two 
Houses of Congress.” 

1, COMMITTEE ACTION 


On January 5, 1957, the President of the United States transmitted 
to the Congress a message (see appendix 2) requesting the C ongress 
to take appropriate action to authorize him to undertake economic 
and military cooperation with nations in the general area of the Middle 
East in order to assist in the strengthening and defense of their in- 
dependence. Following the delivery of the message, and recognizing 
the importance of pro: aa action, House Joint Resolution 117, carry- 
ing out the recommendations of the Pt ‘esident, was introduced by the 
chairman of the Foreign Affairs Committee, Hon. Thomas S. Gordon. 
The committee held hearings morning and afternoon over a period of 
2 weeks and held 4 executive sessions. The committee considered 
different proposals for carrying out the intent of the Executive request, 
including the use of the form of a concurrent resolution. <A joint 
resolution has the force of law while a concurrent resolution expresses 
the sense of the Congress on a particular issue, but is not binding either 
on the Congress or on the President. The executive branch presented 
its request in the form of a joint resolution. The President, in his 
message to Congress, specifically requested “authority to employ the 
Armed Forces of the United States.” 

The committee’s consideration developed that the furnishing of both 
military assistance and economic aid could only be accomplished by 
a joint resolution. The majority of the committee favored the joint 
resolution approach. ‘This avoided the need for two resolutions and 
also avoided the possibility that a departure from the joint resolution 
form would have an adverse psychological effect. 

On January 24, 1957, the committee ordered the resolution reported, 
as amended, by a vote of 24 yeas, 2 nays, and 1 present. 


2. THE AREA 


This legislation involves the general area of the Middle East. 
The term ‘‘Middle East” like the more familiar term ‘‘Near East” has 
had no precise definition, Secretary of State Dulles in our hearings 
said, ‘“The term ‘Middle East’ as used in this resolution includes the 
area lying between and including Libya on the west, Pakistan on the 
east, Turkey on the north, and ‘the Arabian Peninsula on the south.” 
Ethiopia and the Sudan are also in the area. This identification of 
countries does not rule out the inclusion of other countries around the 
perimeter. The committee decided, however, to accept the view of 
the executive department that a complete listing of countries would 
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restrict the freedom of action of the United States in carrying out the 
purposes of this resolution. 


Strategic importance 


The Middle East links Europe, Asia, and Africa. It is the land 
bridge as well as the principal water passageway between these three 
continents. Its control by international communism would outflank 
Europe along the southern Mediterranean and imperil’ the North 
Atlantic Treaty Organization. .Africa, which is in the process of 
developing free and ‘democratic gov ernments, would be an easy prey 
to Communist. pressures and subversion. The United States has 
previously recognized the strategic importance of this area. In the 
Greek-Turkish Assistance Act of 1947 Congress stated that— 


The national integrity and survival of these nations (Greece 
and Turkey) are of importance to the security of the United 
States and of all freedom-loving peoples and depend upon the 
receipt at this time of assistance; 

This resolution is a projection of that, concept: 

The United States has already¥;‘with the cooperation of several 
countries in the area, established important bases in the Middle East. 
Communist penetration into the area will jeopardize these. It: is 
particularly significant that the Soviet Union is giving @ high priority 
to its submarine fleet, for which there is no “cold'war” value. General 
Gruenther summed up the situation in. these words: 


I would say that the security of the United States and of the 
free world would be seriously endangered if the Middle East 
should fall under the domination of international com- 
munism (hearings, p. 359). 


Economie importance 


The development of international trade in modern times has 
underscored the importance of the position of the Middle East. The 
disruption of world trade occasioned by the recent closure of the Suez 
Canal is indicative of the heavy reliance placed upon this area in 
normal commercial relations. The single most important natural 
resource of thé area is oil. ‘Two-thirds of the known oil reserves are 
in the Middle East. Oil represents the principal source of foreign 
exchange for the governments of the Middle East. Only the free 
world offers them the markets that they need for oil. Western Europe, 
which has slowly rebuilt its productive capacity, is heavily dependent 
upon this oil for its economic capacity. As Secretary Dulles expressed 
it— 

The vast sacrifices the United States has made for the 
economic recovery of Europe and military defense of Europe 
would be virtually nullified if the Middle East fell under the 
control of international communism (hearings, p. 4). 


3. THE SOVIET THREAT 


The Russian threat to this area is not new. The Russian czars 
coveted it as do the Communist rulers in the Kremlin. The present 
danger of Soviet penetration arises from a combination of circum- 
stances. Control over the Middle East has passed from colonial 
powers to the hands of local rulers. Some of the new governments of 
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the area are economically weak. The Soviet Union is committed to 
aggressive policies that seek to capitalize upon local weaknesses. 
Playing into its hands are local tensions and attitudes. Not the 
least of these is the conflict between the Arab States and Israel. By 
easy itself with the new nationalist spirit, the Soviet Union 
poses as the champion of the former colonial peoples. The introduc- 
tion of military equipment is designed to keep the area in turmoil. 
The economic needs of the Middle East governments are catered to 
by Soviet offers extended through a variety of economic devices and 
methods, the purpose of which is to build up a dependence of these 
countries upon the Soviet bloc. This is the pattern of Communist 
colonialism. 

These countries are situated close to the Soviet Union, making possi- 
ble the easy introduction of agents. The heavy concentration of 
military forces along the southern borders of the Soviet Union poses a 
constant threat, particularly to the northern tier nations of the Middle 
East who are our stanchest allies in that area. The presence of such 
forces erodes the will to resist. As in the case of Czechoslovakia, there ’ 
is always the danger that the threat of overt aggression will build up 
a feeling of futility of resistance and make it possible for local. Com- 
munist elements in the various countries to take over the government. 


4. PURPOSE OF THE RESOLUTION 


The broad purpose and policy of the resolution is set forth in the 
preamble. The resolution does not set forth a detailed plan or 

rogram for dealing with all the major problems in the Middle East. 

t deals with courses of action relating to immediate military and 

economic threats. Other basic problems, causing tension in the 
area, are not dealt with in the resolution. The solution of the Arab- 
Israel controversy, the resettlement of refugees, the reopening of the 
Suez Canal with the establishment of adequate safeguards for the 
interests of its users, and other problems, are of grave importance 
and should be given continued attention by the Executive. 

Positive and comprehensive measures for dealing with the funda- 
mental problems of the Middle East should be prepared and -pre- 
sented by the Executive to the United Nations and to the Congress. 
Sufficient legislative authority already exists for the settlement of 
many phases of these problems. Our country should lead in boldly 
pursuing and implementing policies and programs to bring peace, 
security, and economic stability to the Middle East. 

House Joint Resolution 117 as reported accomplishes three primary 
objectives: 

First, it puts the Soviet Union on notice that the United States 
intends to use its Armed Forces if necessary to secure and protect 
any nation or group of nations of the Middle East requesting such aid 
against overt armed aggression from any nation controlled by inter- 
national communism, thus minimizing the possibility of war by 
miscalculation. 

Second, the resolution is intended to make clear to the’ govern- 
ments and the people of the Middle East the attitude and the policy 
of the United States toward them. The United States makes clear 
its vital interest in the status of that area. The United States also 
makes clear, however, that it believes that its interests can best be 
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protected if the nations of the Middle East are able to maintain 
their independence and integrity, and that the United States policy 
toward the area and its readiness to provide assistance contemplates 
no infringement of the sovereignty of any nation. 

Third, the resolution removes certain restrictions on the use of 
mutual security funds by the President which are contained in exist- 
ing law. No new money is authorized. The events of the last few 
months in the Middle East have not only increased the need for 
assistance to certain nations in that area, but have also made neces- 
sary a revision of other programs. The resolution gives the President 
greater discretion as to the use of funds already appropriated, 


5. RELATION TO THE UNITED NATIONS 


The resolution provides, in section 2, that the employment of the 
Armed Forces of the United States for the defense of nations in the 
general area of the Middle Kast— 


shall be carried out to the greatest extent deemed practicable 
by the President through the United Nations, and that such 
employment shall be consonant with the treaty obligations of 
the United States and with the Charter of the United Nations 
and actions and recommendations of the United Nations— 


and as specified in article 51 of the United Nations Charter. 
There are thus two references to the United Nations in the resolu- 
tion, as amended. ‘The first is the statement of a positive goal: 


That the authority herein granted shall be carried out to 
the greatest extent deemed practicable by the President 
through the United Nations. 


This will reaffirm the intent of the United States to use the United 
Nations as a prime force for peace. 
The second reference provides that the action— 


shall be consonant with * * * the Charter of the United 


Nations and actions ‘and recommendations of the United 
Nations— 


and as specified in article 51 of the United Nations Charter. 

The United States, in its foreign policy, seeks to maintain inter- 
national peace and security, to refrain in its international relations 
from the threat or use of force in any manner inconsistent with the 
purposes of the United Nations, to assist nations in achieving solu- 
tions to their economic, social, and other humanitarian problems, and 
to assist them in strengthening their independence and maintaining 
their sovereign equality. All these are purposes and principles which 
form the backbone of the United Nations Charter. The charter of the 
United Nations, in article 51, specifically acknowledges the inherent 
right of individual! or collective self-defense against an armed attack. 
To these principles and other principles outlined in the charter, United 
States foreign policy is dedicated. 

Adherence to the United Nations Charter has been a cornerstone of 
American foreign policy since the very beginning of the United Nations. 
Thus section 101 of the Mutual Security Act of 1954, as amended, 


which section declares the purposes of the military-assistance program, 
states: 
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The Congress of the United States reaffirms the policy of 
the United States to achieve international peace and security 
through the United Nations so that armed force shall not be 
used except in the common defense. 


At the same time, the committee recognizes that this country can- 
not depend entirely on the United Nations for its own security, or 
the freedom and security of the world. As stated by the President 
in his message to the Congress on the Middle East situation: 


The United Nations can always be helpful, but it cannot 
be a wholly dependable protector of freedom when the ambi- 
tions of the Soviet Union are involved (H. Doc. 46, 85th 
Cong.). (See appendix 2.) 


Thus the resolution makes it clear, in language added by the com- 
mittee, that the President will utilize the machinery of the United 
Nations “to the oreatest extent deemed practicable.” Furthermore, 
the resolution calls for the employment of United States forces to be 
consonant, or in harmony, with the Charter of the United Nations and 
the organization’s actions and recommendations. 

In effect, the resolution carries with it the full support by the United 
States of the charter of the United Nations, a support which has been 
expressed, depending upon the circumstances, at times in bilateral 
action, at times in collective action in keeping with article 51 of the 
charter, and at times through the mechanism of the United Nations 
itself. The maintenance of international peace and security, insofar 
as the foreign policy of the United States is concerned, has involved 
all three elements. To utilize one is not to exclude the others. This 
is the policy contained in section 2. 


6. USE OF ARMED FORCES OF THE UNITED STATES 


The resolution authorizes 2 types of military aid, both contained in 
section 2. The first deals with military assistance programs, such as 
are authorized in the mutual security legislation. 

The second type of military support deals with the employment by 
the President of the Armed Forces of the United States— 


as he deems necessary to secure and protect the territorial 
integrity and political independence of any such nation or 
group of nations requesting such aid against overt armed 
aggression from any nation controlled by international 
communism. 


The purpose of this provision, like the other types of assistance 
referred to in the resolution, is to declare the solidarity of the Congress 
of the United States with the President in the actions outlined. In 
the language of Secretary Dulles, it is to declare— 


that action be taken which will first of all make unmistakably 
clear that it is the policy of the United States, declared by the 
Congress and the President, to cooperate with the nations 
of the Middle East to maintain their independence (hearings, 
p. 4). 
The method employed in declaring such solidarity is the same as 
that utilized in Public Law 4, 84th Congress (the Formosa resolution), 
although the circumstances in the two instances are different. In 
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both measures the President of the United States is “authorized to 
employ the Armed Forces of the United States as he deems necessary” 
for the respective purposes of each. In both measures the plenary 
power and authority of the United States is declared. The division of 
that power as between the executive branch and the legislative branch 


is not pertinent here. As was stated in the committee report on 
the Formosa resolution: 


The committee considered the relation of the authority 
eranted by the resolution and the powers assigned to the 
President by the Constitution. Its conclusion was that the 
resolution in this form, while making it clear that the people 
of the United States stand behind the President, does not 
enter the field of controversy as to the respective limitations 
of power in the executive and legislative branches. Acting 
together, there can be no doubt that all the constitutional 
powers necessary to meet the situation are present 
(H. Rept. No. 4, 84th Cong., 1st sess., p. 4). 


This resolution does not detract from or enlarge the constitutional 
power and authority of the President of the United States as Com- 
mander in Chief, and the language used in the resolution does not 
do so. 

Likewise, the resolution does not delegate or diminish in any way 
the power and authority of the Congress of the United States to declare 
war, and the language used in the resolution does not do so. 

The committee does not in any way seek to interpret the Constitu- 
tion of the United States with regard to the power of the executive 
and legislative branches of our Government. 

We emphasize that the resolution is a declaration of the solidarity 
of the people of the United States expressed through their President 
and the Congress on our policy of cooperation with the nations of the 
Middle East. . 

The language employed is in keeping with the traditional policy of 
the United States with respect to the use of its Armed Forces. We 
do not use our forces for aggressive purposes. We do not threaten 
any nation. We do not seek any territory or the dimunition of any 

1ation’s sovereignty. Our purpose is to deter potential aggressors. 
T he North Atlantic Treaty Organization is a primary e xample of that 


principle. As explained by Secretary Dulles in his testimony before 
the committee: 


The purpose of the proposed resolution is not war. It is 
peace. The purpose, as in the other cases where the Presi- 
dent and the Congress have acted together to oppose inter- 
national communism, is to stop world war III before it 
starts (hearings, p. 6). 


It is not the intention by this provision to empower the Government 
of the United States to invade a country to overthrow its government 
however it gets there (Secretary Dulles, hearings, p. 13). 

The language in section 2 should assure any state in the general 
area of the Middle East that if there were an open, armed at tack upon 
it from any nation controlled by international communism, in such 
event, the President upon request of the nation under attack could 
employ the Armed Forces of the United States as he deems necessary 
to secure and protect its territorial integrity and political independ- 
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As explained by Secretary Dulles, we have given such assur- 
ance in one form or another, in substance, in many areas of the world, 


except in the general area of the Middle Bast: 


The administration witnesses gave no evidence of imminent overt 
armed aggression by any nation controlled by international commu- 
nism in the general area of the Middle Hast. 


Dull 


ee action which the 1 


We have either legislative authority or treaty arrangements 
to that general effect with 42 other countries of the world, 
but we do not have that with this area, except with the 2 
countries I mentioned: Turkey, which is protected through 
the North Atlantic Treaty, and Pakistan, which is protected 
through the Southeast Asia Treaty. But in between there 
isa serious gap. There is also a serious potential gap by sea 

I would say to you that the countries which are thus ex- 
posed, including Turkey and Pakistan, who, while themselves 
protected by these treaties against direct attack, would be 
flanked if there were a movement down in between them, are 
seriously concerned at the present time and have made their 
concern known to the United States. That is also the case 
with some of the Mediterranean countries which border on 
the sea. 

I believe, unless the action which is suggested here is taken, 
there will be a very serious deterioration in the position of 
freedom in the area (hearings, p. 15). 


es said: 


Well, I would say that there is fully as much evidence 
to suggest overt armed aggression against that area as there 
is against any of the other areas w here we think it is necessary 
to take precautions. There is a very powerful armed force. 
There is apparently an organization which could be used in 
that area and others. There isapparently a so-called volunteer 
force which has been organized, as was the cese when the 
Chinese intervened in the Korean war. 

I do not think that it is possible to wait until an attack 
occurs to be sure it is going to occur. We have taken these 
ee ae I do not know of any present demonstrable 
evidence thet the Soviet Union is planning to attack the 
United States, but I know we would be awfully worried if we 
did not have something to deter that attack. The same is 
the case with Western Europe. There is a very great poten- 
tial force in the hands of despots who are not restrained by 
their treaty commitments or any moral considerations. We 
know that they covet this area. You put those three things 
a. and I say that calls for action immediately (hearings, 


17). 


State as follows during the committee hearings: 


Yuestion. Would Soviet volunteers going to those areas be 
considered an act of aggression? 

Secretary Duties. We would regard Soviet volunteers as 
an act of overt aggression, because we know that in countries 





However, Secretary 


JInited States would take upon the entry of 
Communist volunteers to the area was stated by the Secretary of 
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like the Soviet Union and Communist China you do not have 
volunteers without the knowledge and approval of the 
Government. 

Question. Volunteers must be accepted by the country 
they enter; is that not true? 

Secretary Dues. Yes. 

Question. What do we do about it, then? 

Secretary Duties. Perhaps I misunderstood your ques- 
tion. I thought you raised the question if there was attack 
by volunteers. 

Question. Not necessarily an attack. 

Secretary Duties. I do not think we could do anything 
about that so far as this resolution or the charter or our 
treaty obligations are concerned. After all, we station troops 
of ours in many parts of the world with their consent, and we 
do not consider by doing so we are doing anything wrong, 
and I do not think we could take action against the station- 
ing of Soviet forces in other countries. e know they are 
already stationed and have been for a long time in the 
Soviet satellites. 

However, if after stationing them in the country they 
attack somebody else, that is another matter (hearings, pp. 
154-155). 


In reply to the question whether it will be necessary to station 
overseas additional components of our Armed Forces if this resolu- 
tion is adopted, Admiral Radford told the committee that “it would 
have little effect upon our deployments” (hearings, p. 88). 

Furthermore, Secretary Dulles said: 


I think there can be an absolute conviction that the Presi- 
dent would lean over backward not to interpret the facts 
as justifying the use of Armed Forces unless there was real 
danger to the United States in the situation (hearings, 
p. 136). 


Finally, the committee was assured that should it be necessary to 
actually use the Armed Forces of the United States, the President 
would maintain close liaison with the Congress. As stated by the 
President in his congressional message: 


If, contrary to my hope and expectation, a situation arose 
which called for the military application of the policy which 
Task the Congress to join me in proclaiming, I would, of course, 
maintain hour-by-hour contact with the Congress if it were 
in session. And if the Congress were not in session, and if 
the situation had grave implications, I would, of course, at 
once call the Congress into special session (H. Doc. No. 46, 
85th Cong., Ist sess., p. 7). 

oe 


7. POLICY AND ATTITUDE OF THE UNITED STATES TOWARD THE 
NATIONS OF THE MIDDLE EAST 


The nations of the Middle East evaluate their own problems and 
the world situation in terms of their own individual circumstances, 
They frequently assign different priorities to the dangers and the 
problems which confront them than appear to be sound when seen from 
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the perspective of the United States. Several of the Middle Eastern 
countries do not give a high priority to the Soviet threat. Many of 
the governments in the area are preoccupied with immediate political 
and economic problems. All of these nations ‘give top priority to 
national independence and freedom from foreign domination. 

The resolution recognizes that the United States is dealing with 
sovereign nations proud of their independence, and does not attempt 
to nes our priorities. Rather it contemplates cooperation by the 
United States in dealing with the problems which they regard as 
important. 

The economic problems of the Middle East are of such urgency 
that General Gruenther in his testimony before the committee made 
the following statement: 


I feel strongly about the economic side in this area especially. 
If I were told that I could have either the economic or the 
military aid, I would feel the choice is between cutting off 
the right leg or the left arm, but I would say, “I will take the 
economic and suffer the handicap of not having the military 
assistance portion.” That is how strongly I feel on the 
economic aid aspect for the Middle East (hearings, p. 369). 


Some of the Middle Eastern nations are confronted with serious 
economic and budgetary problems as a result of the closing of the 
Suez Canal, particularly those dependent on revenues from the petro- 
leum industry. Many of the governments of the area are conscious 
of the need for improving the standard of living of their people. 
At the same time no government is willing to enter into commitments 
in order to obtain aid from another gov ernment which will make it 
vulnerable to the charge of being subservient to a foreign power. 
The resolution authorizes the expenditure of not to exceed $200 million 
of mutual security funds already appropriated during the remaining 
months of the current fiscal year to provide assistance to the area. 
It is anticipated that the amounts already authorized for that part 
of the world will be adequate, but greater flexibility in the use of 
these funds is necessary because of the conditions which havedeveloped 
during recent months. 

No programs for allocating funds to countries or projects have yet 
been developed. Budgetary assistance to nations facing a short-run 
crisis because of recent economic dislocations, help for refugees dis- 
placed as a result of the conflicts and tensions in the area, and aid 
to those governments now ready to push forward with development 
projects may prove desirable. The President announced in his 
message to the Congress on the Middle East situation that— 


IT shall, however, seek in subsequent legislation the author- 
ization of $200 million to be available during each of the 
fiscal years 1958 and 1959 for discretionary use in the area, 
in addition to the other mutual-security pregrams for the 
area hereafter provided for by the Congress (see appendix 2). 


The committee gave careful consideration to the question of whether 
or not assistance would be given under the authority of this resolution 
to Egypt and Syria, which are currently the recipients of aid from the 
Seviet Union. In discussing this matter the Secretary of State said: 


We do not want to give help except to a country that we 
believe is dedicated to maintaining its own independence, and 
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by that we mean fighting against communism: .We want to 
help them keep free from mternational communism (hear- 
ings, p. 59). 


The Secretary of State made clear that he did not regard any of the 
nations of the Middle East as having already fallen under ‘Soviet 
control and that he believed that every ‘nation in the area having need 
for United States assistance, which by’ its’ action demonstrated its 
determination to maintain its independence from “communism, 
would be eligible to receive aid. 

Subversion 

The resolution avoids any specific statement of policy or any outline 
of a course of action with respect to subversion from within. The 
committee recognizes that the greatest danger of Soviet aggression 
lies in this direction. Nev ertheless, the committee is convinced 
that most nations of the Middle East would regard a formal commit- 
ment to oppose subversion as an assumption by the United States of a 
right to interfere in their internal affairs. . Subversion has to be fought 
from within. A nation which has the money and the equipment to 
maintain an effective internal security force, which is able to carry on 
a program for improving the living conditions of its people and which 
is protected against overt aggression from across its borders should 
be able to defend itself against subversion. The resolution provides 
for making such assistance available. The United States can contrib- 
ute best to the prevention of subversion by making it possible for 
sovereign nations to fight their own battles effectively rather than by 
intervention. 


8. REMOVAL OF RESTRICTIONS ON USE OF FUNDS 


Section 3, as amended by the committee, provides that not to exceed 
$200 million may be used for the purpose of furnishing economic and 
military assistance in the general area of the Middle East pursuant to 
the provisions of section 401 (a) of the Mutual Security Act of 1954, 
as amended, (see appendix 1) and. without _Tegard to section 105 of 
the Mutual Security Appropriation Act, 1957 (see appendix 1). Such 
authority, however, may be exercised only after the President has 
determined that such use of these funds is important to the security 
of the United States. 

Section 401 (a) of the Mutual Security Act of 1954, as amended, 
permits the utilization of not. to exceed $150 million of funds appro- 
priated under that act without regard to the provisions of the Mutual 
Security Act and of the Battle Act. Consequently, the effect of section 
3 is similarly to exempt the use of the $200 million fpom the require- 
ments of the Mutual Security Act and of the Battle Act. It is also 
specified that this new authority is in addition, to the presently 
existing waiver authority under section 401 (a). The committee has 
noted that the following restrictions are capable of being waived, 
after the President has found the use of the funds to be important to 
the security of the United States: 

(1) The requirement that funds:be utilized in the area or for the kind 
of assistance for which originally authorized and appropriated; 

(2) The conditions imposed on the furnishing of military assistance 
contained in section 105 (a) (see appendix 1) of the Mutual Security 
Act of 1954, as amended. 





(Ake er ran a aml nea a a 


nat aaa 











12 COOPERATION WITH NATIONS IN AREA OF MIDDLE EAST 


(3) The requirement in section 105 (b) (see appendix 1) that when 
military assistance is furnished for regional defense purposes it ma 
be furnished only in accordance with plans ‘and arrangements which 
shall have been found by the President to require a recipient nation 
to take an important part in the defense of the area. 

(4) The requirement in section 141 (see appendix 1) that military 
assistance and defense support assistance be furnished only after the 
President has found that such assistance will strengthen the security 
of the United States and promote world peace; 

(5) The requirement that no military assistance and defense support 
assistance can be furnished until the nation receiving such assistance 
shall have agreed to the items specified in section 142 (see appendix 1) ; 

(6) The requirement in section 201 (b) (see appendix 1) that at 
least 80 percent of development assistance be furnished in the form 
of loans; and 

(7) The conditions required under section 303 (see appendix 1) 
prior to the furnishing of technical cooperation assistance. 

Section 3, as amended, in addition to specifying that the use of funds 
may be pursuant to section 401 (a) of the Mutual Security Act (see 
appendix 1), also specifies that the use may be without regard to the 
provisions of section 105 of the Mutual Security Appropriation Act, 
1957 (see appendix 1). The Presidential determination that the use 
is important to the security of the United Stites is also required here. 
Section 105 of the Mutual Security Appropriation Act, 1957, specifies 
that not more than 20 percent of the funds appropriated under each 
appropriation item of that act may be obligated during the final 2 
months of the fiscal year. The committee has been informed by the 
executive branch that one of the major reasons for requesting this 
additional authority is that it would be impossible to obligate the 
presently available funds roundly in connection with the problems of 
the area in such a way as to meet the requirements of section 105. 

Section 401 (a) (see appendix 1) of the Mutual Security Act provides 
that not to exceed $30 million may be furnished to any one country 
under the provisions of that section. This limitation is in like manner 
applicable to the authorization contained in the amended section 3 so 
that no more than $30 million of the $200 million may be furnished to 
any one country. 

Section 3 neither authorizes, nor needs appropriation for, new 
money. It merely authorizes the expenditure of funds without regard 
to certain limitations presently existing in law. 

The committee is cognizant of the reasons for granting the Presi- 
dent greater flexibility in the expenditure of the funds specified in 
the resolution than is allowed under the Mutual Security Act and 
under the Battle Act, but it is the opinion of the committee that the 
standards established in the restrictions listed above be adhered to 
wherever practicable. 


9. REPORTING AND TERMINATION 


The committee adopted an amendment requiring that semiannual 
reports be made to the Congress rather than an annual report as pro- 
posed by the Executive. An amendment was also adopted providing 
that the resolution may be terminated by a concurrent resolution of 
the two Houses of Congress. This would permit the Congress to 
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bring to an end the authority granted in the resolution by a simple 
majority vote of the House aid Senate. Otherwise, Congress could 
only accomplish this end by enacting a law or joint resolution which 
would be subject to a Presidential veto. 


10. SUPPLEMENTAL VIEWS OF CONGRESSMAN ALVIN M. BENTLEY 


I am supporting House Joint Resolution 117 because its 
good points outweigh its imperfections, in my opinion. I 
want it clearly understood that I fully endorse the authority 
requested by the President and set forth in section’ 1 and 
2 of the legislation. 

I regard this bill as imperfect because of a lack of any spe- 
cific counteraction on our part to the danger of internal sub- 
version. I believe that, in view of the admitted gravit 
of this menace, it should be specifically stated that the . 
ministration will employ all the authority contained in sec- 
tions 1 and 2 to combat this threat. Naturally, it would 
only be used upon request of the nation concerned. 

I would favor the complete elimination of section 3 which 
grants the administration unlimited authority for the use of 
funds not:to execed: $200: million in this area. If such au- 
thority is desirable I feel it should be confined to economic 
assistance. I would prefer to have this entire question de- 
ferred until the mutual security legislation is brought before 
the Congress later in the year. 

While approving of the amendment to terminate this 
authority by a concurrent resolution of both houses of Con- 
gress, I believe that some fixed future date should be set to 
enable Congress to review the entire situation in the light of 
conditions existing at that time. In any event, this should 
not be later than March 1,1961. Itis inconceivable that the 
mandate and vote of confidence placed in the present ad- 
ministration by the American people should automatically 
be inherited by a future administration, of whatever political 
party. Congress should insist on a complete review of this 
oe at such a time and should so specify in the present 
egislation. 

I shall support House Joint Resolution 117 but with serious 
reservations as set forth above. 

Auvin M. Bent ey. 
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APPENDIX 





1. PERTINENT PROVISIONS OF LAW 
Mourtvat Security Act or 1954, as AMENDED 


Sec. 105. Conprrions AppitcABLE TO Mi.itary AssIsTANCE.— 
(a) Military assistance may be furnished under this chapter to any 
nation whose increased ability to defend itself the President shall 
have determined to be important to the security of the United States 
and which is otherwise eligible to receive such assistance. Equipment 
and materials furnished under this chapter shall be made available 
solely to maintain the internal security and legitimate self-defense of 
the recipient nation, or to permit it to participate in the defense of 
its area or in collective security arrangements and measures consistent 
with the Charter of the United Nations. The President shall be 
satisfied that such equipment and materials will not be used to under- 
take any act of aggression against any nation. 

(b) In addition to the authority and limitations contained in the 
preceding subsection, the following provisions shall apply to particular 
areas: 

* * * ok + * * 

(2) Military assistance furnished to any nation in the Near 
East and Africa to permit it to participate in the defense of its 
area shall be furnished only in accordance with plans and arrange- 
ments which shall have been found by the President to require 
the recipient nation to take an important part therein. 

* * 3 & * * + 


Sec. 141. Conprrions or Enicismiry ror Assistance.—No 
assistance shall be furnished under this title to any nation or organiza- 
tion unless the President shall have found that furnishing such as- 
sistance will strengthen the security of the United States and promote 
world peace. No such assistance shall be furnished to a nation 
unless it shall have agreed to the provisions required by section 142 
and such additional provisions as the President deems necessary to 
effectuate the policies and provisions of this title and to safeguard the 
interest of the United States. 

Sec. 142. AGreemMEeNnts.—(a) No assistance shall be furnished 
to any nation under this title unless such nation shall have agreed to— 

(1) join in promoting international understanding and good 
will, and maintaining world peace; 

(2) take such action as may be mutually agreed upon to elimi- 
nate causes of international tension; 

(3) fulfill the military obligati ons, if any, which it has assumed 
under multilateral or bilateral agreement or treaties to which the 
United States is a party; 

(4) make, consistent with its political and economic stability, 
the full contribution permitted by its manpower, resources, 
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facilities, and general economic condition to the development 
and maintenance of its own defensive strength and the defensive 
strength of the free world; 

(5) Take all reasonable measures which may be needed to de-. 
velop its defense capacities; 

(6) take appropriate steps to insure the effective utilization, of 
the assistance furnished under this title in furtherance of the 
policies and purposes of this title; 

(7) impose appropriate restrictions against transfer of title 
to or possession of any equipment and materials, information, or 
services furnished under chapter 1 of this title, without the con- 
sent of the President; 

(8) maintain the security of any article, service, or information 
furnished under chapter 1 of this title; 

(9) furnish equipment and materials, services, or other assist- 
ance consistent with the Charter of the United Nations, to the 
United States or to and among other nations to further the policies 
and purpose of chapter 1 of this title; 

(10) permit continuous observation and review by United 
States representatives of programs of assistance authorized under 
this title, including the utilization of any such assistance and 
provide the United States with full and complete information 
with respect to these matters, as the President may require. 

(b) In cases where any commodity is to be furnished on a grant 
basis under chapter 2 or chapter 3 of title I or under title II of this 
Act under arrangements which will result in the accrual of proceeds 
to the recipient nation from the import or sale thereof such assistance 
shall not be furnished unless the recipient nation shall have agreed to 
establish a Special Account, and 

i) deposit in the Special Account, under such terms and con- 
ditions as may be agreed upon, currency of the recipient nation 
in amounts equal to such proceeds; 

(ii) make available to the United States such portion of the 
Special Account as may be determined by the President to be 
necessary for the requirements of the United States: Provided, 
That such portion shall not be less than 10 per centum in the ease 
of any country to which such minimum requirement has been 

applical le under any Act repealed by this Act; and 

(iii) utilize the remainder of the Special Account for programs 
agreed to by the United States to carry out the purposes for which 
new funds authorized by this Act would themselves be available. 


Any unencumbered balances of funds which remain in the Account 
upon termination of assistance to such nation under this Act shall be 
disposed of for such purposes as may, subject to approval by the Act 
or joint r¢ solution of the Congress, be agreed to between such country 
and the Government of the United States 

* * * * ~« ok * 

0. Deliesar. 

(b) The President is authorized to utilize the funds hereafter made 
available for purposes of this title to accomplish in these areas policies 
and purposes declared in this Act, and to disburse them on such terms 
and conditions, including transfer of funds, as he may specify: 
Provided, That eighty per.centum of such assistance shall only be 


a arcane be 


: 
i 
i 
; 
; 
; 
\ 
ij 
4 
; 
; 
; 


SILER EE 











16 COOPERATION WITH NATIONS IN AREA OF MIDDLE EAST 


available on terms of repayment, except (1) when such funds are used 
to finance sales of surplus agricultural commodities under section 402, 
or (2) when granted for the ‘purpose of a regional»project involving 
two or more beneficiary nations: And provided further, That not more 
than 25 per centum of any funds hereafter made available for purposes 
of this title shall be used in furnishing bilateral assistance to any one 
nation. 
* * * * * * x 

Sec. 303. Prerequisires To AssistaNnce.—Assistance shall be 
made available under section 302 of this Act only where the President 
determines that the nation being assisted— 

(a) pays a fair share of the cost of the program; 

(b) provides all necessary information concerning such pro- 
gram and gives the program full publicity; 

(c) seeks to the maximum extent possible full coordination and 
integration of technical cooperation programs being carried on 
in that nation; 

(d) endeavors to make effective use of the results of the pro- 
gram; and 

(e) cooperates with other nations participating in the program 
in.the mutual exchange of technical knowledge and skills. 

* - * * * > * 


Sec. 401. Spectan Funp.—(a) Of the funds made available under 
this Act, not to exceed $150,000,000, in addition to the funds author- 
ized to be appropriated under subsection (b) hereof, may be used in 
any fiscal year, without regard to the requirements of this Act or any 
other Act for which funds are authorized by this Act, in furtherance 
of any of the purposes of such Acts, when the President determines 
that such use is important to the security of the United States. Not 
to exceed $100,000,000 of the funds available under this section may 
be expended for any selected persons who are residing in or escapees 
from the Soviet Union, Poland, Czechoslovakia, Hungary, Rumania, 
Bulgaria, Albania, Lithuania, Latvia, and Estonia or the Communist- 
dominated or Communist-occupied areas of Germany, or any Com- 
munist-dominated or Communist-occupied areas of Asia and an 
other countries absorbed by the Soviet Union, either to form iach 
persons into elements of the military forces supporting the North 
Atlantic Treaty Organization or for other purposes, when the Presi- 
dent determines that such assistance will contribute to the defense 
of the North Atlantic area or to the security of the United States. 
Certification by the President that he has expended amounts under 
this Act not in excess of $50,000,000, and that it is inadvisable to 
specify the nature of such expenditures, shall be deemed a sufficient 
voucher for such amounts. Not more than $30,000,000 of the funds 
available under this section may be allocated to any one nation in any 
fiscal year. 
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Sec. 105. Except for the appropriation entitled “Special Presi- 
dential Fund”, not more than 20 per centum of any appropriation 
item made available by this Act shall be obligated and/or reserved 
during the last two months of the fiscal year. 








2. THE PRESIDENT’S MESSAGE 
MIDDLE EAST SITUATION 
ADDRESS 


or 


THE PRESIDENT OF THE UNITED STATES 


DELIVERED 


BEFORE A JOINT SESSION OF THE SENATE AND THE HOUSE OF 
REPRESENTATIVES, RELATIVE TO THE MIDDLE EAST SITUA- 
TION 


To the Congress of the United States: 


First may I express to you my deep appreciation of your courtesy 
in giving me, at some inconvenience to yourselves, this early oppor- 
tunity of addressing you on a matter I deem to be of grave importance 
to our country. 

In my forthcoming State of the Union Message, I shall review the 
international situation generally. There are worldwide hopes which 
we can reasonably entertain, and there are worldwide responsibilities 
which we must carry to make certain that freedom, including our own, 
may be secure. 

There is, however, a special situation in the Middle East which I 
feel I should, even now, lay before you. 

Before doing so it is well to remind ourselves that our basic national 
objective in international afiairs remains peace—a world peace based 
on justice. Such a peace must include all areas, all peoples of the 
world, if it is to be enduring. ‘There is no nation, great or small, 
with which we would refuse to negotiate, in mutual good faith, with 
patience and in the determination to secure a better understanding 
between us. Out of such understandings must, and eventually will, 
grow confidence and trust, indispensable ingredients to a program of 
peace and to plans for lifting from us all the burdens of expensive 
armaments. ‘lo promote these objectives our Government works 
tirelessly, day by day, month by month, year by year. But until a 
degree of success crowns our efforts that will assure to all nations 
peaceful existence, we must, in the interests of peace itself, remain 
vigilant, alert, and strong. 

I 


The Middle East has abruptly reached a new and critical stage in its 
long and important history. In past decades many of the countries in 
that area were not fully self-governing. Other nations exercised con- 


17 











18 COOPERATION WITH NATIONS IN AREA OF MIDDLE EAST 


siderable authority in the area and the security of the region was largely 
built around their power. But since the First W orld War there has 
been a steady evolution toward self-government and independence. 
This development the United States has welcomed and has encour- 
aged. Our country supports without reservation the full sovereignty 
and independence of each and every nation of the Middle East. 

The evolution to independence has in the main been a peaceful 
process. But the area has been often troubled. Persistent cross- 
currents of distrust and fear with raids back and forth across national 
boundaries have brought about a high degree of instability in much 
of the Mideast. Just recently there have been hostilities involving 
Western European nations that once exercised much influence in the 
area. Also the relatively large attack by Israel in October has intensi- 
fied the basic differences between that nation and its Arab neighbors. 
All this instability has been heightened and, at times, manipulated by 
international communism. 

II 


Russia’s rulers have long sought to dominate the Middle East. 
That was true of the Czars and it is true of the Bolsheviks. The rea- 
sons are not hard to find. They do not affect Russia’s security, for 
no one plans to use the Middle East as a base for aggression against 
Russia. Never for a moment has the United States entertained such 
a thought. 

The Soviet Union has nothing whatsoever to fear from the United 
States in the Middle East, or anywhere else in the world, so long 
as its rulers do not themselves first resort to aggression. 

That statement I make solemnly and emphatically. 

Neither does Russia’s desire to dominate the Middle East spring 
from its own economic interest in the area. Russia does not appre- 
ciably use or depend upon the Suez Canal. In 1955 Soviet traffic 
through the canal represented only about three-fourths of 1 percent 
of the total. The Soviets have no need for, and could provide no 
market for, the petroleum resources which constitute the principal 
natural wealth of the area. Indeed, the Soviet Union is a substantial 
exporter of petroleum products. 

The reason for Russia’s interest in the Middle East is solely that 
of power politics. Considering ber announced purpose of communizing 
the world, it is easy to understand her hope of dominating the Middle 
East. 

This region has always been the crossroads of the continents of the 
Eastern Hemisphere. The Suez Canal enables the nations of Asia 
and Europe to carry on the commerce that is essential if these coun- 
tries are to maintain well-rounded and prosperous economies. The 
Middle East provides a gateway between Eurasia and Africa 

It contains about two-thirds of the presently known oil deposits 
of the world, and it normally supplies the petroleum needs of many 
nations of Europe, Asia, and Africa. The nations of Europe are 
peculiarly dependent upon this supply, and this dependency relates 
to transportation as well as to production. This has been vividly 
demonstrated since the closing of the Suez Canal and some of the 
pipelines. Alternate ways of transportation and, indeed, alternate 
sources of power can, if necessary, be developed. But these cannot 
be considered as early prospects. 
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These things stress the immense importance of the Middle East. 
If the nations of that area should lose their independence, if they were 
dominated by alien forces hostile to freedom, that would be both a 
tragedy for the area and for many other free nations whose economic 
life would be subject to near strangulation. Western Europe would 
be endangered just as though there had been no Marshall plan, no 
North Atlantic Treaty Organization. The free nations of Asia and 
Africa, too, would be placed in serious jeopardy. And the countries 
of the Middle East would lose the markets upon which their economies 
depend. All this would have the most adverse, if not disastrous, effect 
upon our own Nation’s economic life and political prospects. 

Then there are other factors, which transcend the material. The 
Middle East is the birthplace of three great religions—Moslem, 
Christian, and Hebrew. Mecca and Jerusalem are more than places 
on the map. They symbolize religions which teach that the spirit 
has supremacy over matter and that the individual has a dignity and 
rights of which no despotic government can rightfully deprive him. 
It would be intolerable if the holy places of the Middle East should be 
subjected to a rule that glorifies atheistic materialism. 

International communism, of course, seeks to magk its purposes of 
domination by expressions of good will and by superficially attractive 
offers of political, economic, and military aid. But any free nation, 
which is the subject of Soviet enticement, ought, in elementary wisdom, 
to look behind the mask. 

Remember Estonia, Latvia, and Lithuania. In 1939 the Soviet 
Union entered into mutual assistance pacts with these then inde- 
pendent countries; and the Soviet Foreign Minister, addressing the 
extraordinary fifth session of the Supreme Soviet in October 1939, 
solemnly and publicly declared that “we stand for the scrupulous 
and punctilious observance of the pacts on the basis of complete 
reciprocity, and we declare that all the nonsensical talk about the 
sovietization of the Baltic countries is only to the interest of our 
common enemies and of all anti-Soviet provocateurs.” Yet in 1940, 
Estonia, Latvia, and Lithuania were forcibly incorporated into the 
Soviet Union. . 

Soviet control of the satellite nations of Eastern Europe has been 
forcibly maintained in spite of solemn promises of a contrary intent, 
made during World War II. 

Stalin’s death brought hope that this pattern would change. And 
we read the pledge of the Warsaw Treaty of 1955 that the Soviet 
Union would follow in satellite countries “the principles of mutual 
respect for their independence and sovereignty and noninterference 
in domestic affairs.” But we have just seen the subjugation of 
Hungary by naked armed force. In the aftermath of this Hungarian 
tragedy, world respect for and belief in Soviet promises have sunk to 
a new low. International communism needs and seeks a recognizable 
success. 

‘Thus, we have these simple and indisputable facts: 

1. The Middle East, which has always been coveted by Russia, 
would today be prized more than ever by international com- 
munism. 

2. The Soviet rulers continue to show that they do not scruple 
to use any means to gain their ends. 

3. The free nations of the Mideast need, and for the most 
part want, added strength to assure their continued independence. 
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IIl 


Our thoughts naturally turn to the United Nations as a protector 
of small nations. Its charter gives it primary responsibility for the 
maintenance of international peace and security, Our country has 
given the United Nations its full support in relation to the hostilities 
in Hungary and in Egypt. The United Nations was able to bring 
about a cease-fire and withdrawal of hostile forces from Egypt. because 
it was dealing with governments and peoples who had a decent respect 
for the opinions of mankind as reflected in the United Nations General 
Assembly. But in the case of Hungary the situation was different. 
The Soviet Union vetoed action by the Security Council to require 
the withdrawal of Soviet armed forces from Hungary. And it has 
shown callous indifference to the recommendations, even the censure, 
of the General Assembly. The United Nations can always be helpful, 
but it cannot be a wholly dependahie protector of freedom when the 
ambitions of the Soviet Union are involved, 


IV 


Under all the circumstances I have laid before you, a greater re- 
sponsibility now devolves upon the United States. We have shown, 
so that none can doubt, our dedication to the principle that force shall 
not be used internationally for any aggressive purpose and that the 
integrity and independence of the nations of the Middle East should 
be inviolate. Seldom in history has a nation’s dedication to principle 
been tested as severely as ours during recent weeks. 

There is general recognition in the Middle East, as elsewhere, that 
the United States does not seek either political or economic domina- 
tion over any other people. Our desire is a world environment of 
freedom, not servitude. On the other hand, many, if not all, of the 
nations of the Middle East are aware of the danger that stems from 
international communism and welcome closer cooperation with the 
United States to realize for themselves the United Nations goals of 
independence, economic well-being, and spiritual growth. 

If the Middle East is to continue its geographic role of uniting 
rather than separating East and West; if its vast economic resources 
are to serve the well-being of the peoples there, as well as that of 
others; and if its cultures and religions and their shrines are to be 
preserved for the uplifting of the spirits of the peoples, then the 
United States must make more evident its willingness to support the 
independence of the freedom-loving nations of the area. 


V 


Under these circumstances I deem it necessary to seek the coopera- 
tion of the Congress. Only with that cooperation can we give the 
reassurance needed to deter aggression, to give courage and confidence 
to those who are dedicated to freedom and thus prevent a chain of 
events which would gravely endanger all of the free world. 

There have been several Executive declarations made by the United 
States in relation to the Middle East. There is the Tripartite Decla- 
ration of May 25, 1950, followed by the Presidential assurance of 
October 31, 1950, to the King of Saudi Arabia. There is the Presi- 
dential declaration of April 9, 1956, that the United States will within 
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constitutional means oppose any aggression in the area. There is our 
declaration of November 29, 1956, that a threat to the territorial 
integrity or political independence of Iran, Iraq, Pakistan, or Turkey 
would be viewed by the United States with the utmost gravity. 

Nevertheless, weaknesses in the present situation and the increased 
danger from international communism, convince me that basic United 
States policy should now find expression in joint action by the Con- 
gress and the Executive. Furthermore, our joint resolve should be 
so couched as to make it apparent that if need be our words will be 
backed by action. v7 


It is nothing new for the President and the Congress to join to 
recognize that the national integrity of other free nations is directly 
related to our own security. 

We have joined to create and support the security system of the 
United Nations. We have reaansoread the collective security system 
of the United Nations by a series of collective defense arrangements. 
Today we have security treaties with 42 other nations, which recog- 
nize that our peace and security are intertwined. We have joined to 
take decisive action in relation to Greece and Turkey and in relation 
to Taiwan. 

Thus, the United States through the joint action of the President 
and the Congress, or, in the case of treaties, the Senate, has manifested 
in many endangered areas its purpose to support free and independent 
governments—and peace—against external menace, notably the men- 
ace of international communism. Thereby we have helped to main- 
tain peace and security during a period of great danger. It is now 
essential that the United States should manifest through joint action 
of the President and the Congress our determination to assist those 
nations of the Mideast area which desire that assistance. 

The action which I propose would have the following features: 

It would, first of all, authorize the United States to cooperate with 
and assist any nation or group of nations in the general area of the 
Middle East in the development of economic strength dedicated to 
the maintenance of essed independence. 

It would, in the second place, authorize the Exeeutive to undertake 
in the same region programs of military assistance and cooperation 
with any nation or group of nations which desires such aid. 

It would, in the third place, authorize such assistance and coopera- 
tion to include the employment of the Armed Forces of the United 
States to secure and protect the territorial integrity and political 
independence of such nations, requesting such aid, against overt 
armed aggression from any nation controlled by international com- 
munism. 

These measures would have to be consonant with the treaty obli- 
gations of the United States, including the Charter of the United 
Nations and with any action or recommendations of the United Na- 
tions. They would<also, if armed: attack ocewrs, be subject to the 
overriding authority of the United Nations Security Council in 
accordance with the charter. 

The present proposal would, in the fourth place. authorize the 
President to employ, for economic and defensive military purposes, 
sums available under the Mutual Security Act of 1954, as amended, 
without regard to existing limitations. 
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The legislation now requested should not include the authorization 
or appropriation of funds because I believe that, under the conditions 
I suggest, presently appropriated funds will be adequate for the bal- 
ance of the present fiscal year ending June 30. I shall, however, seek 
in subsequent legislation the authorization of $200 million to be avail- 
able during each of the fiscal years 1958 and 1959 for discretionary use 
in the area, in addition to the other mutual security programs for the 
area hereafter provided for by the Congress. 


VII 


This program will not solve all the problems of the Middle East. 
Neither does it represent the totality of our policies for the area. 
There are the problems of Palestine and relations between Israel and 
the Arab States, and the future of the Arab refugees. There is the 
problem of the future status of the Suez Canal. These difficulties are 
aggravated by international communism, but they would exist quite 
apart from that threat. It is not the purpose of the legislation I 
propose to deal directly with these problems. The United Nations 
is actively concerning itself with all these matters, and we are sup- 
porting the United Nations. The United States has made clear, 
notably by Secretary Dulles’ address of August 26, 1955, that we are 
willing to do much to assist the United Nations in solving the basic 
problems of Palestine. 

The proposed legislation is primarily designed to deal with the 
possibility of Communist aggression, direct and indirect. There is 
imperative need that any lack of power in the area should be made 
good, not by external or alien force, but by the increased vigor and 
security of the independent nations of the area. 

Experience shows that indirect aggression rarely if ever succeeds 
where there is reasonable security against direct aggression; where 
the government disposes of loyal security forces, and where economic 
conditions are such as not to make communism seem an attractive 
alternative. The program I suggest deals with all three aspects of 
this matter and thus with the problem of indirect aggression. 

It is my hope and belief that if our purpose be proclaimed, as pro- 
posed by the requested legislation, that very fact will serve to halt 
any contemplated aggression. We shall have heartened the patriots 
who are dedicated to the independence of their nations. They will 
not feel that they stand alone, under the menace of great power. 
And I should add that patriotism is, throughout this area, a powerful 
sentiment. It is true that fear sometimes perverts true patriotism 
into fanaticism and to the acceptance of dangerous enticements from 
without. But if that fear can be allayed, then the climate will be 
more favorable to the attainment of worthy national ambitions. 

And as I have indicated, it will also be necessary for us to contribute 
economically to strengthen those countries, or groups of countries, 
which have governments manifestly dedicated to the preservation of 
independence and resistance to subversion. Such measures will pro- 
vide the greatest insurance against Communist inroads. Words alone 
are not enough. 

VIII 


Let me refer again to the requested authority to employ the Armed 
Forces of the United States to assist to defend the territorial integrity’ 
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and the political independence of any nation in the area against 
Communist armed aggression. Such authority would not be exer- 
cised except at the desire of the nation attacked. Beyond this it is 
my profound hope that this authority would never have to be 
exercised at. all. 

Nothing is more necessary to assure this than that our policy with 
respect to the defense of the area be promptly and clearly determined 
and declared. Thus the United Nations and all friendly governments, 
and indeed governments which are not friendly, will know where we 
stand. 

If, contrary to my hope and expectation, a situation arose which 

called for the military application of the policy which I ask the 
Congress to join me in proclaiming, I would of course maintain hour- 
by- hour contact with the Congress if it were in session. And if the 
Congress were not in session, and if the situation had grave implica- 
tions, I would, of course, at once call the Congress into special session. 

In the situation now existing, the greatest risk, as is often the case, 
is that ambitious despots may miscalculate. If power-hungry Com- 
munists should either falsely or correctly estimate that the Middle 
East is inadequately defended, they might be tempted to use open 
measures of armed attack. If so, that would start a chain of cir- 
cumstances which would almost surely involve the United States in 
military action. I am convinced that the best insurance against this 
dangerous contingency is to make clear now our readiness to cooperate 
fully and freely with our friends of the Middle East in ways consonant 
with the purposes and principles of the United Nations. I intend 
promptly to send a special mission to the Middle East to explain the 
cooperation we are prepared to give. 


IX 


The policy which I outline involves certain burdens and indeed 
risks for the United States. Those who covet the area will not like 
what is proposed. Already, they are grossly distorting our purpose. 
However, before this, Americans have seen our Nation’s vital interests 
and human freedom in jeopardy, and their fortitude and resolution 
have been equal to the crisis, regardless of hostile distortion of our 
words, motives, and actions. 

Indeed, the sacrifices of the American people in the cause of freedom 
have, even since the close of World War II, been measured in many 
billions of dollars and in thousands of the precious lives of our youth. 
These sacrifices, by which great areas of the world have been preserved 
to freedom, must not be thrown away. 

_In those momentous periods of the past, the President and the 
Congress have united, without partisanship, to serve the vital interests 
of the United States and of the free world. 

The occasion has come for us to manifest again our national unity 
in support of freedom and to show our deep respect for the rights and 
independence of every nation—however great, however small. We 
seek not violence, but peace. To this purpose we must now devote 
our energies, our determination, ourselves. 

Dwicat D. EisseNHOWER. 


Tue Waite Houses, January 6, 1957. 
O 
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INCREASE IN SBA SMALL BUSINESS LOAN AUTHORITY 


JANUARY 28, 1957.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Spence, from the Committee on Banking and Currency, submitted 
the following 


REPORT 


{To accompany H. R. 3109] 


The Committee on Banking and Currency, to whom was referred 
the bill (H. R. 3109) to amend the Small Business Act of 1953 to 
increase the amount available thereunder for business loans, having 
considered the same, reports favorably thereon with amendments and 
recommends that the bill as amended do pass. 

The amendments are as follows: 

Page 1, line 5, strike out ‘‘215,000,000” and insert “$230,000,000”. 

Page 1, line 10, strike out “$440,000,000” and insert ‘‘$455,000,000’’. 


PURPOSE OF THE BILL 


H. R. 3109, as reported, raises the Small Business Administration’s 
business loan authorization by $80 million. Under the Smal) Business 
Act, SBA’s loans to small business are limited to $150 million out- 
standing at any one time. The bill increases this amount to $230 
million. 

COMMITTEE AMENDMENTS 


As introduced, the bill provided for an increase of $65 million in 
loan authority. This figure was based on estimated need through the 
end of this fiscal year. The committee added another $15 million to 
cover business loan requirements through July 31, 1957, which is the 
date now set by the act for expiration of the Administration. 


FUNCTIONS OF THE SMALL BUSINESS ADMINISTRATION 


The Small Business Administration was established pursuant to the 
Small Business Act of 1953. It is the first peacetime agency devoted 
wholly to small-business problems and is an independent agency under 
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the general direction and supervision of the President. The manage- 
ment is vested in an Administrator who is appointed by the President, 
by and with the advice and consent of the Senate, and three Deputy 
Administrators appointed by the Administrator. A Loan Policy 
Board consisting of the Administrator, the Secretary of the Treasury, 
and the Secretary of Commerce establishes general policies for the 
granting or denial of financial assistance. 

The Small Business Administration makes loans to small business 
in amounts up to $250,000, for terms up to 10 years. It also helps 
small businesses in procuring contracts with the Federal Government, 
provides technical and managerial aids to small business, and consults 
with other Government agencies to insure fair and reasonable treat- 
ment for small business concerns. SBA also makes loans to victims 
of floods, drought, and other disasters. 


SBA’S LOANS TO SMALL BUSINESS 


SBA makes three types of business loans: Direct loans, immediate 
participation loans, and deferred participation loans. About 30 per- 
cent of its loans are direct loans; that is, loans which it makes by 
itself without participation by any other lender. The balance of its 
loans are made in cooperation with banks or other lenders and are 
about evenly divided (by number, but not by dollar amount) between 
immediate participation loans and deferred participation loans. In 
an immediate participation loan, SBA pays out part of the loan and 
the bank pays out the rest. In a deferred participation loan, the 
bank makes the loan but SBA agrees to take over part of the loan 
(up to 90 percent) if the bank requests it to do se 

At the end of 1956, the amount SBA had outstanding in business 
loans, plus the commitments it had made, totaled $137 million, leaving 
only $13 million for new loans. The following table shows this in 
greater detail: 


Status of statutory limitation on business loans as of Dec. 31, 1956 (preliminary) 


[One SNNRGIINN Set oe. Sek aaramiaiakeene $150, 000,-000 
2. Less: 
Investment: 
Re NE $31, 111, 156 
Immediate participation 
ome. £103 292007518. 2 37, 040, 594 


Deferred participation 
loans purchased___._.- 3, 058, 888 


Total investment. ......-..-_-__-- $71, 210, 638 
Undisbursed commitments: 
Direct loans___.____.._-- $12, 669, 782 
Immediate participation 
OO ETE ELE 20, 033, 803 
Deferred participation 
ame ss ee hd 33, 149, 525 
Total undisbursed commitments... 65, 853, 110 


Total investment and undisbursed commitments. 137, 063, 748 


webbed. sudlde cs 12, 936, 252 


3. Balance of statutory limitation 


~~ eet aoe Tp 
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NEED FOR ADDITIONAL AUTHORIZATION 


In the latter part of 1956, SBA’s business-loan activity increased 
sharply. Applications rose from a level of 350 per month to 692 in 
October, 685 in November, and 603 in December. At the present 
rate of loan approvals, SBA’s statutory limit of $150 million in out- 
standing business loans will be reached early in February. 

The Honorable Wendell B. Barnes, SBA Administrator, told the 
committee that he estimates that business-loan applications will 
average at least 700 per month through June 30, 1957. At the present 
approval rate, he said, these will result in about 350 loan approvals 
per month, averaging $36,000 per loan for SBA’s share. ‘To meet this 
demand, and reduce the backlog of applications which has accumulated 
in recent months, the Administration requested an merease of $65 
million. ‘This figure was based on need through June 30, 1957. Since 
SBA’s current expiration date is July 31, 1957. Mr. Barnes was asked 
how much additional authority is needed for the month of July. 
He estimated this at $15 million. Accordingly, the repoited bill 
provides for an increase of $80 million in SBA’s business-loan autheri- 
zation. The details of this estimate are shown below: 


Basis for $80 million increase 


Estimated requirements through June 30, 1957: In millions 
700 applications per month resulting in 350 approvals at $36,000 
average (SBA share) =$12.6X6 months____..-_......-_-_._-.-- $75. 6 


Backlog reduction: % of Dec. 31=400 applications, 200 approvals, 
at $36,000 

















La pps of cAFiDsam pac sg carp ona oe es de cle TE el a 7.2 
Total estimated requirements__......-....-.------.----------- 82. 8 
Estimated available commitment authority (through June 30, 1957): 
BGUABOR JIGG. 6 ha Seda os tne ns ented tiene naaaeth $12. 9 
Estimated principal repayments 6 months at ‘$1.5.......-_-- 9. 0 
Estimated cancellations 10 percent_.........-.------------- 8.3 
TOtal Getlnsied BVEUSUNG. q. . cncccacwassaucmn ee neamene 30. 2 
AdGitional' guthority needed. < op... hss dc reese sdk eds 52. 6 
Aaa onal PORN 46 acd hice eins Eat a wc nr ined 12. 4 
Total increase requested (through June 30, 1957).........------- 65. 0 
Additional increase requested for month of July 1957_...-.----.------- 15.0 
SOG. 2 cn daccnscudaies nee eenes eee ead 80. 0 


APPROPRIATIONS TO REVOLVING FUND 


Before SBA can make the additional loans provided for in the bill, 
it will be necessary for the Congress to make appropriations to a 
revolving fund established for that purpose in the Treasury. Accord- 
ingly, the bill increases by $80 million the amount of appropriations 
authorized to the revolving fund. The new total of $455 million 
authorized for this revolving fund includes the $125 million already 
authorized for disaster loans and the $100 million already authorized 


for procurement functions, as well as the expanded authorization of 
$230 million for business loans. 
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CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as 
introduced, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman); 


Smauu Business Act or 1953 
* a * * as * * 


Src. 204. (b) The Administration is authorized to obtain money 
from the Treasury of the United States for use in the performance of 
the powers and duties granted to or imposed upon it by law, not to 
exceed a total of [$375,000,600] $4455,000,000 outstanding at any one 
time. For this purpose appropriations not to exceed [$375,000,000] 
$455,000,000 are hereby authorized to be made to a revolving fund in 
the Treasury. Advances shall be made to the Administration from 
the revolving fund when requested by the Administration. This re- 
volving fund shall be used for the purposes enumerated subsequently 
in section 207 (a), (b) (1), (b) (2), and (b) (3). Not to exceed an 
aggregate of [$150,000,000] $230,000,000 shall be outstanding at any 
one time for the purposes enumerated in section 207 (a). Not to 
exceed an aggregate of $125,000,000 shall be outstanding at any one 
time for the purposes enumerated in section 207 (b) (1). Not to 
exceed an aggregate of $100,000,000 shall be outstanding at any one 
time for the purposes enumerated in section 207 (b) (2) and (b) (3). 
The Administration shall pay into miscellaneous receipts of the Treas- 
ury at the close of each fiscal year, interest on the net amount of the 
cash disbursements from such advances at a rate determined by the 
Secretary of the Treasury, taking into consideration the current aver- 
age rate on outstanding interest-bearing marketable public debt obli- 
gations of the United States of comparable maturities. 

* * * x ok * * 


O 











85TH CONGRESS HOUSE OF REPRESENTATIVES Report 
1st Session No. 4 





AUTHORIZING THE SALE OF THE GOVERNMENT-OWNED 
ALCOHOL-BUTADIENE FACILITY AT LOUISVILLE, KY. 





JANUARY 28, 1957.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Vinson, from the Committee on Armed Services, submitted the 
following 


REPORT 


[To accompany H. R. 2528] 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 2528) to authorize the sale of the Government-owned alcohol 
butadiene facility at Louisville, Ky., known as Plancor 1207, having 
considered the same, report favorably thereon with amendments and 
recommend that the bill as amended do pass. 

The amendments are as follows: 

On page 4, lines 22 and 23, strike out the words “a uniform”, and 
insert in lieu thereof the word ‘an’. 

On page 5, line 21, strike out the words “approving the proposed 
disposal as not tending” and insert in lieu thereof the words ‘“‘advising 
whether the proposed disposal would tend’’. 

The purpose of the proposed legislation is to authorize the Federal 
Facilities Corporation, the successor to the Rubber Producing Facilities 
Disposal Commission, to reoffer for sale the alcohol-butadiene plant 
at Louisville, Ky. The plant is presently under lease to Publicker 
Industries, Inc., for a period expiring April 4, 1958. Sale would be 
authorized subject to the existing lease, and would not limit use of the 
plant to the production of alcohol-butadiene. 

On May 26, 1956, pursuant to Public Law 433 of the 84th Congress, 
the Rubber Producing Facilities Disposal Commission reported to the 
Congress a recommended sale of the plant to Union Carbide & Carbon 
Corp. for a purchase price of $3,125,000, plus approximately $375,000 
for the plant’s inventory of materials and spare parts, or a total of 
$3,500,000. 

This proposed sale was referred to the Attorney General, who was 
unable to approve the sale as best fostering the development of a free 
competitive synthetic rubber industry. Fis disapproval was based 
on his opinion that the recommended sale would provide no reasonable 
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assurance that the facility would be utilized for the production of 
butadiene beyond the period of the existing lease. The Attorney 
General’s disapproval rested on section 17 (4) of the Disposal Act, 
which provided as one of the criteria for sale that the prospective 
purchaser of a rubber-producing facility actually intend to operate the 
plant for the manufacture of synthetic rubber or one of its component 
materials. 

Because of the Attorney General’s disapproval, the Committee on 
Armed Services voted to disapprove the sale, and the House of Repre- 
sentatives upheld this committee on June 19, 1956. 

Thereafter two bills were considered by the House Armed Services 
Committee; the first, H. R. 11813, extending the Commission’s official 
life and permitting a reoffering of the Louisville plant as a general 
chemical plant on terms different, in certain respects, from those 
which applied to the prior sales of synthetic rubber facilities; and the 
second, H. R. 11878, providing simply for an extension of the Com- 
mission’s existence until July 1, 1957. 

At its hearing on June 21, 1956, the committee decided to report 
favorably the extension measure, H. R. 11878, with the Commission 
to take up the question of leasing ‘the plant for a long term prior to the 
convening of the incoming 85th Congress. Any lease recommended 
would be reported to the Congress for review, and otherwise the Com- 
mission would furnish the committee its recommendations with respect 
to further disposal legislation concerning this plant. This bill passed 
the House but no action was taken on H. R. 11778 by the Senate. 
The Commission ceased to exist on September 23, 1956, being suc- 
ceeded by the Federal Facilities Corporation. This Corporation, 
acting under the authority of Public Law 433, 84th Congress, pro- 
ceeded to negotiate for a long-term lease of the facility. 

However, the Federal Facilities Cor poration advised the committee 
on December 12, 1956, that it had rejected the lease bids of Publicker 
Indusiries, Inc., Philadelphia, Pa., and of Union Carbide & Carbon 
Corp., New York, N. Y., the only two bidders, concluding that the 
interests of the Government, including the financial return which 
could be realized, would be better served by a prompt sale of the 
plant under new ‘legislation rather than through a long-term lease. 
On January 8, 1957, the Corporation filed a statement w ith the com- 
mittee giving the history of the lease negotiations and explaining the 
reasoning behind its adverse decision on “long-term leasing. 

The Corporation’s report stated that the final offer from Publicker, 
one of the two companies to enter into negotiations for the lease of 
the Louisville plant, only amounted to a cuaranteed rental of $2,000 
a month with the Government continuing to pay the maintenance 
and taxes on the unused portions of the facility. 

The annual maintenance costs to the Government for the Louisville 
facility amount to approximately $342,000 per annum. In view of 
the fact that the one line that was in operation at the Louisville 
facility has now been shut down by the present lessor, it is obvious 
that the Government might well expect to continue to pay either all 
or a large portion of this maintenance cost should the lease have been 
extended under the terms offered by Publicker. 

The net result to the Government would have been an annual 
recurring loss unless Publicker resumed operations on a large scale 
to such an extent that the throughput operation (netting the Govern- 
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ment $6 per ton) would have resulted in additional recovery for the 
Government. In this connection, it is also reported by the Corpora- 
tion that since Publicker entered into the lease for the Louisville 
facility, on April 4, 1955, the Government has received a total rental 
of $137,000, as contrasted with a total cost to the Government for 
maintenance of $337,000 as of September 30, 1956. A continuation 
of this type of an arrangement, or any modification thereof, obviously 
is not to the benefit of the taxpayers. 

Carbide’s bid tor the lease was in general a better offer for the 
Government with a guaranteed rental of $150,000 and with Carbide 
paying for ail maintenance and taxes. However, even this offer, 
which for practical purposes substantially exceeded that of Publicker, 
based on Publicker’s prior history as a lessee, still amounted to only 
an interest rate return on what the Corporation considered to be the 
minimum value of the facility. In any event, acceptance of a lease 
with either bidder would not, in the Corporation’s opinion, have been 
to the advantage of the Government. 

The Corporation also stated, in addition to the inadequate financial 
return from a long-term lease as contrasted to a prompt sale, that the 
Office of Defense Mobilization on December 10, 1956, had reaffirmed 
the position taken by it on June 21, 1956, before this committee, that 
retention of the Louisville plant was not essential to national mobili- 
zation requirements in butadiene. 

A witness from the Office of Defense Mobilization, who appeared 
before the committee in connection with the proposed legislation, 
again stated that in the opinion of the Office of Defense Mobilization 
there is no need to retain the Louisville plant for mobilization require- 
ments in butadiene. 

Moreover, the alcohol butadiene plant at Kobuta, Pa., sold to 
Koppers Co., Inc., in 1955, has never operated and is available under 
the contract of sale until 1965 for emergency production of alcohol 
butadiene for national defense purposes in the amount of 80,000 short 
tons annually. 

Furthermore, reports to the Corporation show that national 
petroleum butadiene capacity rated at 661,000 short tons at the end 
of 1955, would be increased by an additional 416,600 short tons during 
1957 and early 1958. This total of 1,037,000 short tons exceeds 1959 
estimated annual requirements of butadiene for synthetic rubber and 
all other purposes by 146,164 short tons. 

In this connection, the Committee on Armed Services has been 
advised that expansions and construction of new plants, using butane 
as a starting feedstock for the production of butadiene, have been 
undertaken by the following companies: 

Petro-Tex Chemical C orp., Houston, Tex. 
Phillips Chemical Co., Borger, Tex. 

Firestone Tire & Rubber Co., Orange, Tex. 
Odessa Butadiene Co., Odessa, Tex. 

Texas Butadiene & Chemical Co., Houston, Tex. 

The Administrator of the Federal Facilities Corporation stated that 
any possibility of an assured economically successful operation of the 
plant in the future as an alcohol butadiene facility is far too unlikely 
to warrant serious consideration, in the light of the petroleum buta- 
diene supply picture and the recent operating history of the plant, 
and further stated that under existing law, the plant could not be 











4 SALE OF ALCOHOL-BUTADIENE FACILITY AT LOUISVILLE 


reoffered for sale until after April 1958, when it would be expected to 
be turned over to the General Services Administration for disposal 
under that Agency’s established procedures. 

A prompt sale, under new legislation which would not restrict the 
use of the plant to the manufacture of alcohol butadiene and con- 
taining an appropriate national security clause, was recommended as 
the best method of disposal. 

It is the opinion of the Committee on Armed Services that the plant 
should be sold, and that this should be done now. The committee is 
convinced that it is unrealistic to expect continuous commercial 
operation of this facility for the production of alcohol butadiene, 
which inevitably must compete with butadiene produced from 
petroleum. 

Because the basic raw material for petroleum butadiene is cheaper 
per pound of product than alcohol, petroleum butadiene can be pro- 
duced and sold at a price appreciably below that which alcohol buta- 
diene must command in order to yield a profit. Thus, alcohol buta- 
diene is not price-competitive with petroleum butadiene. Alcohol 
butadiene labors not only under the competitive disadvantage of an 
important price differential, it also faces great expansion from its 
petroleum-based competitor, as the Corporation’s statement of Janu- 
ary 8, 1957, shows. 

Therefore, with the economics of the industry in mind, the com- 
mittee is of the opinion that any requirement that a buyer intends to 
operate the plant for the production of alcohol butadiene is not real- 
istic and should not apply to any sale of this plant. In June 1956 
witnesses representing the Rubber Disposal Commission testified be- 
fore this committee that such a requirement should not apply and 
said that, in their opinion, removal of this requirement would make 
the plant more attractive to a purchaser, and should logically bring 
the Government a higher price. This statement was reiterated before 
the committee on January 24, 1957. Thus, the proposed legislation 
specifically provides that in any sale the use of the plant shall not be 
limited to the production of alcohol butadiene, but must nevertheless 
be capable of producing a chemical product of importance to our 
national security. All previous rubber facility disposals have been 
made subject to a 10-year national security clause requiring the pur- 
chaser to maintain the plant in readiness to produce synthetic rubber 
or a component material, depending on the purpose for which the plant 
was designed. A 10-year national security clause is also proposed for 
this sale. However, the scope of the clause has been broadened. 

In years past, because of the economic disadvantages of alcohol 
butadiene production, the primary value of the two alcohol butadiene 
plants which the Government owned has been in national security 
terms. In times of crisis, butylenes, the petroleum feedstock for 
petroleum-based butadiene, have been required for the production 
of high octane aviation gasoline. Some butylenes heretofore have, in 
such situations, been funneled off from the rubber program and re- 
directed into the aviation gasoline program. To take up the slack in 
the rubber program, production of butadiene from alcohol was then 
begun. 

The national security importance of alcohol butadiene from the 
Louisville plant must be reassessed in the light of conditions today. 
In the first place, the Nation is enjoying the great expansion of 
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petroleum butadiene capacity already referred to. Much of this new 
capacity will utilize butane as raw material; butane is a natural gas 
which is in plentiful supply. Thus the production base for petroleum 
butadiene is being broadened. With the increased use of butane as a 
feedstock, the petroleum butadiene industry will become more flexible 
and better able to withstand a possible future siphoning off of buty- 
lenes. As the jet age progresses, more and more military aircraft 
are being powered by jet fuel which does not require butylenes. 

However, under the proposed legislation the Government will by no 
means abdicate its national security position in alcohol butadiene. 
The Government’s other alcohol butadiene plant, at Kobuta, Pa., 
was sold in 1955 to Koppers Co., Inc., with a 10-year national security 
clause that ties it to the production of alcohol butadiene. Lighty 
thousand short tons of alcohol butadiene must be available from this 
plant upon 180 days’ notice. 

For these various reasons, the Committee on Armed Services is 
satisfied that, while the Louisville plant should definitely be sold with 
a national security clause, it is neither necessary nor economically 
realistic to tie the plant to the production of alcohol butadiene. 
Recognizing this fact, and aware that the Louisville plant is considered 
susceptible of conversion to the manufacture of other products, the 
proposed legislation provides for a national security clause that will 
require the plant to be promptly available for a period of 10 years for 
the production of a chemical important to the national security. 

It is the belief of the Committee on Armed Services that such a 
broadened national security clause would increase bidding interest in 
the plant, and make a higher sales price more attainable. The national 
security clause will be an effective bar to any cannibalization of the 
plant. It must be maintained as part of our broad industrial securit 
base but, since the importance of alcohol butadiene has diminished, 
it is sound policy to permit the plant to be converted and maintained 
for the production of one or more other chemicals important to the 
national security. 

The proposed legislation, therefore, requires a national security 
clause covering (1) any one or more chemicals for which expansion 
goals were established under the Defense Production Act of 1950, 
as amended, during the calendar years 1951 to 1955, inclusive, or 
(2) a chemical or chemicals for the production of which a material has 
been determined to be strategic and critical under the Strategic and 
Critical Materials Stockpiling Act of 1947, or (3) any other chemical 
or chemicals, not presently included under either category (1) or (2) 
above, which the President may approve as important to the national 
defense, either upon request from the Corporation prior to its entry 
into a contract of sale, or upon the request of the plant purchaser dur- 
ing the term of the national security clause. 

Thus, the proposed legislation authorizes the Federal Facilities 
Corporation to sell the Louisville plant in basically the same fashion 
as the Rubber Producing Facilities Disposal Commission earlier sold 
synthetic-rubber facilities under the original Disposal Act of 1953 and 
amendments thereto. Disposal is to be made subject to the existing 
lease, thus safeguarding the position of the present lessee. ‘The 
proposed legislation authorizes the receipt of proposals, and subsequent 
negotiations on the basis of the proposals received, leading to a contract 
of sale. Any proposed contract of sale must be submitted to the 
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Congress for review, and is subject to disapproval by either House. 
The Attorney General must furnish advice on the sale in accordance 
with the standard set forth in the bill. 

During the hearing on the proposed legislation, information from 
the Office of the Deputy Attorney General, Department of Justice, 
was received advising the committee that the Department of Justice 
had no objection to the enactment of the proposed legislation provided 
the language contained in section 5 was changed with regard to the 
approval required from the Attorney General before the proposed sale 
could be submitted to the Congress. In this regard, the Deputy 
Attorney General stated in a letter to the committee as follows: 


Section 5 of the bill requiring the corporation’s report to 
include a statement from the Attorney General “‘approving”’ 
the proposed disposal appears, however, to be a departure 
from the earlier practice of the Congress with respect to 
Federal property disposals. In the course of the development 
of the synthetic rubber disposal program and more recently 
in connection with the proposed sale of Plancor 1207 under 
Public Law 433, the question was raised as to whether the 
findings of the Attorney General approving each disposal is 
a condition precedent to the disposal agency submitting a 
report to the Congress. This question was never definitively 
resolved. In these circumstances it is the view of this 
department that the committee should clearly indicate 
whether the “approval” of the Attorney General is merely 
one of an advisory nature or whether it constitutes a condition 
precedent to the submission of a disposal report by the 
corpor ation. 

It is our view that the final authority with respect to 
whether a particular Government property shall be disposed 
of should rest with the appropriate disposal agency or with 
the Congress rather than with the Attorney General. It is 
our further view that the advice of the Attorney General with 
respect to proposed dispositions should be confined to 
matters within his primary expertise—considerations of an 
antitrust nature. This advice should then be weighed by 
the disposal agency against all other factors of public policy, 
including national security, required to be considered by the 
disposal agency in making its determination. 

Otherwise, were “approval” of the Attorney General a con- 
dition precedent to the submission of a disposal report by the 
Corporation, such requirement would, first, establish the anti- 
trust criterion as controlling. There may be cases, of course, 
where defense or fiscal factors could outweigh antitrust con- 
siderations. Making “approval” by the Attorney General 
controlling and a condition precedent to submission would 
bar Congress for making the final determination as to dis- 
posal if it should so desire. 

Subject to the above comments, this Department has no 
objection to the enactment of H. R. 2528 in its present form. 


Acting on the advice of the Department of Justice, the Committee 
on Armed Services amended the proposed legislation so as to require 
the Attorney General to submit advice to the Corporation as to 
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whether the sale would tend to create or maintain a situation incon- 
sistent with the antitrust laws. This advice will be submitted by the 
Corporation as part of its report on any proposed sale. 

The committee received testimony on the proposed legislation from 
the Federal Facilities Corporation, and the Office of Defense Mobiliza- 
tion, as previously stated. 

It is the unanimous opinion of the Committee on Armed Services 
that the proposed legislation, as amended, should be enacted in the 
best interests of the Government and in the best interests of national 
defense. Prompt action will enhance the price to be received and 
undoubtedly will stimulate greater interest from among potential 
bidders. 

SECTIONAL ANALYSIS 


Section 2 authorizes and directs the prompt sale of the plant by 
Federal Facilities Corporation, subject to the existing lease which 
expires April 4, 1958... The sale shall not restrict the use of the plant to 
the manufacture of alcohol butadiene. 

Section 3 lists the powers conferred upon the Corporation, and sec- 
tion 4 spells out the details governing proposals, negotiations and 
financing. The pattern of the earlier disposal legislation has been 
generally followed in these respects, with the Corporation being given 
flexibility to determine when to begin advertising for bids. The period 
for the receipt of proposals must be at least 30 days after the first day 
proposals may be received. The negotiating period, to be determined 
and announced publicly by the Corporation, also must be not less than 
30 days. Payment may be made in part by a first lien purchase 
money mortgage in amounts not to exceed 75 percent of the purchase 
price, maturing in not more than 10 years and bearing interest at not 
less than 4 percent per annum. (The mortgages taken in connection 
with the prior sales of the rubber plants carried a 4 percent interest 
rate.) 

Section 5 requires the Corporation, within 40 days after the termina- 
tion of the actual negotiating period, to submit to the Congress a 
report setting forth its recommended sale and detailing the procedures 
and actions which culminated in the signing of a contract. A period 
of 40 days is necessary before submission in order to give the Attorney 
General 30 days to study the sale. The report shall also contain the 
advice of the Attorney General on antitrust grounds. After the 
recommended sale is submitted to the Congress, the Congress has a 
30-day period during which either House may disapprove it. Should 
neither House disapproves, the sale will become fully effective and 
the Corporation will proceed to transfer title to the plant. 

Section 6 requires the Corporation to submit its recommended sale 
to the Attorney General and contains the standard against which the 
Attorney General shall measure any recommended sale. He shall 
determine whether the proposed sale would tend to create or maintain 
a situation inconsistent with the antitrust laws. This is the standard 
which the Assistant Attorney General for Antitrust in June 1956 
recommended to the Committee on Armed Services as proper for 
use in new sales legislation for this plant then being considered by the 
committee. The standard applied by the Attorney General in prior 
rubber facilities disposals, namely, whether the sale would ‘“‘best foster 
the development of a free competitive synthetic rubber industry,” 
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would not be applicable to this sale, since under the proposed legisla- 
tion the plant may be sold for the production of products unrelated 
to the rubber industry. 

The Attorney General is given 30 days after the termination of 
negotiations within which to consider the recommended sale and sub- 
mit his advice to the Corporation. Section 6 also provides that the 
Corporation shall consult with the Attorney General, and is designed 
to enable the Corporation to obtain the benefit of the Attorney 
General’s views on the acceptability or nonacceptability of various 
possible sales throughout the course of disposal proceedings. This 
continuous consultation should facilitate the fashioning of a sale that 
will be acceptable to both interested Government agencies as well as 
to the Congress. The Corporation is also required by section 6 to 
supply the Attorney General with such information as he may need. 

Section 7 makes the sale subject to the national security clause 
previously discussed in detail. The section also provides that the 
facility shall be sold with a 10-year national security clause which will 
assure the prompt availability of the plant, or facilities of equivalent 
capacity, for the production of one or more chemical products impor- 
tant to the national security. Chemical products to be acceptable for 
this purpose must be chosen from those contained in the categories 

reviously discussed, or be specifically approved by the President. 
ether the security clause will cover one chemical or more than one 
chemical, and which specific chemicals, will, of course, be the choice 
of the purchaser, so long as the chemicals chosen meet the test of this 
section. 

The following is a list of chemicals for which expansion goals have 
been established under the Defense Products Act: 

Acetic acid 

Acetone 

Adipic acid 

Adiponitrile 

Aniline 

Anthraquinone vat dyes (single strength basis) 

Argon 

Benzene hexachloride (lindane) 99 percent or more gamma 
isomer content 

Butadiene 

Benzene hexachloride (technical grade) 

Calcium carbide 

Carbon, activated (water purification and decolorizing grade) 

Carbon black 

Carbon tetraahloride 

Chlorine 

Cyclohexane 

DDT 

Ethyl chloride 

Ethylene glycol 

Ethylene oxide 

Ethylene dibromide 

Hexamethylenediamine 

Industrial ethyl alcohol 

Iron oxide, yellow (synthetic) 

Ketone, methy] ethyl 
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Ketone, methyl isobutyl 
Maleic anhydride 

Methyl chloride 
Methylene chloride 
Naphthalene 

Octyl alcohols 

Oxygen, high-purity 
Perchlorethylene 

Phenol 

Phosphatic fertilizers 
Phosphatic feed supplements 
Phthalic anhydride 
Plastics materials 

Potash 

Quinoline 

Resorcinal 

Rubber and rubber products 
Sebacic acid 

Soda ash 

Sodium cyanice 

Styrene, monomer (including methyl styrenes) 
Sulfur 

Synthetic fibers, noncellulose 
Tetraethyl lead 

Titanium dioxide pigment 
Trichlorethylene 
Vulcanized fiber 

Benzene 

Formaldehyde 

Glycerine 
Hexamethylenetetramine 
Hydrofluoric acid 
Hydrogen peroxide 
Lithium compound 
Methanol synthetic 
Nitrogen 

Penicillin 

Pentaerythritol 
Phosphorus, elemental 
Sodium bichromate 
Sodium chlorate 

Sulfuric acid 

Toluene 

Section 8 again follows the earlier disposal legislation in providing 
for the payment of expenses from proceeds realized from the sale of 
the synthetic-rubber facilities, with the final net proceeds of the sale 
of the Louisville plant to be covered into the Treasury as miscellaneous 
receipts. 

Section 9 retains for the Corporation in this sale the powers vested 
in the Disposal Commission in the 26, earlier sales with respect to 
employees and consultants, and expressly makes applicable to the 
sale of the Louisville plant the 2-year prohibition against employment 
by the purchaser of persons who represented the Corporation in 
activities involving discretion with respect to the negotiations or 
sales contract. 
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Section 10 repeals Public Law 433, 84th Congress, with the excep- 
tion of section 6 thereof, which relates to certain catalyst equipment 
located at Baltimore, Md., for which an offer to purchase is pending 


before the Corporation. 


Section 11 provides that the President may designate a successor to 
the Corporation, and that such successor will have all the authority 
conferred by the bill on the Corporation. 

In the event the Corporation should cease operations at the end of 
the 1957 fiscal year section 11 affords the necessary flexibility for an 
expeditious and orderly reassignment of any remaining duties in 


connection with this sale. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, there is herewith printed in parallel columns the 
text of the provisions of existing law which would be amended or re- 


pealed by this legislation: 


Existing law 
(Public Law 433, 84th Cong.) 


Sec. 27. (a) Notwithstanding 
the second sentence of section 7 
(a), the period for receipt of pro- 
posals for the purchase of the Gov- 
ernment-owned rubber-producing 
facility at Louisville, Kentucky, 
known as Plancor Numbered 1207 
and hereinafter referred to as the 
‘Louisville plant’, shall not expire 
until the end of the thirty-day per- 
iod which begins on the date of the 
enactment of this section. 

(b) If one or more proposals are 
received for the purchase of the 
Louisville plant within the time 
period specified in subsection (a), 
the Commission, notwithstanding 
the expiration of the period for 
negotiation specified in section 7 
(f), shali negotiate with those sub- 
mitting the proposals for a period 
of not to exceed thirty days for the 
purpose of entering into a contract 
of sale. 

(c) Within ten days after the 
termination of the actual negotia- 
tion period referred to in subsec- 
tion (b), or, if Congress is not then 
in session, within ten days after 
Congress next convenes, the Com- 
mission shall prepare and submit 


The bill 
(H. R. 2528, 85th Cong.) 


Sec. 10. Public Law 433, 
Eighty-fourth Congress, with the 
a of section 6 (a), (b), and 
(c) thereof, is hereby repealed; and 
Federal Facilities orporation 
shall be substituted for the Rub- 
ber Producing Facilities Disposal 
Commission therein. 


ee ee ae OU Ce eee 
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. Existing law The bill 
= to the Congress a report contain- 
ing, with respect to the disposal 
> under this section of the Louisville 
F plant, the information described 
in paragraphs 1, 2, 3, 4, and 8 of 
f section 9 (a). Unless the con- 
tract is disapproved by either 
House of the Congress by a reso- 


lution prior to the expiration of 
thirty days of continuous session 
(as defined in section 9 (c) (of the 
Congress following the date upon 
which the report is submitted to 
it, upon the expiration of such 
thirty-day period the contract 
shall become fully effective and 
the Commission shall proceed to 
carry it out, and transfer of pos- 
session of the facility sold shall be 
made as soon as practicable but in 
any event within thirty days after 
the expiration or termination of 
the existing lease on the Louisville 
plant. The failure to complete 
transfer of possession within thirty 
days after expiration or termina- 
tion of the existing lease shall not 
give rise to or be the basis of re- 
scission of the contract of sale. 
Sec. 2. Notwithstanding the 
rovisions of section 3 (d) of the 
Rubber Producing Facilities Dis- 
osal Act of 1953, the Rubber 
Producing Facilities Disposal 
Commission (hereinafter referred 
to as the ‘“Commission’’), before 
submission to the Congress of its 
report relative to the Louisville 
plant, shall submit it to the 
Attorney General, who shall, 
within seven days after receiving 
the report, advise the Commission 
whether, in his opinion, the pro- 
posed disposition, if carried out, 
will violate the antitrust laws. 
Sec. 3. Notwithstanding the 
ening of section 4 of Public 
aw 336, Eighty-fourth Congress, 
approved August 9, 1955, of sec- 
tion 4 of Public Law 19, Eighty- 
fourth Congress, approved March 
31, 1955, and section 20 of the 
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Existing law 


Rubber Producing Facilities Dis- 
posal Act of 1953, the Commission 
established by the last-mentioned 
Act shall cease to exist at the close 
of the ninetieth day following the 
termination of the review period 
provided for in section 27 (c) of 
that Act, unless no sale of the 
Louisville plant is recommended 
by the Commission pursuant to 
section 27 (c) of tha Act, in which 
event the Commission shall cease 
to exist at the close of the ninetieth 
day following the termination of 
the maximum period allowed for 
negotiation in section 27 (b). 

Sec. 4. (a) Notwithstanding the 
provisions of section 9 (d) and 
notwithstanding the period of 
lease limitation in section 9 (f) of 
the Rubber Producing Facilities 
Disposal Act of 1953, the Commis- 
sion or its successor may, pro- 
vided the period for receipt of pro- 
posals for the purchase of the 
Louisville plant has expired as pro- 
vided in section 27 (a) of that Act 
and no proposal or contract for 
the purchase of the Louisville 
plant is then pending or in effect, 
extend the existing lease or enter 
into a new lease on the Louisville 
plant for a term of not less than 
five years not more than fifteen 
years from the date of termination 
of said existing lease. 

(b) Notwithstanding the provi- 
visions of sections 8 (a) (3) and 9 
(f) of the Rubber Producing 
Facilities Disposal Act of 1953 re- 
lating to the period for review by 
the Attorney Genera], the Com- 
mission, before submission to the 
Congress of a lease or lease exten- 
sion relative to the Louisville 
plant, shall submit it to the 
Attorney General, who shall, with- 
in seven days after receiving the 
lease or lease extension, advise the 
Comunission whether the proposed 
lease or lease extension would tend 


The bili 
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Existing law The bill 


to create or maintain a situation 
inconsistent with the antitrust 
laws. 

(c) Within ten days after the 
termination of the lease negotia- 
tions authorized in subsection (a) 
of this section, or, if Congress is 
not then in session, within ten 
days after Congress next convenes, 
the Commission shall report to the 
Congress the lease or lease exten- 
sion negotiated pursuant to this 
section. The Commission shall 
submit at the same time the state- 
ment of the Attorney General 
approving the proposed lease or 
lease extension in accordance with 
the standard set forth in subsec- 
tion (b) of this section, and the 
names of the persons who have 
represented the Government or 
lessee in conducting negotiations 
for the lease or lease extension on 
the Louisville plant. Unless the 
lease or lease extension is disap- 
proved by either House of the 
Congress by resolution prior to 
the expiration of thirty days of 
continuous session (as defined in 
section 9 (c) of the Rubber Prod- 
ucing Facilities Disposal Act of 
1953) of the Congress following the 
date upon which the lease or lease 
extension is submitted to it, upon 
the expiration of such thirty-day 
period the lease or Jease extension 
shall become fully effective and 
the Commission shall proceed to 
carry it out in accordance with 
its terms. 

Sec. 5. Except as otherwise pro- 
vided in this Act, the disposal or 
lease of the Louisville plant shall 
be fully subject to all the provi- 
sions of the Rubber Producing 
Facilities Disposal Act of 1953 
and such criteria as have been 
established by the Commission in 
handling disposal of other Gov- 
ernment-owned rubber producing 
facilities under that Act: Provided, 
That the provisions of sections 7 
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Existing law 


(j), 7 (k), 10, 15 and 24 of that 
Act shall not apply to the disposal 
or lease of the Louisville plant. 

ant, *:* ° 

* * * * we « ~ 

(d) All the powers and author- 
ity conferred by this section upon 
the Commission may, ater the 
termination of the existence of the 
Commission, be exercised by such 
agency of the Government as 
the President may designate for 
the purpose, and for this purpose 
such successor agency may exer- 
cise all the authority conferred in 
the Rubber Producing Facilities 
Disposal Act of 1953 upon the 
Commission. 


O 


The bill 








85TH CONGRESS HOUSE OF REPRESENTATIVES Report 
1st Session No. 5 


ene 





PROVIDING FOR APPOINTMENT OF MEMBERS TO THE 
COMMITTEE ON DISPOSITION OF EXECUTIVE PAPERS 


JANUARY 28, 1957.—Ordered to be printed 


Mr. Burteson, from the Committee on House Administration, 
submitted the following 


REPORT 
[To accompany H. Res. 121] 
The Committee on House Administration, to which was referred 


House Resolution 121, having considered the same, report favorably 
thereon without amendment and recommend that the resolution do 
pass. 


O 








85TH CoNnGRESS } HOUSE OF REPRESENTATIVES { Report 
1st Session No. 6 


EEE 


ELECTING VARIOUS MEMBERS TO JOINT COMMITTEES 
OF CONGRESS 


January 28, 1957.—Ordered to be printed 


Mr. Burueson, from the Committee on House Administration, 
submitted the following 


REPORT 
(To accompany H. Res. 122] 


The Committee on House Administration, to whom was referred 
House Resolution 122, having considered the same, report favorably 
thereon without amendment and recommend that the resolution do 
pass. 

O 
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85TH CoNGRESS HOUSE OF REPRESENTATIVES { Report 
1st Session No. 7 





AUTHORIZING THE COMMITTEE ON FOREIGN AFFAIRS 
TO EMPLOY TWO ADDITIONAL EMPLOYEES 


JANUARY 28, 1957.—Ordered to be printed 


Mr. Burusson, from the Committee on House Administration, 
submitted the following 


REPORT 


[To accompany H. Res. 28] 


The Committee on House Administration, to whom was referred 
House Resolution 28, having considered the same, report favorably 


thereon with an amendment and recommend that the resolution, as 
amended, do pass. 


The amendment is as follows: 


Line 1, following the word “That” insert “effective January 4, 
1957,”. 
O 














85TH CONGRESS } HOUSE OF REPRESENTATIVES \ Report 
1st Session No. 8 





AUTHORIZING THE EXPENDITURE OF CERTAIN FUNDS 
FOR THE EXPENSES OF THE COMMITTEE ON UN- 
AMERICAN ACTIVITIES 


JANUARY 28, 1957.—Ordered to be printed 


Mr. Burueson, from the Committee on House Administration, 
submitted the following 


REPORT 


[To accompany H. Res. 117] 


The Committee on House Administration, to whom was referred 
House Resolution 117, having considered the same, report favorably 
thereon with an amendment and recommend that the resolution as 
amended do pass. 

The amendment is as follows: 

Line 1, strike out “January 3, 1957” and insert “January 4, 1957”’. 

In examining the request of the Committee on Un-American 
Activities for funds to conduct studies and investigations, the Com- 
mittee on House Administration has taken into consideration the large 
number of requests for reports on individuals and organizations 
continually received from Members of Congress and Government 
departments for public dissemination, which consumes a large share 
of the time of the committee’s clerical staff. The Committee on 
House Administration is aware that the personnel currently employed 
by the Committee on Un-American Activities is inadequate to bring 
the constantly expanding files of the committee up to date without 
additional assistance. 

Therefore, inasmuch as the Committee on Un-American Activities 
is requesting $30,000 more than was authorized in the last session of 
Congress for the purpose of employing filing experts to bring the 
committee’s files up to date, the Committee on House Administration 
recommends approval of the amount requested ($305,000), with the 
understanding that of this amount $30,000 shall be earmarked for the 
specific purpose outlined above, 
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2 FUNDS FOR COMMITTEE ON UN-AMERICAN ACTIVITIES 


The budget submitted by the Committee on Un-American Activities 
is as follows: 


Eptamabed: palates for Cleve xs 6 wb Sick con ecncnaddsdddecsscd $200, 000 
Travel, committee members, staff, and witnesses__............-..-_- 35, 000 
Per diem, committee members, staff, and witnesses__........_..____. 20, 000 
Hotel, subsistence for committee members and staff_....____.________ 23, 000 
PARR NIN IPG i esis sass pen eredcveee ei biz thea icicle a a ak 3, 000 
POMOF ONS 1.2 5p Sebo oe de Lb seER SSSI sEEU SST - coe SL CO seie 15; 000 
I eek we eee ee ee 9, 000 

TOCA. kk wtcciicnandacsecesuscnnmecAhieesseeucasteeaene 305, 000 
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1st Session No. 9 





CONSIDERATION OF HOUSE JOINT RESOLUTION 117 


JANUARY 28, 1957.—Referred to the House Calendar and ordered to be printed 


Mr. Comer, from the Committee on Rules, submitted the following 


REPORT 


[To accompany H. Res. 123] 


The Committee on Rules, having had under consideration House 
Resolution 123, reports the same to the House with the recommenda- 
tion that the resolution do pass. 


0 
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PROVIDING FOR THE EXPENSES OF CONDUCTING STUDIES AND 
INVESTIGATIONS AUTHORIZED BY RULE XI (8) INCURRED BY 
THE COMMITTEE ON GOVERNMENT OPERATIONS 


January 30, 1957.—Ordered to be printed 





Mr. Friepet, from the Committee on House Administration, sub- 
mitted the following 


REPORT 


[To accompany H. Res. 24] 


The Committee on House Administration, to whom was referred 
House Resolution 24, having considered the same, report favorably 
thereon with an amendment and recommend that the resolution as 
amended do pass. The amendment is as follows: 

Line 5, strike out “$627,000” and insert $575,000”. 

After making a detailed examination of the proposed budget 
submitted by the Committee on Government Operations, which is 
$127,000 more than the amount authorized in the 2d session of the 
84th Congress, the Committee on House Administration recommends 
that the funds authorized by House Resolution 24 be limited to 
$575,000. 

This action of the committee in no way reflects any lack of apprecia- 
tion of the valuable contribution of the Committee on Government 
Operations to increased economy and efficiency in the executive 
branch of the Government, but it is the committee’s opinion that 
$575,000 should be adequate to administer the proposed activities of 
the Committee on Government Operations during the Ist session of 
the 85th Congress. 

The budget submitted by the Committee on Government Operations 
is as follows: 
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2 PROVIDING FOR EXPENSES OF STUDIES AND INVESTIGATIONS 


Pelbonmmittee,. 2 £66 aeRO Re -epereee 
Staff, professional and clerical 
Services and supplies 
Travel 


Executive and Legislative Reorganization Subcommittee. ........---- 
EE DPOEONER GRE COPIES io és ink tik wctiengonnucenadae 
Servinrs: wu-suppliesous ss sa4 2. con~ Seta vesdas ee cs cep ech eee st eu 
Travel 


— oe eee ee ee ee we mew ee eee ee eK ee ee eee ee eee eee eee 


Military Operations Subcommittee__........---.-.---- eee eee 
Staff, professional and clerical 
Services and supplies 
Travel 


Intergovernmental Relations Subcommittee_......-..........------ 
Staff, professional and clerical 
Services and supplies 
Travel 


Public Works and Resources Subcommittee. ..............--.--.--- 
staf, neofessional and clerieel.ct cy 6x0 Ss 68 on cccccnccuncance 
er veees Oil RONNOE 3. on ea cle ae ka cawecndnbagand eee 
Travel 


International Operations Subcommittee. _...........-...-.--------- 
Staff, professional and clerical 
Sérviees Und jsuppliesis. oul. 2525 l2oo. steed. bo. aise 
Travel 


Special Government Activities Subcommittee__...............----.- 


Un OR OOORNE GEG DONOR. oi onc cccsidoukiccdumiandeaccawesl 
RINT OI NO i a 
Travel 


Special Subcommittee on Donable Property..............-....-..-.- 
Staff, professional and clerical 
Services and supplies 
Travel 


Special Subcommittee on Government Information. ................- 
Staff, professional and clerical 
Services and supplies 
Travel 


Special Subcommittee on Water Resources and Power_............--- 
Staff, professional and clerical 
Services and supplies 
Travel 


55, 000 
4, 500 





51, 000 
3, 000 
6, 000 





75, 000 
65, 000 
3, 500 
6, 500 


| 


60, 000 


51, 000 
3, 000 


50, 000 
1, 000 
4, 000 

35, 000 

28, 500 
2, 000 
4, 500 


55, 000 





47, 500 
2, 450 
5, 050 


17, 000 


12, 500 
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CREATING A SELECT COMMITTEE TO CONDUCT A STUDY 
AND INVESTIGATION OF THE PROBLEMS OF SMALL 
BUSINESS 


January 30, 1957.—Referred to the House Calendar and ordered to be printed 


Mr. Tuornsperry, from the Committee on Rules, submitted the 
following 


REPORT 


[To accompany H. Res. 56] 


The Committee on Rules, having had under consideration House 
Resolution 56, report the same to the House with the recommendation 
that the resolution do pass, with the following amendments: 

Page 1, line 1, strike out 3” and insert ‘4’. 

Page 1, line 2, strike out “‘twelve” and insert “thirteen’’. 

Page 1, line 4, strike out “‘five” and insert ‘“‘six’’. 

Page 1, line 9, strike out ‘‘and directed”’. 

Page 2, line 24, following the word “places” insert “within the 
United States’’. 

Page 2, line 25, strike out “‘is sitting,’’. 


O 
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CONDUCTING AN INSPECTION OF THE VETERANS’ 
ADMINISTRATION 


January 30, 1957.—Referred to the House Calendar and ordered to be printed 


Mr. Smiru of Virginia, from the Committee on Rules, submitted the 
following 


REPORT 


[To accompany H. Res. 64] 


The Committee on Rules, having had under consideration House 
Resolution 64, report the same to the House with the recommenda- 
tion that the resolution do pass, with the following amendments: 

Page 1, line 1, following the word “That” insert “, effective from 
January 4, 1957,” 

Page 1, line 2, strike out “and”. 

Page 1, line 3, strike out “‘directed”’. 

Page 3, line 4, strike out “‘is in session,’’. 


O 
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AUTHORIZING AND DIRECTING THE COMMITTEE ON ARMED 
SERVICES TO CONDUCT A FULL AND COMPLETE INVESTIGATION 
AND STUDY OF ALL MATTERS RELATING TO PROCUREMENT 
BY THE DEPARTMENT OF DEFENSE, PERSONNEL OF SUCH DE- 
PARTMENT, LAWS ADMINISTERED BY SUCH DEPARTMENT, 
USE OF FUNDS BY SUCH DEPARTMENT, AND SCIENTIFIC RE- 
SEARCH IN SUPPORT OF THE ARMED SERVICES 


JANUARY 30, 1957.—Referred to the House Calendar and ordered to be printed 


Mr. Mappen, from the Committee on Rules, submitted the following 


REPORT 


[To accompany H. Res. 67] 


The Committee on Rules, having had under consideration House 
Resolution 67, reports the same to the House with the recommendation 
that the Resolution do pass, with the following amendments: 

Page 1, line 1, change the figure “3” to ‘‘4”’. 

Page 1, line 3, strike out ‘‘and directed’’. 

Page 1, line 8, after the word “Defense’’, change the comma to a 
semicolon, and‘strike the balance of line 8, and all of lines 9 through 11. 

Page 2, line 1, after the word ‘Defense’, change the comma to 
a semicolon. 

Page 2, line 2, strike all of lines 2 through 4. 


Page 2, line 6, after the word “Defense”, change the comma to 
a semicolon. 


Page 2, line 7, strike all of lines 7 through 9. 


Page 2, line 11, after the word ‘Defense’, change the comma to 
a semicolon. 


Page 2, line 12, strike all of lines 12 through the word ‘“Aero- 
nauties;”’ on line 14. 


Page 2, line 16, change the period to a colon, and insert the following: 


Provided, That the committee shall not undertake any 
investigation of any subject matter which is being investi- 
gated by any other standing committee of the House. 
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2 INVESTIGATION AND STUDY OF PROCUREMENT MATTERS 





Page 2, line 24, strike out “or’’. 
Page 2, line 25, strike out the words “outside” and “‘is in session,’’, 
Amend the title so as to read: 


Resolution authorizing the Committee on Armed Services 
to conduct a full and complete investigation and study of all 
matters relating to procurement by the Department of 
Defense, personnel of such Department, laws administered 
by such Department, use of funds by such Department, and 
scientific research in support of the armed services. 


O 
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85TH CoNnGREsS HOUSE OF REPRESENTATIVES { Report 
1st Session No. 15 





AUTHORIZING THE COMMITTEE ON BANKING AND CUR- 
RENCY TO CONDUCT STUDIES AND INVESTIGATIONS, 
AND TO MAKE INQUIRIES, RELATING TO HOUSING 


January 30, 1957.—Referred to the House Calendar and ordered to be printed 


Mr. Detaney, from the Committee on Rules, submitted the following 


REPORT 


[To accompany H. Res. 86] 


The Committee on Rules, having had under consideration House 
Resolution 86, report the same to the House with the recommendation 
that the resolution do pass, with the following amendments: 

Page 1, line 1, following the word ‘‘That”’ insert “, effective from 
January 4, 1957,”. 

Page 2, line 17, strike out “is in session,”’. 


O 
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AUTHORIZING THE COMMITTEE ON INTERIOR AND IN- 
SULAR AFFAIRS TO MAKE INVESTIGATIONS INTO ANY 
MATTER WITHIN ITS JURISDICTION 


JANUARY 30, 1957.—Referred to the House Calendar and ordered to be printed 





Mr. TRIMBLE, from the Committee on Rules, submitted the following 


REPORT 


[To accompany H. Res. 94] 


The Committee on Rules, having had under consideration House 
Resolution 94, report the same to the House with the recommendation 
that the resolution do pass, with the following amendments: 

Page 1, line 1, following the word ‘“That” insert “, effective from 
January 4, 1957,”. 

Page 4, line 10, change the period to a colon and add the following: 


Provided, That the committee shall not undertake any inves- 
tigation of any subject matter which is being investigated 
by any other standing committee of the House. 


Page 4, line 16, strike out “is in session,”’. 


O 
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1st Session : No. 17 





AUTHORIZING THE COMMITTEE ON INTERSTATE AND FOREIGN 
COMMERCE TO CONDUCT INVESTIGATIONS AND STUDIES WITH 
RESPECT TO CERTAIN MATTERS WITHIN ITS JURISDICTION 





January 30, 1957.—Referred to the House Calendar and ordered to be printed 





Mr. Botuina, from the Committee on Rules, submitted the following 


REPORT 


[To accompany H. Res, 99] 


The Committee on Rules, having had under consideration House 
Resolution 99, report the same to the House with the recommendation 
that the resolution do pass, with the following amendments: 

Page 1, line 1, strike out “3” and insert “4’’, 

Page 4, line 7, strike out “or outside’, 

Page 4, line 7, strike out “is in session,”. 


O 
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1st Session No. 18| 





AUTHORIZING THE COMMITTEE ON WAYS AND MEANS | 
TO CONDUCT STUDIES AND INVESTIGATIONS RELAT- 
ING TO MATTERS WITHIN ITS JURISDICTION 


January 30, 1957.—Referred to the House Calendar and ordered to be printed 


Mr. O’NeI1, from the Committee on Rules, submitted the following 


REPORT 


[To accompany H. Res. 104] 


The Committee on Rules, having had under consideration House 
Resolution 104, report the same to the House with the recommenda- 
tion that the resolution do pass, with the following amendments: 

Page 1, line 1, following the word “That” insert the following: 
“. effective from January 4, 1957,”. 

Page 1, line 2, strike out “and”’. 

Page 1, line 3, strike out “directed”; change “through” to read 
“thorough”’. 

Page 1, line 4, change the period to a colon, and insert the following: 


Provided, That the committee shall not undertake any in- 
vestigation of any subject matter which is being investi- 
gated by any other standing committee of the House. 

Page 1, line 8, strike out “or without”. 

Page 1, line 10, strike out “‘is in session,’’. 


O 
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AUTHORIZING THE COMMITTEE ON THE JUDICIARY TO 
CONDUCT STUDIES AND INVESTIGATIONS RELATING 
TO CERTAIN MATTERS WITHIN ITS JURISDICTION 


January 30, 1957.—Referred to the House Calendar and ordered to be printed 


Mr. Manppen, from the Committee on Rules, submitted the following 


REPORT 


[To accompany H. Res. 107] 


The Committee on Rules, having had under consideration House 
Resolution 107, report the same to the House with the recommenda- 
tion that the resolution do pass, with the following amendments: 

Page 1, line 1, following the word “That” insert “‘, effective from 
January 4, 1957,”. 

Page 1, line 2, strike out “and directed”. 

Page 3, beginning on line 5 and ending with first word on line 6, 
strike out ‘‘or without’’. 

Page 3, line 6, strike out “‘is in session,’’, 


O 
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CONSIDERATION OF H. R. 3109 


January 30, 1957.—Referred to the House Calendar and ordered to be printed 


Mr. Cotmer, from the Committee on Rules, submitted the following 
REPORT 
[To accompany H. Res. 137] 


The Committee on Rules, having had under consideration House 
Resolution 137, report the same to the House with the recommendation 
that the resolution do pass. 


O 
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CONSIDERATION OF H. R. 2528 


January 30, 1957.—Referred to the House Calendar and ordered to be printed 


Mr. Trimste, from the Committee on Rules submitted the following 
REPORT 
[To accompany H, Res. 138] 


The Committee on Rules, having had under consideration House 
Resolution 138, report the same to the House with the recommendation 
that the resolution do pass. 


O 
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1st Session No, 22; 





PERMITTING MEMBERS OF THE UNIFORMED SERVICES 


TO OCCUPY INADEQUATE PUBLIC QUARTERS ON A 
RENTAL BASIS 


JANUARY 31, 1957.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Bennett of Florida, from the Committee on Armed Services, 
submitted the following 


REPORT 


[To accompany H. R. 1056] 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 1056) to permit members of the Army, Navy, Air Force, 
Marine Corps, Coast Guard, Coast and Geodetic Survey, and Public 
Health Service, and their dependents, to occupy inadequate quarters 
on a rental basis without loss of basic allowance for quarters, having 
considered the same, report favorably thereon with amendments and 
recommend that the bill as amended do pass, 

The amendments are as follows: 

Amend the title so as to read: 


A bill to permit members of the Army, Navy, Air Force, 
Marine Corps, Coast Guard, Coast and Geodetic Survey, and 
Public Health Service, with dependents, to occupy inade- 
quate quarters on a rental basis without loss of basic allow- 
ance for quarters. 

Page 1, line 6, strike “and their’ and insert “with”. 


Pages 2 and 3, strike all of section 4 and insert in lieu thereof the 
following: 


Sec. 4. All housing units determined pursuant to section 
2 of this Act to be inadequate shall, prior to July 1, 1959, 
either be altered or improved so as to qualify as public quar- 
ters, or be demolished or otherwise disposed of. 
Page 3, strike section 6. 
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EXPLANATION OF AMENDMENTS 


Title 


The amendment to the title deletes the words ‘and their” and in- 
serts in lieu thereof the word “with.’”” This amendment is designed 
to make the title consistent with the body of the bill as it has been 
amended. (See second amendment below.) 


Second amendment 


The second amendment strikes the words “and their” on page 1, 
line 6, and inserts in lieu thereof the word “‘with.’”’ The purpose of 
this amendment is to prevent the measure from-being construed as 
applying to bachelor officers’ quarters. It is the intention of H. R. 
1056 that it be limited to family housing. 


Third amendment 


The third amendment strikes all of section 4 and inserts new 
language. 

(a) Section 4 of the bill as introduced provided that housing units 
determined to be inadequate should be altered or improved so as to 
qualify as public quarters, or be demolished or otherwise disposed of 
within a 4-year period of the determination that they were inade- 
quate. This 4-year period was reduced to 2 years. In the opinion 
of the committee, 2 years represents adequate time, from budgetary 
and other standpoints, to eliminate or improve these quarters. 

(6) Also, section 4 of the bill, as introduced, permitted the exception 
from the 4-year period mentioned above, of such housing as the re- 
spective Secretary might determine as b»ing urgently needed because 
of a shortage of housing located within a reasonable proximity and 
available at suitable rentals. The committee felt that an exception 
of this kind provided a latitude which was both unnecessary and un- 
desirable. The basic purposes of the bill are, first, to eliminate a 
situation whereby miltary personnel surrender their total housing 
allowance while being required to occupy quarters which are sub- 
standard, and, second, and more importantly, to provide an impetus 
to the improvement, demolition, or other disposal of family quarters 
which, were it not for the military family housing shortage, should not 
be occupied at all. An exception of the nature described might well 
tend to perpetuate the exjstence of inadequate housing by relieving 
the pressure on local commanders to press for more and better living 
conditions. Also, it is undeniable that some personnel will choose to 
live in substandard quarters in order to secure as income the difference 
between the rental which is paid and the housing allowance which is 
received. In the opinion of the committee, this should not be per- 
mitted except with respect to this particular kind of family housing, 
and then only for the absolute minimum period of time necessary to 
correct the situation. The bill must not be used as a vehicle for 
providing an increase in income. 

(c) Section 4, prior to its amendment, also contained a provision 
whereby the Secretary concerned could except from the requirement 
of improvement or disposal of quarters those which are inadequate 
by reason of size alone. Again, the committee felt that this provision 
contained an unnecessary latitude. A house which is inadequate by 
reason of size alone either can or cannot be improved so as to provide 
adequate family quarters. If it can, and this in the opinion of the 
committee would be the normal case, then it should be done and 
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done promptly. If it cannot be so improved, then it should not 
continue to serve as family quarters. 


Fourth amendment 

The fourth amendment strikes from the bill language which would 
repeal the act of July 2, 1945. This act provides, in substance, that 
members of the uniformed services may occupy on a rental basis 
housing facilities other than public quarters without loss of money 
allowance to which they are entitled for rental of quarters. 

Under the cited law, the military departments and the Coast Guard 
now rent to their personnel some 43,000 units of family housing. 
Many of these units are substandard. As the family housing programs 
of the services progress, it will most probably be desirable to repeal 
this act. Upon repeal of the act, these quarters which are now rented 
will become public quarters and personnel occupying them will receive 
no quarters allowance. The committee considers the renting of hous- 
ing under the July 2, 1945, act as a matter which should be reexamined 
when the housing situation of the uniformed services has had sufficient 
time for reasonably full development. It is expected that this 
development will have been achieved at approximately the date of 
termination of authority under this bill; that is, July 1, 1959. 


PURPOSE OF THE BILL 


The purpose of the proposed legislation is to permit members of the 
Army, Navy, Air Force, Marine Corps, Coast Guard, Coast and 
Geodetic Survey, and the Public Health Service with their dependents 
to occupy inadequate quarters on a rental basis and without loss of 
basic allowance for quarters. 


BACKGROUND OF THE BILL 


Under existing laws and related rulings of the Comptroller General, 
members occupying any public quarters, be they adequate or in- 
adequate, are not entitled to receive their basic allowance for quarters. 
The purpose of this bill is to authorize members with dependents to 
occupy inadequate quarters on a rental basis without forfeiture of 
this quarters allowance. 

Section 302 (b) of the Career Compensation Act of 1949 provides 
that— 


Except as otherwise provided by law, no basic allowance 
for quarters shall accrue to members of the uniformed services 
assigned to Government quarters or housing facilities under 
the jurisdiction of the uniformed services, appropriate to 
their rank, grade, or rating and adequate for themselves and 
dependents, if any. 


Rulings of the Comptroller General 

Related to the problem is a ruling of the Comptroller General which 
holds that occupancy of public quarters, no matter how inadequate, 
requires a forfeiture of the quarters allowance. On the other hand, 
the act of July 2, 1945, authorizes members and dependents to occupy 
any Government housing facility, other than public quarters, on a 
rental basis without loss of their quarters allowance. 

Under this bill, the services would be authorized to declare certain 
unsuitable housing facilities inadequate quarters and to use them, on 
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an interim basis, in the same manner as if they had been constructed 
as rental housing. The member could then occupy such inadequate 
quarters on an appropriate rental basis and receive his quarters 
allowance. 

With respect to the act of July 2, 1945, which is the basic authority 
for service personnel to occupy Government quarters, other than 
public quarters, on a rental basis, the Comptroller General has ruled, 
in effect, that to be used as rental housing, such housing must have 
been constructed with funds appropriated for rental housing, or that 
the housing was acquired under circumstances which take it out of a 
public quarters category. Thus, if barracks are converted to quarters, 
they become public quarters because barracks were constructed from 
funds contemplating public housing facilities. Also, if rental housing 
is remodeled or renovated and such requires the expenditure of sub- 
stantial funds other than those specifically appropriated for rental 
renovation, the quarters must be redesignated as public quarters. 


Basis of adequacy 


This bill would grant authority to determine, on the basis of a 
reasonable and realistic standard of adequacy, whether certain housing 
facilities should continue to be classified as public quarters. 

Each service has innumberable examples of inequities as to occu- 
pancy of the various types of public quarters, many of which arise in 
the same area. Of course, the ultimate solution is to provide adequate 
and sufficient public quarters. Until such can be achieved, the 
services should, in the opinion of the committee, be permitted to utilize 
inadequate quarters on a rental basis where— 

(1) There is a lack of suitable community support or other 
housing, o1 
There is a requirement that certain key personnel live on the 
station, regardless of the adequacy of the housing. 
Recently constructed housing 


The committee is of the firm view, and so advised the departmental 
representatives, that no recently constructed permanent housing 
assets should be declared inadequate under the authority of this bill. 
Availability of housing 

In many areas surrounding military installations, availability of 
private housing has improved to the point where service personnel are 
able to obtain reasonable rentals or purchase their own homes. There 
are, however, numerous areas both within the continental limits of 
the United States and overseas where this is not the case. At some 
installation there is no private housing. At others, service personnel 
are not able to afford the high rentals. In recent years, Government 
rental housing and adequate public quarters have been constructed 
to elleviate the situation, yet, under existing conditions at many 
bases, the precipitate elimination of all substandard public quarters 
would only aggravate the morale problem stemming from the need to 
house members and their dependents. At a time when all services 
are making every effort to retain career personnel, this would create 
a most undesirable situation. 
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NEED FOR KEY PERSONNEL ON STATION 


There are instances where, because of the nature of their assigned 
duties key personnel are required to occupy public quarters at or 
near their place of duty. In this situation, military requirements give 
the commanding officer no alternative but to assign members to on- 
station public quarters without regard to their adequacy. ‘To elimi- 
nate all substandard quarters under such circumstances would reduce 
the military capabilities of the station. It should be noted here that 
in the case of many overseas installations, no housing is available 
other than that which exists on the base. Under such circumstances, 
the services, from a morale standpoint, consider it essential that as 
many members as practicable have their families with them, in spite 
of the inadequacy of the quarters. 


STATISTICAL DATA 


Below is set out a chart which shows all of the housing under the 
jurisdiction of the affected services from which it will be noted that 
the worldwide total of public quarters is 149,208. Of these, 112,691 
are adequate and 36,517 are substandard. The chart, in the last 
column, shows the number of housing units now rented under the 
authority of the act of July 2, 1945 (59 Stat. 316). 


Housing under the jurisdiction of the services 




















Public quarters Rental 
housing, 
total 
Total | Adequate | Substandard 
BT cn ting dum dneuknssnaceakdaenssndeetenues 92, 434 71, 134 21, 300 1, 827 
Navy end Marine Corps. occ. csecccccccccesses 20, 128 13, 766 6, 362 31, 941 
Air Force Snwithcotuubneccdnadaieadaae 35, 625 27, 000 8, 625 9, 300 
Ce ee tenon 686 556 130 50 
Coast and Geodetic Survey_-.................-- IN nn te ee | None 
Public Health Service....-...............-.-.. 335 235 | 100 | None 
an moral ~pidkoaaan aaa 
OM Ll cgheh ibis testbed | 149, 208 112, 691 | 36, 517 | 43, 118 
COST DATA 


The chart set out below gives, by service, the number of substandard 
units, the gross appropriations now made in housing allowances 
against the occupancy of these units, and the rent receipts which it is 
estimated will accrue to the Government by reason of the rental of 
these units under the provision of H. R. 1056. 








| Department of Defense 
| Total 
Army Navy and Air Force | 
Marine Corps | 
mithhindeinlibinlalnniihihinbshitistintsth tnilidseei aa Aiea! 

Number substandard units_...................- 21, 300 6, 362 | 8, 625 36, 287 
COS SONOS ic eccccccunbeneicasandaanil | $24, 151, 200 | a $7, 030, 010 | $8,480,313 | $39, 661, 523 
PRUNE PUN a ecsnscninteggocatbuniinevidimaan 15, 383, 286 3, 443, 114 | 5, 708, 160 24, 534, 560 











Cost to Government | 8, 767, 914 | 3, 586, 896 2, 772, 153 | 15, 126, 963 
| 
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With regard to the cost data shown on the chart, it is important to 
recognize that the total cost to the Government represents the best 
estimate of the maximum annual cost. As the various housing 
programs presently underway begin to make available adeq uate 
public quarters, the total number of substandard quarters in use 
will be reduced, and the annual cost to the Government will be 
reduced proportionately. Likewise, as personnel requirements in a 
particular area are reduced, the housing requirements will also be 
reduced. 

FURTHER COMMITTEE VIEWS 


Many of the committee views on this legislation are set out under 
the heading “Explanation of Amendments.’’ However, the committee 
wishes to express some further basis upon which it rested its judgment 
in favoring this measure. 


Difficulty of administration 


The committee approached this bill with some very real concern 
for the reason that it is the type legislation which is most difficult of 
administration. Where one draws the line, for example, between an 
adequate house and an inadequate house is a matter of judgment, 

and judgment which will vary from individual to individual. No 
regulation can possibly cover every contingency and it places, there- 
fore, a serious responsibility upon those ‘who must administer the 
program under the necessarily broad outlines of the regulations which 
will be issued. In the opinion of the committee, all borderline cases 
should be resolved in favor of determining a house to be adequate 
rather than inadequate, since it is only in this way that confidence in 
the execution of the program can be engendered. 


Responsibilities of secretaries 


As a corollary to this, it is the committee’s view that no housing 
unit which constitutes a hazard to health, safety, or morals should be 
utilized for family quarters at all. The responsibility of the Secre- 
taries concerned with respect to housing is one which extends in both 
directions. The obverse and reverse, respectively, of this responsi- 
bility is to provide proper and adequate housing, and to insure that 
personnel do not oceupy, with sanction, housing which should not be 
utilized by reason of its total inadequacy. 


OTHER HOUSING 


It is the committee’s view that inadequate housing should not be 
occupied in any instance where there is any other adequate housing 
available. That is to say, where there are existing adequate Govern- 
ment quarters, Wherry housing, Capehart housing, or appropriate 
community support, these should be utilized before any erp, 
unit is used. The position of the committee in this respect is subject 
only to the exception that there is a requirement that the particular 
personnel must reside on station. 


RENTAL 


Rental established for inadequate housing should represent the fair 
market value of the unit. Under normal valuation procedures, this 
can best be established on the basis of what is the going rental for a 
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similar unit in the surrounding area. The rentals should be in every 
respect competitive in order that privately owned housing in the area 
may not suffer as a result of the establishment of rentals lower than 
would be paid on the open market. 


RECENT HOUSING INSPECTION 


Certain members of the committee have had in the recent past the 
opportunity to mspect family quarters at a number of military in- 
stallations. The committee has had the advantage of being informed 
with respect to the conclusions arrived at by these members and it is 
thought that their views, to which the committee subscribes, should 
be set out in this report. 

The subject of substandard housing is a complicated one for two 
principal reasons: First, there is no doubt whatsoever that some of our 
military personnel are occupying quarters which are utterly inadequate 
and surrendering their quarters allowance because of the artificial 
legal status of the particular housing; second, the concept of permitting 
inadequate housing to be occupied on a rental basis is one fraught 
with the twin dangers of loose administration and the possibility that 
the principle involved could be expanded in such fashion as to make 
the quarters allowance provisions of the Career Compensation Act 
meaningless. 


Examples of inadequate housing 


An outstanding example of inadequate housing was found at the 
naval installation at Guantanamo Bay, Cuba. At this location mili- 
tary personnel are occupying quarters far below any acceptable stand- 
ard for our uniformed services. Meny are housed in quonset huts 
which constitute little more than mere shelter. They were never 
intended by their very design to be used for anything other than 
storage space or other generally similar nonhabitation purposes. For 
this reason it is impossible to remodel them for reasonable habitation. 
Nevertheless, a great number of families are occupying these quonsets 
as living quarters for reasons which can be explained only on the 
basis of great devotion to the military service. Certainly their will- 
ingness to live in this fashion cannot be thought to be that the housing 
is comparable even to low-grade civilian housing. 

In addition to quonset huts, other personnel are occupying con- 
verted barracks and other frame structures of a type substantially 
below that which we should offer our military people. In many cases, 
the walls separating the rooms do not extend to the ceiling and the 
rooms themselves are as small as 6 by 10, with a kitchen area which 
can be described only as an afterthought. The only reason that any 
of these quarters are habitable at all is the remarkable ingenuity shown 
by the occunants—particularly the wives—in refurbishing, decorating, 
and generally making attractive what would otherwise be a most de- 
pressing atmosphere. 


Need for prompt action 


From these facts, it is clear that only one conclusion can be drawn— 
a conclusion which has two parts. First, and fundamentally, these 
houses should be destroyed or converted to nonhabitation use at the 
earliest possible moment. This can be done, of course, only through 
the provision of other adequate housing. Whether this be done 
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through the Capehart Act or by appropriated funds is not a matter 
for decision here. That it should be done and as promptly as pos- 
sible admits of no doubt. Second, during the interim period—that is, 
until reasonable living facilities can be provided—occupancy of these 
structures can be rendered somewhat more palatable by permitting 
them to be rented to the occupants at fair market rental. 


Difficulty in determining adequacy 


It is pointed out above that the administration of substandard 

housing legislation is extremely difficult by its very nature. It is 
rendered difficult by reason of the fact that the housing which was 
inspected extended from virtual squalor to well above adequate, and 
perhaps even to the sumptuous. Drawing a line at some point be- 
tween these extremes is necessary in order to determine what is below 
standard and what is above standard. Obviously, those at the lower 
end of the scale are inadequate but precisely where they cease to be- 
come inadequate is by no means easy to determine. 

The inherent difficulty of determining whether a particular set of 
quarters is inadequate or adequate was rather dramatically presented 
at some of the installations visited. The claimed inadequacy in many 
of these cases sprang merely from inconveniences which virtually all 
people not living in custom-built houses are subject to. Some were 
described as inadequate by reason of size alone. In many of these 
cases, it can be fairly said that although it would be desirable to have 
more floor area, greater area did not constitute a real necessity. 
Adoption of any other view would represent pampering rather than 
the provision of adequate quarters. 


Wherry housing 


The most extreme example in this latter category was represented 
in a large group of houses not yet quite completed which gave every 
evidence of desirability as living quarters but which, because of size, 
were considered locally to be ‘substandard. It is emphasized that 
these were new houses which lacked only the last finishing touches in 
order to be occupied. These were so-called Wherry houses. .The 
question necessarily arose as to why, if they were inadequate before 

completion, they were built at all. The problem of Wherry housing 

inadequacy is of particular pertinence in view of the provisions of 
Public Law 1020, 84th Congress, which authorizes the acquisition by 
the United States of Wherry housing and permits their occupancy on 
a rental basis. While the subcommittee saw only a few hundred of 
these houses, it should be remembered that there are some 86,000 of 
them in existence today. The widespread renting of these houses 
could, as pointed out above, render considerably less meaningful the 
theory of quarters allowance. Although Wherry housing represents 
the largest, group of housing which either can today or might conceiv- 
ably in the future be rented, it should be borne in mind that there are 
many other quarters which are inadequate on only the most theoretical 
basis, but which are subject to the same potential of being rented. 

It is hoped that the foregoing points up some of the latent dangers 
which are inherent in the leasing of quarters to military personnel. 
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FISCAL DATA 


A detailed description of the fiscal effect of this measure with 
respect to the Department of Defense is set out previously in this 
report under the heading “Cost Data.’”’ With respect to the Coast 
Guard, Coast and Geodetic Survey, and the Public Health Service, 
the gross appropriation required will be $222,702. The rent receipts 
will aggregate $132,000, representing a difference of $90,702. 


DEPARTMENTAL DATA 


The Department of the Navy is the executive agent for all agencies 
concerned for the presentation and support of this legislation. Below 
is set out a letter dated January 8, 1957, from the Acting Secretary 
of the Navy which, while relating to a bill of somewhat different form, 
indicates that legislation of this type is a part of the Department of 
Defense program. In this connection, it is pertinent to note the posi- 
tion of the President in this respect as such is set out in his message 
dated January 13, 1955 (H. Doc. 69, 84th Cong., Ist sess.), in which 
the President stated in part that he recommended “authority for 
reduced rentals where men and their families must live temporarily 
in substandard housing.” 


DEPARTMENT OF THE Navy, 
OFFICE OF THE SECRETARY, 
Washington, D. C., January 8, 1957. 
Hon. Sam RaysBurn, 
Speaker of the House of Representatives, 
Washington, D. C. 

My Dear Mr. Speaker: There is enclosed herewith a draft of 
legislation to permit members of the Army, Navy, Air Force, Marine 
Corps, Coast Guard, Coast and Geodetic Survey, and Public Health 
Service, and their dependents, to occupy inadequate quarters on a 
rental basis without loss of basic allowance for quarters. 

This proposal is a part of the Department of Defense legislative 
program for 1957 and the Bureau of the Budegt has advised that it 
is in accord with the program of the President. The Department of 
the Navy has been designated as the representative of the Department 
of Defense for this legislation. It is recommended that this program 
be enacted by the Congress. 


PURPOSE OF THE LEGISLATION 


The purpose of the proposed legislation is to permit members of the 
Army, Navy, Air Force, Marine Corps, Coast Guard, Coast and 
Geodetic Survey, and the Public Health Service, and their dependents, 
to occupy inadequate quarters on a rental basis and without loss of 
basic allowance for quarters. It should be noted that the President 
in a special message to the Congress relating to personnel turnover in 
the military services (H. Doc. No. 69, 84th Cong.) urged the enactment 
of legislation of this type. 

The head of the department concerned would be given the authority 


under regulations to determine whether particular units of family 
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housing are inadequate as public quarters. It is contemplated that 
in making the determination that housing facilities are inadequate, 
he would use as a criterion the minimum standards established for 
permanent family quarters construction programs. The housing 
facilities would be designated inadequate due to inadequacy of accept- 
able livability, size, construction, utilities, or necessary facilities for 
family housing. A determination by the head of the department 
concerned that housing facilities under his jurisdiction are inadequate 
would be final and conclusive. 

The head of the department concerned would be authorized to lease 
inadequate housing to personnel of his department upon such terms 
and conditions as in his judgment will be in the best interest of the 
United States. The facilities leased, however, would not be required 
to have been constructed with funds appropriated specifically for 
rental housing. 

The act of July 2, 1945 (59 Stat. 316; 37 U.S. C. 1118), would be 
repealed by this proposal. That act authorizes members of the Army, 
Navy, Air Force, Marine Corps, Coast Guard, Coast and Geodetic 
Survey, and Public Health Service, and their dependents, to occupy, 
on a rental basis, housing facilities other than those designated as 

ublic quarters. Members occupying rental housing do not lose their 
adie allowance for quarters. On the other hand, members do lose . 
their basic allowance for quarters when occupying housing designated 
as public quarters. In addition, the Comptroller General has ruled 
(25 Comp. Gen. 798) that housing constructed with appropriated funds 
directly or indirectly made available for quarters or housing for 
members of the services concerned, however inadequate, must be 
considered as public quarters. 

Under this ruling of the Comptroller General, there are, in many 
localities, both inadequate housing which must be treated as public 
quarters, and comparable housing facilities under the jurisdiction 
of the services concerned which were constructed with funds specifi- 
cally appropriated for low-cost defense housing units. Service 
personnel who occupy these latter units do so on a rental basis without 
loss of basic allowance for quarters. The result in these cases, there- 
fore, is that comparable housing facilities cost one member a greater 
amount than that paid by another member of the same rank or 
rating. Inequitable situations such as these create very undesirable 
morale problems. This proposal is designed to alleviate these condi- 
tions by authorizing the rental of inadequate housing constructed or 
converted with funds appropriated for public quarters on much the 
same basis as housing constructed with funds specifically appropriated 
for rental housing. 

In order to prevent the indefinite use of inadequate housing, a 
specific provision is contained in section 4 of this proposal requiring 
the demolition, within 4 years, of all housing found inadequate under 
section 2 unless (1) it is altered or improved so as to qualify as public 
quarters, (2) it is urgently needed because of a shortage of housing 
located within a reasonable proximity and available at suitable 
rentals, or (3) is inadequate by reason of-size alone. 
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LEGISLATIVE REFERENCES 


This proposal was submitted to the 84th Congress on April 26, 1955, 
as part of the Department of Defense legislative program for 1955. 
It was introduced as H. R. 5731 and 8S. 1947. H. R. 5731 passed the 
House, amended, on July 5, 1956. On July 23, 1956, the Senate 
passed H. R. 5731, amended. The House did not ask for a conference; 
therefore, the legislation failed of passage in the 84th Congress. 


COST AND BUDGET DATA 


It is estimated that enactment of this proposal would result in an 
increase in cost to the Department of Defense of $40,251,000. How- 
ever, it is estimated that receipts from rentals will amount to approxi- 
mately $25 million, resulting in a net cost to the Government of ap- 
proximately $15 million. While such $40,251,000 was not included 
within the proposed operating budget for fiscal year 1957, funds for 
this and certain other items are included in the budget for later trans- 
mission, contingent upon authorizing legislation. 

Sincerely yours, 
Tuomas S. Gartss, Jr., 
Acting Secretary of the Navy. 
O 
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DEFERRED GRAZING PROGRAM 





January 31, 1957.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Cootry, from the Committee on Agriculture, submitted the 
following 


REPORT 


[To accompany H. R. 2367] 


The Committee on Agriculture, to whom was referred the bill 
(H. R. 2367) to establish a deferred grazing program and a protein 
feed program as parts of the relief available to drought stricken areas 
under Public Law 875, 81st Congress, and for other purposes, havin 
considered the same, report favorably thereon with amendments a 
recommend that the bill do pass. 

The amendments are as follows: 

Page 3, beginning on line 14, strike out all of section 5. 

Amend the title of the bill to read: 


A bill to establish a deferred grazing program as part of the 
relief available to drought stricken areas under Public Law 
875, Eighty-first Congress, and for other purposes. 


The purpose of this bill is to establish in drought disaster areas 
where grazing is important to agricultural production an emergency 
drought program designed to protect dry pasturelands from further 
damage by grazing and to aid in the reestablishment of grass and sod 
when the drought has been broken. It would do this by setting up a 
deferred grazing program under which farmers and ranchers in 
drought-stricken areas would receive annual payments roughly equiv- 
alent to the normal rental value of their grazing lands for keeping 
stock off of pastures under agreement with the Secretary of Agriculture 
until the grass has had an opportunity to recover from drought 
conditions. 

The program would be operated through and as part of the disaster- 
relief program of the Federal Government and is limited in its applica- 
tion to those areas which because of a major disaster due to drought 
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have been determined by the President to warrant assistance under 
Public Law 875, 81st Congress. 

The term “deferred grazing’ is well understood in the rangeland 
areas of the country. It means temporarily removing livestock from 
pastures so as to prevent excessively close grazing and permanent 
damage to the range under drought conditions and so that, after a 
drought has been broken, grass may have an opportunity to grow 
and reseed itself before again being pastured. The program embodied 
in this bill was recommended by the State Drought Committee of 
Texas, which considers it one of the most important steps which can 
be taken to protect the rangeland resources of the country and to 
assist farmers and ranchers in drought-stricken areas. 

The bill reported herewith was introduced by Representative Poage, 
of Texas, chairman of the Subcommittee on Livestock and Feed 
Grains, but hearings were held on a number of similar bills including: 

H 


. R. 2357, by Mr. Albert 
H. R. 2358, by Mr. Brooks of Texas 
H. R. 2359, by Mr. Burleson 
H. R. 2360, by Mr. Dempsey 
H. R. 2361, by Mr. Dies 
H. R. 2362, by Mr. Dowdy 
H. R. 2363, by Mr. Fisher 
H. R. 2364, by Mr. Ikard 
H. R. 2365, by Mr. Kilgore 
H. R. 2366, by Mr. Mahon 
H. R. 2368, by Mr. Rogers of Texas 
H. R. 2369, by Mr. Rutherford 
H. R. 2370, by Mr. Thornberry 
H. R. 2371, by Mr. Wright 
H. R. 2372, by Mr. Young 
H. R. 2514, by Mr. Thompson of Texas 
H. R. 2535, by Mr. Aspinall 
H. R. 2543, by Mr. Edmondson 
H. R. 3111, by Mr. Teague of Texas 
H. R. 3519, by Mr. Dixon 
H. R. 3607, by Mr. Christopher 


Under section 2 the rate of deferred grazing payments will be de- 
termined by establishing as a base rate for each county the average 
rental value of private grazing land in the county during periods of 
average precipitation when forage on grazing land was normal. The 
base rate for the county will then be modified by the specified consid- 
erations, including inducement of participation, availability of funds, 
and other factors pertinent to the accomplishment of the objectives 
of the act. The established rate for the county will then be adjusted 
as to land on which grazing is to be deferred so as to reflect the com- 
parable rental value of the individual tracts. 


COMMITTEE AMENDMENT 


The committee amendment strikes from the bill all of section 5 
which would have authorized and directed the Secretary of Agriculture 
to include protein feed concentrates in the emergency feed program. 
As amended, the bill relates only to the single subject of a deferred 
grazing program, without any reference to the emergency feed 
program. 
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Fepsruary 1, 1957.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Cannon, from the Committee on Appropriations, submitted the 
following 


REPORT 


{To accompany H. R. 4249) 


The Committee on Appropriations submits the following report in 
explanation of the accompanying bill making appropriations to supply 
certain urgent deficiency appropriations for the fiscal year ending June 
30, 1957, and for other purposes. 

The estimates upon which the bill is based are contained in House 
Document No, 48. The bill is divided into chapters corresponding to 
the subcommittees considering the estimates. The recommendations 
contained in the bill are a result of deliberations of the several subcom- 
mittees as approved by the full committee. 


SuMMARY OF BILL 


Budget estimates considered by the committee total $382,067,500. 
Appropriations recommended total $335,090,000, a reduction of 
$46,977,500. These amounts are distributed by chapters of the 
bill as indicated in the following table: 
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CHAPTER I 


SUBCOMMITTEE 


JAMIE L. WHITTEN, Mississippi, Chairman 


FRED MARSHALL, Minnesota H. CARL ANDERSEN, Minnesota 
WILLIAM H. NATCHER, Kentucky WALT HORAN, Washington 
JAMES B. BOWLER, Lllinoi: CHARLES W. VURSELL, Illinois 


DEPARTMENT OF AGRICULTURE 
AGRICULTURAL CONSERVATION PROGRAM 


Emergency conservation measures —The extreme drought condition 
in much of the Great Plains is critical. Reports indicate that nearly 
2 million acres of land in this area have already been damaged by wind 
action and that an additional 29 million acres are in condition to blow. 
The funds provided in the accompanying bill are to be used to (1) 
assist farmers in carrying out emergency measures to control wind 
erosion on farm lands and to rehabilitate farm lands already damaged, 
and (2) to reimburse the President’s Disaster Relief Fund for funds 
advanced to the Secretary of Agriculture for this purpose. 

Language was submitted which would have appropriated $25,000,- 
000 of unused 1956 Agricultural Conservation Program funds to meet 
this need. The Committee feels that an emergency program of this 
nature should be financed by direct appropriation rather than from 
funds previously appropriated for the regular Agricultural Conserva- 
tion Program. Accordingly it recommends a new appropriation of 
$15,000,000 in lieu of the proposal of the President. The $10,000,000 
reduction represents funds which will not be required during the 
present fiscal year. Subsequent needs can be met at a later date, if 
necessary. 

The Committee believes that full use of the funds for proper 
practices within the Agricultural Conservation Program and other 
conservation programs of the Department would do much to prevent 
emergency conditions of this kind from developing. It recommends, 
therefore, that the funds included in the accompanying bill be used 
only after the Secretary is convinced that the regular conservatien 
programs have been directed as fully as possible to practices needed 
in these areas. 

A question has been raised as to whether or not authority for pay- 
ments under this program should be made on a retroactive basis. It 
has been pointed out that payments for future work to be done gives 
farmers who have not yet done the necessary work an advantage over 
farmers in the same area who have already protected their land with 
such practices at their own expense. 

The Committee can fully appreciate and is sympathetic to this point 
of view. In view of the precedents established on this point, however, 
it does not believe that authority exists for it to reach back and repa 
farmers or others for work already done or expenses already incurred. 

The basic legislation supporting this type of activity makes no 
provision for such retroactive payments. Further, Congress has con- 
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sistently resisted efforts to enter into retroactive assistance of this 
kind. Also, such action would raise numerous policy questions such 
as: how far back should such feature go; who should be included; 
and what area of the country should be included. 


Farmers Home ADMINISTRATION 


Disaster Loan Revolving Fund.—The Act of April 6, 1949, provides 
for emergency assistance in furnishing feed and seed to farmers, 
ranchers and stockmen in disaster areas designated by the President 
under Public Law 875. The Third Supplemental Appropriation Act 
of 1954 established a ceiling of $50,000,000 on the amount of the 
Disaster Loan Revolving Fund which could be used for this purpose. 
As of January 3, 1957, only $210,000 remained available for this 
purpose. The President has proposed language to increase this 
limitation by an additional $25,000,000 in view of the serious feed 
problem still existing in the drought areas. 

The Committee recommends an increase of $15,000,000 in the 
limitation, a decrease of $10,000,000 in the budget proposal. Infor- 
mation presented during the hearings indicates that only $10,000,000 
will be required during the balance of the current fiscal year. The 
amount recommended will provide a reserve of $5,000,000 for assist- 
ance in 1958 and subsequent years, and will permit reimbursement 
of the $8,000,000 secured from the President’s Disaster Relief Fund to 
supplement funds available within the Disaster Loan Revolving Fund. 

At the time this emergency program was adopted by Congress, it 
was intended that the States would participate substantially in a 
financial way. it appears, however, that amounts advanced by States 
to date have been very small—hardly enough to cover the cost of 
handling their contributions. The Committee feels that steps should 
be taken to correct this situation. Accordingly, it recommends that, 
as soon as present contracts have been honored, the Secretary require 
that the Governor or appropriate authority in each State participating 
in the program should commit the State to assume at least 25 percent 
of the cost. 

Loan authorizations.—Public Law 878, approved August 1, 1956, 
amended Title I of the Bankhead-Jones Farm Tenant Act to broaden 
the authority for farm ownership loans and to increase the amount 
which may be insured in any one fiscal year. At the time of enact- 
ment, it was intended that the additional authority would be handled 
primarily through insured loans. Since that time, however, the De- 
partment’s inability to interest large lenders in the program has created 
a need for additional direct loan funds to meet the demand. 

The supplemental estimate included an additional $26,000,000 for 
such loans to be added to the $24,000,000 contained in the regular bill 
for 1957. The Committee has approved $20,000,000 additional, a 
decrease of $6,000,000 in the budget estimate. In its opinion this 
amount will be adequate to meet the firm demand for such loans. 

It is the opinion of the members of the Committee that, in dealing 
with this program, existing creditors should be required to participate 
in such refinancing to the point that the Government loan will be ade- 
quately secured. The Committee believes this to be necessary, 
otherwise this broadened legislation, instead of relieving farmers, may 
become a vehicle to enable private lenders to shift bad security risks 
to the Federal Government. 





994} TUIWIOD 


000 ‘000 ‘OI — 
(000 ‘000 ‘9 —) 


000 ‘000 ‘OI$— 


n 
© 
o 
= 
a 
Z 
°o 
_ 
B 
4 
jo] 
~ 
° 
ce 
oe 
a 
= 
bm 
© 
Z 
wy 
— 
oO 
_ 
oo 
Q 
[=) 
e 
Z 
} 
o 
& 
Pp 


qu peledur0o [Ig 





‘QOUBISISSB POS PUB Po2J 


000 ‘000 ‘eT 


(000 ‘000 ‘0Z) 
(1) 


000 ‘000 ‘ST$ 


Iq 
Ul PepuIsuimiooey 








000 ‘000 ‘ez 


(000 ‘000 “92) 


000 ‘000 ‘ez$ 


$9} VLITISE JOZpNg 


e 

is 
1s 
d 
le 
~ 
le 
= 
it 





124 2Y} UL papuawmuUoras SJUNDWUD puD sagnwmYysa yabpng fo yuawmaznis aarynupdwog 


‘asodind sty1 103 NN0‘N00‘S TS poAoirddes 
AoueZ19u19 JO] puNg Buraloaoy uvoy s9Xsestq7 Jo OOO‘OOO'SZTS o8N 03 pesodoid os¥nsuv’y ; 


9 


I Ja3deyQH ‘e107, 


1, vol. 1 


ee ee ee ee ee ee, eee Oe ae SUOTI}EZIIOUING UBOT 


vw 


puny Burajoasy uvory Jo4ys¥siqg 


NOILVULSININGY ANOPT SUTWUuvy 


H. Rept., 8 


SdINSBIU UOTJBAIISUOD AoueZi0w aw 


NOILVAUASNOO TWHOALTNOTDYV 


AUNALTINOIMSDV AO LNAWLYVdaAd 


5009°——58 


A7A1798 JO JuSUTIIVdOG 


a 


it 








CHAPTER II 


SUBCOMMITTEE 
PRINCE H. PRESTON, Georgia, Chairman 
ALBERT THOMAS, Texas CLIFF CLEVENGER, Ohio 
JOHN J. ROONEY, New York FRANK T. BOW, Ohio 
SIDNEY R. YATES, Illinois WALT HORAN, Washington 
JOHN F. SHELLEY, California MELVIN R. LAIRD, Wisconsin 


DANIEL J, FLOOD, Pennsylvania 
SMALL BUSINESS ADMINISTRATION 


Salaries and expenses.—Due to an expanded need for credit through- 
out the country, the volume of business loan applications being han- 
dled by the Small Business Administration has nearly doubled during 
the past few months. It is expected that this trend will continue 
during the coming spring and summer. 

In October and again in December, the Bureau of the Budget 
reapportioned the administrative funds to enable the agency to obtain 
additional employees to handle the increased workload not foreseen in 
the budget request for fiscal year 1957. House Document No. 48 
included language authorizing the transfer of $1,300,000 from the 
Revolving Fund to Salaries and Expenses to cover the additional 
282 persons employed to meet this situation. 

The Committee recommends the sum of $1,100,000 for this purpose, 
a reduction of $200,000 in the estimate. Testimony before the Com- 
mittee indicates that there was an unobligated balance of over $200,000 
as of December 31, due to delays in recruiting personnel during 
October, November and December. Since this represents a true 
saving, the Committee feels that the additional transfer proposed in 
the accompanying bill should be reduced accordingly. 

Revolving Fund.—Additional capital in the amount of $50,000,000 
was proposed in House Document No. 48 to meet estimated loan 
requirements during the balance of the current fiscal year. On 
December 31, the balance in the Revolving Fund had been reduced to 
$15,600,000. At the present rate of approvals, it is expected that 
this amount will be fully committed early in February. 

The Committee recommends additional capital funds in the amount 
of $45,000,000, a reduction of $5,000,000 in the estimate. The budget 
proposal included a reserve of approximately $5 million above and 
beyond the amount needed to cover loans expected to be approved 
through next June 30. The Committee does not feel that such reserve 
is necessary, since additional funds can be provided at a later date for 
the fiscal year beginning next July 1, if needed. 

The use of these funds is contingent upon an increase in the legisla- 
tive limitation on the amount of business loans which may be out- 
standing at any one time. Therefore, language has been inserted in 
the bill making these funds available only upon the enactment of basic 
legislation by Congress to raise this limitation. 








~ 
ad 
o 
_ 
a 
8 
os 
A 
oO 
eB 
4 
a 
oe 
° 
oo 
~ 
= 
< 
bw 
oO 
A 
QQ 
o- 
oO 
— 
fe 
mK 
a 
e 
a 
_ 
oS 
me 
~ 





*SoSuUOdXO OATYBVIYSTUILIPB JO} puNg BULA[OAVY w10IJ JoJsuBly, 7 





000 ‘000 ‘¢— 000 ‘000 ‘¢F eee oe ee eee ee ee ee II s0ydeyy ‘1810, 
000 ‘000 ‘¢— 000 ‘000 ‘St eee he ee ee ae eee pung Zurajoaey 
(000 ‘00z$ — ) (000 ‘OOT ‘T$) (000 ‘00€ ‘T$) ee eee ee ete ey ; Sosusdxy puB solmeleg 


NOILVULSININGVY SSUNISNG TIVWS 


$9} 8UI]}Se 
yy peredui0o [1g iq Uy] pepueumocey sojeul}se Jospng AX A}08 IO JuouTJIEdeGg 





11°49 242 UL papuaemUoos SJUNOWUD PUD sazDUMYysa jabpng fo JUuIwWayD}s aayDsDd Mog 


8P 
SP 


“ON 
‘00d ‘H 








CHAPTER III 


SUBCOMMITTEE 

JOHN E. FOGARTY. Rhode Island, Chairman 
HENDERSON LANHAM, Georgia JOHN TABER, New York 
WINFIELD K. DENTON, Indiana MELVIN R. LAIRD, Wisconsin 


DEPARTMENT OF HEALTH, EDUCATION AND WELFARE 
Pusiic HeattH SERVICE 


Foreign Quarantine Service-—The Committee has denied the request 
for $67,500 to enable the Service to provide quarantine inspection of 
vessels on a 24-hour basis. At the present time, inspections are made 
only during daylight hours with a few special exceptions. The request 
was practically the same as a request submitted last July to the 84th 
Congress and similarly denied. 

There is no doubt that it would be a great convenience to many 
shippers for quarantine service to be available at any time during the 
day or night. Having service available outside regular hours would 
result in dollar savings to the shippers many times the cost of such 
service. Such service is available for immigration and customs 
clearance. However, when either the Immigration and Naturalization 
Service or the Customs Bureau is requested to render service outside 
their regular hours, they do so only with the agreement of the shipper 
to pay the full cost. It is still the opinion of the Committee that a 
more nearly uniform method of financing the basically similar activities 
of these three agencies should be worked out. 


SociAL Securtry ADMINISTRATION 


Grants to States for public assistance.—The Committee has included 
$275,000,000 in the bill, a reduction of $2,000,000 in the request for 
$277, 000 000. Almost all of this request is necessitated by legislation 
passed late in the last session of Congress. That legislation establishes 
mathematical formulas for granting these funds to the States. The 
amount requested represents the Department’s best estimate of the 
amount required to fulfill the Government’s legal obligations for pro- 
gram funds plus the costs of administering the programs within the 
States. Under the law these costs are beyond administrative control 
except for the relatively small amount for administration of the pro- 
grams. While the latter amount is relatively small it represents a 
total of approximately $100,000,000 at the current rate of expenditure. 
The Committee has been disturbed at the large increases that occur 
every year in the cost of administration. In 1950 these costs were 
$57,281,000 and they have increased substantially every year since. 
They are estimated to be $101,000,000 during the current fiscal year 
if no special restrictions are imposed. This would be an increase of 
75 percent since 1950 while the case-load under the Public Assistance 
programs has increased less than 3 percent. The Committee realizes 
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that salary increases, increases in other costs, above average increases 
in the more difficult cases and other factors have made necessary a much 

eater increase in administrative expenses than the increase in case- 
oad, but the Committee is of the definite opinion that the increase in 
costs is more than is necessary or desirable. As a step in the direction 
of controlling these costs, a limitation of $99,000,000 on fiscal year 1957 
administrative expenses has been included in the bill. 

The amount of $275,000,000 included in the bill, will, if approved 
by the Congress, make a total appropriation of $1,575,000,000 for the 
fiscal year 1957. This is the largest amount ever appropriated for 
this purpose in a single year. 
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CHAPTER .. 
SUBCOMMITTEE 


MICHAEL J. KIRWAN, Ohio, Chairman 


W. F. NORRELL, Arkansas BEN F, JENSEN, Iowa 
ALFRED D. SIEMINSKI, New Jersey IVOR D. FENTON, Pennsylvania 
DON MAGNUSON, Washington HAMER H. BUDGE, Idaho 


DEPARTMENT OF THE INTERIOR 
AcquIisiITION oF Domestic MINERALS 


The Committee has disallowed the supplemental budget request of 
$30,060,000 to continue, under Public Law 733, the domestic purchase 
of tungsten, asbestos, fluorspar, and columbium-tantalum for the re- 
mainder of the current fiscal year. Considering that there is clearly 
no defense justification for further acquisition of these minerals, the 
Committee feels that continuation of this subsidy program at an 
estimated total cost of $91,000,000 is entirely unwarranted. 

The Director of the Office of Defense Mobilization assured the 
Congress in June, 1956, that there was no defense justification for 
further domestic purchase of any of these four minerals, pointing out 
that in each instance the amount on hand and on order met both the 
minimum and long-term stockpile objectives. For example, Mr. 
Flemming testified as follows concerning tungsten, for which 
$68,750,000 has been proposed, representing 80 percent of the total 
purchase program: 


“Tungsten on hand exceeds both the minimum and long-term 
stockpile objectives. The inventory plus orders is larger 
than the total 5-year wartime requirements. . . . There 
is clearly no defehne justification for a continuation of this 
program because even without any access to either domestic 
or foreign sources of supply in the event of war, we would 
have enough in the stockpile to meet total requirements for 
approximately a 5-year period.” 


The Committee believes there is even less justification for continuing 
this subsidy program at this time than there was on August 14, 1955, 
when the President vetoed H. R. 6373 which would have directed the 
continuation of the existing domestic minerals purchase programs 
under the Defense Production Act for certain minerals, including 
at least three of the four in question. In his veto message, the 
President said: 


* * * “Finally, the provisions of H. R. 6373 would apply 
to only a small segment of the domestic minerals industry 
and would not reach the fundamentals of the program. In- 
deed this bill would make solution of the overall problems of 
the industry more difficult. * * * The interests of the do- 
mestic minerals industry will be better served by proceeding 
with the careful development of a long-range minerals pro- 
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gram than by approving a stopgap measure extending sub- 
stantial Government aid to only a segment of the industry.” 


It is obvious that no long-range program has yet been developed 
by the Administration. This is best evidenced from a review of the 
situation prevailing in the tungsten industry. Since 1951 the Govern- 
ment has purchased from domestic producers, at $63 per unit, 3 million 
short-ton units under Defense Production Act authority at a total 
cost of $187,562,751. During this period, the Government also 
awarded certificates of tax necessity and provided assistance under 
Defense Minerals Exploration programs to many of these same 
producers. 

During the first half of 1956 almost all of the domestic production 
was being delivered to the Government under the purchase program at 
the price of $63 per unit, while industrial needs were being supplied 
from imports at about $43 per unit. As the amount on hand and on 
order exceeded even long-term stockpile objectives, it was necessary 
a June, 1956, to discontinue defense purchases from domestic pro- 

ucers. 

Under the new subsidy program, the Government has purchased 
since August 1, 1956, over $15,000,000 worth of tungsten from. domes- 
tic producers at $55 per unit while the U. S. market price was approx- 
imately $35. It should be noted that while it was contended that 
about 700 domestic producers might benefit from this program, only 
49 producers have participated, 9 of whom have received 87 percent 
of the funds. 

The largest purchase during this period was from a group of three 
affiliated companies and totaled $2,875,730, representing 19 percent 
of the total. A top executive of these companies testified previously 
that the authorizing legislation was needed in order that the domestic 
mines ‘‘can survive foreign competition.” The Committee was 
astounded to discover through its own investigation that a dominant 
company in this group has the largest contract to supply tungsten 
to the Government from foreign mines. The Committee is advised 
that this contract, for the purchase of over $39,000,000 of tungsten 
at $55 a unit, will not terminate until December 1959. 

In the light of these facts, there can be no sound justification for 
continuing in peacetime a subsidization program for the sole benefit 
of a very limited segment of the industry at such an exorbitant cost 
to the taxpayers of the nation. 
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CHAPTER IV 


SUBCOMMITTEE 
W. F. NORRELL, Arkansas, Chairman 
MICHAEL J. KIRWAN, Ohio WALT HORAN, Washington 
JOHN J. ROONEY, New York FRANK T. BOW, Ohio 


LEGISLATIVE BRANCH 
House oF REPRESENTATIVES 
This chapter carries funds for the usual gratuity payments to the 


beneficiaries of four deceased members of the House of Representa- 
tives. 
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LIMITATIONS AND LEGISLATIVE PROVISIONS 


The following limitations and legislative provisions not heretofore 
carried in connection with any appropriation bill are recommended: 


On page 4, beginning in line 6, and again in line 15, in connection 
with the Small Business Administration 
Provided, That this authorization shall be effective only upon 
enactment of S. 637, or similar legislation, increasing the 
limitation on the amount of business loans which may be out- 
standing at any one time. 
On page 4, beginning in line 25, in connection with the Social 
Security Administration 
Provided, That not to exceed $99,000,000 of the funds available 


under this head for the fiscal year ending June 30, 1957 shall be 
expended for State and local administration. 


O 
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85TH CONGRESS t HOUSE OF REPRESENTATIVES { Report 
1st Session No. 25 





AMENDING THE SMALL RECLAMATION PROJECTS ACT 
OF 1956 


Frsruary 4, 1957.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Enate, from the Committee on Interior and Insular Affairs 
? 
submitted the following 


REPORT 


[To accompany H. R. 2146] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 2146) to amend the Small Reclamation Proj- 
ects Act of 1956, having considered the same, report favorably thereon 
with amendments and recommend that the bill, as amended, do pass. 

The amendments are as follows: 

Page 2, line 1, strike out the sentence: 


No appropriation shall be made for financial participation 
in such project until it has been approved by resolutions of 
the House and Senate Interior and Insular Affairs Com- 
mittees. 

Page 2, line 11, strike out the word “the’’. 

Page 2, following line 14, insert new language as follows: 


(b) Add a new subsection (d) to section 4 (the present sub- 
section (d) being relettered (e)) reading as follows: 

‘“(d) Upon receipt of the Secretary’s findings and approval 
with respect to any project not theretofore authorized for con- 
struction under the Federal reclamation laws, they shall be 
referred to the Committees on Appropriations and on Interior 
and Insular Affairs of the House of Representatives and the 
Senate. No appropriation shall be made for financial partici- 
pation in any such project prior to 60 calendar days (which 
60 days, however, shall not include days on which either the 
House of Representatives or the Senate is not in session be- 
cause of an adjournment of more than 3 calendar days to a 
day certain) from the date on which the Secretary’s findings 
and approval are submitted to the Congress and then only if, 
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within said 60 days, neither the House nor the Senate In- 
terior and Insular Affairs Committee disapproves the project 
proposal by committee resolution and so notifies both Ap- 
propriations committees in writing: Provided, That if, prior to 
the expiration of said 60 days, both the House and the Senate 
Interior and Insular Affairs Committees approve the project 
proposal by resolution and so notify the Appropriations com- 
mittees in writing, appropriation of funds for the project may 
be made at any time. The provisions of this subsection (d) 
shall not be applicable to proposals made under section 6 of 
this Act.” 


Page 2, line 15, strike out “‘(b)”’ and insert ‘‘(c)’’. 
PURPOSE 


The purpose of this legislation is to modify certain language in the 
Small Reclamation Projects Act of 1956 objected to by the President 
at the time he approved the act, and thus permit this much needed 
program to get under way. 


BACKGROUND 


The Small Reclamation Projects Act (70 Stat. 1044) was enacted 
August 6, 1956. Briefly, the legislation provides for cooperation 
between the Federal Government and States or local public agencies 
in the development of small reclamation projects. Under this act 
such agencies can plan, construct, and operate small reclamation 
projects and receive substantially the same benefits and financial 
assistance from the Federal Government that they would receive 
if these projects were constructed as Federal reclamation projects. 
Such assistance is provided in the form of small loans and grants by 
the Federal Government. 

The act contains the following provisions in section 4 (c) (70 Stat. 
1044, 1045) relating to any contract authorized to be negotiated 
between the Secretary of the Interior and an applicant organization: 


* * * no such contract shall be executed by the Secretary 


prior to sixty calendar days * * * from the date on which 
the project proposal has been submitted to both branches 
of the Congress for consideration by the appropriate com- 
mittees thereof, and then only if neither such committee, by 
committee resolution and notification in writing to the 
Secretary, disapproves the project proposal within such 
period: Provided, That if both such committees, in the same 
manner and prior to the expiration of such period, approve 
the project proposal, then the Secretary may proceed to 
execute the contract: Provided further, That in the event 
either committee disapproves the project proposal, the 
Secretary shall not proceed further unless the Congress has 
approved the same. 


These provisions were placed in the legislation to give the Congress 
legislative oversight of the program without requiring each small 
project to be individually authorized by Congress. 

At the time the President approved the bill, he expressed the view 
that the above-quoted language violates the separation of powers 
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within the Government by dividing the responsibility for adminis- 
tering the program between the Secretary of the Interior and the 
Interior and Insular Affairs Committees of the House and Senate. 
The President further indicated that the small projects program would 
not be initiated until the language objected to was removed or revised. 
The President’s statement in full follows: 


STATEMENT BY THE PRESIDENT 


Tue Waite Hous, August 6, 1956, 

I have approved H. R. 5881, to supplement the Federal 
reclamation laws by providing for Federal cooperation in 
non-Federal projects and for participation by non-Federal 
agencies in Federal projects. 

The bill authorizes the Secretary of the Interior to con- 
tract with States, irrigation districts, water users’ associa- 
tions, and other eligible organizations within the 17 western 
reclamation States for the purpose of assisting such organiza- 
tions in the construction of small reclamation projects. 
The Federal assistance would be in the form of grants and 
loans within the limitations prescribed by the bill. 

I have approved this bill only because the Congress is not 
in session to receive and act upon a veto message and because 
I have been assured that the committees which handled the 
bill in the Congress will take action to correct its deficiencies 
early in the next session. Specifically, a provision found in 
section 4 (c) is seriously faulty. The section provides that— 

“* * * no such contract shall be executed by the Secretary 
prior to sixty calendar days * * * from the date on which 
the project proposal has been submitted to both branches 
of the Congress for consideration by the appropriate commit- 
tees thereof, and then only if neither such committee, by 
committee resolution and notification in writing to the Sec- 
retary, disapproves the project proposal within such period: 
Provided, That if both such committees, in the same manner 
and prior to the expiration of such period, approve the project 
proposal, then the Secretary may proceed to execute the con- 
tract: Provided further, That in the event either committee 
disapproves the project proposal, the Secretary shall not 
proceed further unless the Congress has approved the same.” 

This language would thus require, before a project negoti- 
ated under the act is allowed finality, a further act by the 
legislature. The action required can be viewed as either a 
legislative act or an executive act. However construed, con- 
stitutional defects are inherent. Viewed as requiring a fur- 
ther legislative act, the section is open to the objection that 
it involves an unlawful delegation by the Congress to its 
committees of a legislative function which the Constitution 
contemplates the Congress itself, as an entity, should exercise. 

If the further act is considered as not legislative in nature, 
then there is involved what appears to be an unconstitutional 
infringement of the separation of powers prescribed in articles 
I and II of the Constitution. I do not believe that the Con- 
gress can validly delegate to one of its committees the power 
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to prevent executive actions taken pursuant to law. To do 
so in this case would be to divide the responsibility for ad- 
ministering the program between the Secretary of the In- 
terior and the designated committees. Such a procedure 
would be a clear violation of the separation of powers within 
the Government and would destroy the lines of responsibility 
which the Constitution provides. 

Furthermore, the negotiation and execution of a contract 
is a purely executive function. Although the Congress may 
prescribe the standards and conditions under which executive 
officials may enter into contracts, it may not lodge in its 
committees or Members the power to make such contracts, 
either directly or by giving them the power to approve or 
disapprove a contract which an executive officer proposes 
to make. 

I believe it to be my duty to uphold the constitutional 
principle that only the Congress can make the laws and 
only the executive branch can administer them. I am 

certain that there is little disagreement with this proposition 

and I have been assured that the purpose of the Congress 
in approving section 4 (c) was to facilitate legislative over- 
sight of a new program. Fortunately, that objective can be 
attained through well-tested procedures fully compatible 
with our system of government; for example, the Congress 
may require the Secretary of the Interior to submit such 
reports as it may find of value in carrying on its legislative 
functions. 

Because of the general merit of this measure, I am approv- 
ing it. The Secretary of the Interior will review project 
proposals received by the Department and will prepare to 
take action as soon as appropriations are made to implement 
the bill and section 4 (c) has been removed or revised. 
If the Congress will act promptly after it convenes in January, 
there need be no delay in starting this program. 


OBJECTIVE OF AMENDMENT 


The objective of the author and the committee, in writing an amend- 
ment to the Small Reclamation Projects Act, has been to retain in 
the Congress legislative oversight of the small projects program and 
at the same time adopt language acceptable to the President so that 
the much-needed program can get under way. Without pursuing the 
point raised by the President as to whether the language in the act 
does or does not violate the separation of powers within the Govern- 
ment, the committee believes that proper legislative oversight of the 
program can be accomplished by establishing certain procedures within 
the legislative branch. Such procedures relate to the appropriation 
of funds for Federal financial participation in these small projects 
rather than to the approval or disapproval of a project proposal of 
the Secretary. Precedent for requiring procedures similar to those 
herein proposed may be found in at least two existing acts: Public 
Law 519, 83d Congress, relating to the lease-purchase program, and 
Public Law 1018, 84th Congress, amending the Watershed Protection 
and Flood Prevention Act. 
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LANGUAGE OF THE BILL 


As originally written the amendment would have required approval 
of each project proposal by both the House and Senate Interior and 
Insular Affairs Committees. With the objective of simplifying the 
procedure as much as possible, the committee adopted amendments 
which would permit small projects to go forward unless one of the 
legislative committees objects within a specified period. 

“Under the language here reported, the Secretary’s findings and ap- 
proval with respect to small projects are to be transmitted to the 
Congress. Such findings and approval of the Secretary are referred to 
the C ‘ommitte es on Appropri iations and Interior and Insular Affairs of 
the House and Senate. ‘The legislation provides a 60 calendar day 
review period (not to include periods of adjournment by either body). 
This period gives the Hovse and Senate Interior and Insular Affairs 
Committees 2n opportunity to examine and act upon the project 
proposals and to notify both Appropristions Committees in the event 
of disapproval of any project propesal. The appropriation of funds 
for a project may be made at any time after the expiration of the 60-day 
period without saeliien tion of disapprova ul by either of the legislative 
committees or after receipt of notification that both legislative com- 
mittees have approved the project. If either of the legisle tive com- 
mittees disapprove a project proposel, appropriation of funds may be 
made only upon enactment of leg islation approving such project. 
These procedures do not apply to projects which have theretofore been 
authorized for construction under the Federal reclamation laws. 


VIEWS OF THE DEPARTMENT OF THE INTERIOR AND THE BUREAU OF THE 
BUDGET 


By letter of January 22, the Department of the Interior expressed 
its views with respect to the language in the original bill. The 
Devartment suggested alternative language. 

The views of the Bureau of the Budget, which express agreement 
with Interior’s suggested language, are given in a letter to the Secretary 
dated January 25, 1957. The Bureau of the Budget further expresses 
the view that the procedure prescribed in the original bill might prove 
cumbersome. 

The committee’s objection to the suggested language is that it 
provides no control of the program by the Congress and no procedure 
for holding up construction of a project in the event of disapproval by 
the legislative committees. The committee believes that the pro- 
cedure prescribed in the language here reported will prove workable 
and satisfactory to all concerned. 

The Department’s letter of January 22 and the Bureau of the 
Budget’s letter of January 25 follow: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., January 22, 1957. 
Hon. Cuatr ENGLE, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 

My Dear Mr. Enate: In your letter of November 21, you asked 
for my views on a draft of amendment to the Small Reclamation 
23009° 
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Projects Act of 1956 (Public Law 984, 84th Cong.) which was enclosed 
with your letter. 

We have given the matter serious consideration and, while we 
recognize the improvement which your language represents over that 
in the present law, have concluded that the cleanest way of meeting 
the problem would be to strike the language to which the President 
objected.. A draft of bill along this line is enclosed for your considera- 
tion. This approach, we believe, will not hamper the proper legisla- 
tive oversight which the Congress may exercise. 

Sincerely yours, 
Frep G. AANDAHL, 
Assistant Secretary of the Interior. 


A BILL To amend the Act of August 6, 1956, relating to the construction of small 
reclamation projects 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That section 4, subsection (c), 
of the Act of August 6, 1956 (70 Stat. 1044, 1045), is hereby amended 
to read as follows: 

“Tf the project is found by the Secretary and the Governor of the 
State in which it is located (or an appropriate State agency designated 
by him) to be financially feasible and upon determination by the 
Secretary that the requested project constitutes a reasonable risk 
under the provisions of this Act, the Secretary is hereby authorized 
to negotiate a contract with the applicant organization as provided in 
section 5; but no such contract shall be executed by the Secretary 
prior to sixty calendar days (which sixty days, however, shall not in- 
clude days on which either the House of Representatives or the Senate 
is not in session because of an adjournment of more than three days to 
a day certain) from the date on which the project proposal has been 
submitted to both branches of the Congress for consideration by the 
appropriate committees thereof. The Secretary at the time of sub- 
mitting the project proposal to Congress or at the time of his determi- 
nation that the requested project constitutes a reasonable risk under 
the provisions of this Act, may reserve from use or disposition inimical 
to the project any lands and interests in land owned by the United 
States which are within his administrative jurisdiction and subject 
to the disposition by him and which are required for use by the project. 
Any such reservation shall expire at the end of two years unless the 
repayment contract provided for in section 5 of this Act shall have been 
executed.” 


Executive OFFrice oF THE PRESIDENT, 
Bureau or THE BupGeT, 
Washington 25, D. C., January 25, 1957. 


The honorable the Secrerary OF THE INTERIOR. 

My Dear Mr. Secretary: This will confirm advice given Mr. 
Stevens by telephone regarding the testimony the Department is 
presenting to the House Committee on Interior and Insular Affairs 
regarding H, R. 2146. 

The Bureau of the Budget concurs in the view of the Department 
of the Interior that the elimination of all that portion of section 4 (c), 
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which provides for a waiting period and for the vetoing of proposed 
contracts by either of the two committees, would be the clearest and 
surest way of meeting the President’s objections to the original lan- 
guage of the Small Reclamation Projects Act. If, however, the 
committee believes that the Congress should have an opportunity to 
consider proposed projects prior to the execution of the contracts by 
the Secretary of the Interior, this objective could be met most satis- 
factorily by the procedure contemplated by S. 340. Under that bill 
the Secretary would be required to submit project proposals to the 
Congress 60 days prior to executing contracts with the applicant 
organization. In our judgment the procedure prescribed in H. R. 
2146, which requires affirmative approval by regulation of the two 
committees prior to the making of appropriations for small reclamation 
projects, might prove cumbersome. 
Sincerely yours, 
Rocer W. Jones, 
Assistant Director for Legislative Reference. 


The Committee on Interior and Insuler Affairs recommends enact- 
ment of H. R. 2146, as amended. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Act or Avaust 6, 1956 (70 Srat. 1044) 


The purpose of this Act is to encourage State and local participation 
in the development of projects under “the Federal reclamation laws 
and to provide for Federal assistance in the development of similar 
projects in the seventeen western reclamation States by non-Federal 
organizations. ° 

Sec. 2. As used in this Act— 

(a) The term ‘construction’ shall include rehabilitation and better- 
ment. 

(b) The term “Federal reclamation laws’ shall mean the Act of 
June 17, 1902 (32 Stat. 388), and Acts amendatory thereof or supple- 
mentary thereto. 

(c) The term “organization” shall mean a State or a department, 
agency, or political subdivision thereof or a conservancy district, irri- 
gation district, water users’ association, an agency created by inter- 
state compate, or similar organization which has capacity to contract 
with the United States under the Federal reclamation laws 

(d) The term “project”? shall mean (i) any complete irrigation 
undertaking, including incidental features thereof, or distinct unit of 
such an undertaking or a rehabilitation and betterment program for 
an existing irrigation project, authorized to be constructed pursuant 
to the Federal reclamation laws and (ii) any similar undertaking pro- 
posed to be constructed by an organization. The term “project’’ shall 
not include any such undertaking, unit, or program the cost of which 
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exceeds $5,000,000: Provided, That any project, the estimated cost of 
which is more than $5,000, 000 but less than $10,000,000, may qualify 
under this Act if the applicant organization is ready, able, and willing 
to finance otherwise than by loan or grant under this Act all costs in 
excess of the amount of the loan or grant which would be made under 
this Act if the estimated construction cost were $5,000,000: Provided 
further, That nothing contained in this definition shall preclude the 
making of a grant not in excess of $5,000,000 in accordance with the 
provisions of sections 4 and 5 of this Act, to organizations whose pro- 
posed projects qualify for the same but which are not applicants for 
a loan under this Act: And provided further, That nothing contained 
in this Act shall preclude the making of more than one loan or grant, 
or combined loan and grant, to an organization so long as not two such 
loans or grants, or combinations thereof, are for the same project, as 
herein dejined. 

(e) be? term 

SEC. 


“6g 


ecretary” shall mean the Secre tary of the Interior. 
Any organization desiring to avail itself of the benefits pro- 
vided in this ‘Act shall submit a proposal therefor to the Seeretary in 
such form and manner as he shall prescribe. Each such proposal shall 
be accompanied by a payment of $1,000 to defray, in part, the cost of 
examining the proposal. 

Sec. 4. (a) Any proposal with respect to the construction of a 
project which has not theretofore been authorized for construction 
under the Federal reclamation laws shall set forth, among other 
things, a plan and estimated cost in detail comparable to those in- 
cluded in preauthorization reports required for a Federal recluma- 
tion project; shall have been submitted for review by the States of 
the drainage basin in which the project is located in like manner as 
provided in subsection (c), section 1 of the Act of December 22, 1944 
(58 Stat. 887), except that the review may be limited to the State or 
States in which the project is located if the proposal is one solely for 
rehabilitation and betterment of an existing project; and shall include 
a proposed allocation of capital costs to functions such that costs for 
facilities used for a single purpose shall be allocated to that purpose 
and costs for facilities used for more than one purpose shall be so 
allocated among the purposes served that each purpose will share 
equitably in the costs of such joint facilities. 

(b) Every such proposal shall include a showing that the organiza- 
tion already holds or can acquire all lands and interests in land 
(except public and other lands and interests in land owned by the 
United States which are within the administrative jurisdiction of the 
Secretary and subject to disposition by him) and rights, pursuant 
to applicable State law, to the use of water necessary for the successful 
construction, operation, and maintenance of the project and that it is 
ready, able, and willing to finance otherwise than by loan and grant 
under this Act such portion of the cost of construction (which portion 
shall include all costs of ac quiring lands, interests in land, and rights 
to the use of water) as the Secretary shal! have advised is proper in 
the circumstances: Provided, That the contribution of any applicant 
organization shall not be required to be in excess of 25 per centum 
of the costs of the project whic’), if it were being constructed as a 
Federal reclamation project, would be properly ‘allocable to reim- 


bursable functions under general provisions of law applicable to such 
projects. 
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[(c) If the project is found by the Secretary and the Governor of 
the State in which it is located (or an appropriate State agency desig- 
nated by him) to be financialiy feasible and upon determination by the 
Secretary that the requested project constitutes a reasonable risk 
under the provisions of this Act, the Secretary is hereby authorized.to 
negotiate a contract with the applicant organization as provided in 
section 5; but no such contract shall be executed by the Secretary prior 
to sixty calendar days (which sixty days,. however, shall not include 
days on which either the House of Representatives or the Senate is 
not in session because of an adjournment of more than three days to 
a day certain) from the date on which the project proposal has been 
submitted to both branches of the Congress for consideration by the 
appropriate committees thereof, and then only if neither such com- 
mittee, by committee resolution and notification in writing to the 
Secretary, disapproves the project proposal within such period: Pro- 
vided, That if both such committees, in the same manner and prior 
to the expiration of such period, approve the project proposal, then 
the Secretary may proceed to execute the contract: P rovided further, 
That in the event either committee disapproves the project proposal, 
the Secretary shall not proceed further unless the Congress has ap- 
proved the same. The Secretary at the time of submitting the project 
proposal to Congress or at the time of his determination.that the 
requested project constitutes a reasonable risk under the provisions of 
this Act, may reserve from use or disposition inimical to the project 
any lands and interests in land owned by the United States which are 
within his administrative jurisdiction and subject to the disposition 
by him and which are required for use by the project. Any such reser- 

vation shall expire at the end of two vears unless the repayment 
contract provided for in section 5 of this Act shall have been executed. J 

(c) At such time as a project is found by the Secretary and the Governor 
of the State in which it is located (or an appropriate Siate agency desig- 
nated by him) to be financially feasible, is determined by the Secretary to 
constitute a reasonable risk under the provisions of this Act, and is 
approved by the Secretary, such findings and approval shall be transmitted 
to the Congress. No appropriation shall be made for financial participa- 
tion in such project until it has been approved by resolutions of the-House 
and Senate Interior and Insular Affairs Committees. The Secretary, at 
the time of submitting the project proposal to Congress or at the time of 
his determination that the requested project constitutes a reasonable risk 
under the provisions of this Act, may reserve from use or disposition 
inimical to the project any lands and interests in land owned by the 
United States which are within his administrative jurisdiction and sub- 
ject to the disposition by him and which are required for use by the project. 

Any such reservation shall expire at the end of two years unless the con- 
tract provided for in section 5 of this Act shall have been executed. 

(d) The Secretary shall give due consideration to financial feasi- 
bility, emergency, or urgent need for the project, whether the proposal 
involves furnishing supplemental irrigation water for an existing irri- 
gation project, w hether the proposal involves rehabilitation of existing 
irrigation project works, and whether the proposed project is primarily 
for irrigation. All project works and facilities constructed under this 
Act shall remain under the jurisdiction and control of the local con- 
tracting organization subject to the terms of the repayment contract. 
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[Sec. 5. Any contract authorized to be negotiated under the pro- 
visions of subsection (c) of section 4 of this Act shall set out, among 
other things—] 

Src. 5. Upon approval of any project proposal by the Secretary under 
the provisions of section 4 of this Act he may negotiate and execute a con- 
tract which shall set out, among other things — 

(a) the maximum amount of any loan to be made to the organi- 
zation and the time and method of making the same available to 
the organization. Said loan shall not exceed that portion of the 
estimated cost of constructing the project which, if it were being 
constructed as a Federal reclamation project, would be properly 
allocable to reimbursable functions under general provisions of 
law applicable to such projects; 

(b) the maximum amount of any grant to be accorded the 
organization and the time and method of paying the same to the 
organization. Said grant shall not exceed that portion of the 
estimated cost of constructing the project which, if it were being 
constructed as a Federal reclamation project, would be properly 
allocable to nonreimbursable functions under general provisions 
of law applicable to such projects; 

(c) a plan of repayment by the organization of (1) the sums 
lent to it in not more than fifty years from the date when the 
principal benefits of the project ‘first become available; (2) inter- 
est, as determined by the Secretary of the Treasury, by estimating 
the average annual yicld to maturity, on the basis of daily closing 
market bid quotations or prices during the month of May pre- 
ceding the fiscal year in which the loan is made, on all outstanding 
marketable obligations of the United States having a maturity 
date of fifteen or more years from the first day of such month of 
May, and by adjusting such estimated average annual yield to 
the nearest one-eighth of 1 per centum at the beginning of the 
fiscal year preceding the date on which the contract is executed, 
on that pro rata share of the loan which is attributable to fur- 
nishing irrigation benefits in each particular year to land held in 
private ownership by any one owner in excess of one hundred and 
sixty irrigable acres; and (3) in the case of any project involving 
an allocation to domestic, industrial, or municipal water supply, 
or commercial power produced as an element of the project and 
incidental to its full development, interest on the unamortized 
balance of an appropriate portion of the loan at a rate as deter- 
mined in (2) above; 

(d) provision for operation of the project, if a grant predic aver 
upon its performance of nonreimbursable functions is made, 
accordance with regulations with respect thereto prescribed bi 
the head of the Federal department or agency primarily concerned 
with those functions and, in the event of noncompliance with such 
regulations, for operation by the United States or for repayment 
to the United States of the amount of any such grant; 

(e) such provisions as the Secretary shall deem necessary or 
proper to provide assurance of and security for prompt repayment 
of the loan and interest as aforesaid. The liability of the United 
States under any contract entered into pursuant to this Act shall 
be contingent upon the availability of appropriations to carry out 
the same, and every such contract shall so recite; and 
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(f) provisions conforming to the preference requirements con- 
tained in the proviso to section 9 (c) of the Act of August 4, 1939 
(53 Stat. 1193), if the project produces electric power for sale, 

Src. 6. Any proposal with respect to the construction of a project 
which has theretofore been authorized for construction under the Fed- 
eral reclamation laws shall be made in like manner as a proposal under 
section 4 of this Act, but the Secretary may waive such requirements 
of subsections (a) and (b) of that section as he finds to be duplicative 
of, or rendered unnecessary or impossible by, action already taken by 
the United States. Upon approval of any such proposal by the Secre- 
tary he may negotiate and execute a contract which conforms, as nearly 
as may be, to the provisions of section 5 of this Act. 

Sec. 7. Upon request of an organization which has made or intends 
to make a proposal under this Act, the head of any Federal department 
or agency may make available to the organization any existing engi- 
neering, economic, or hydrologic information and printed material 
that it may have and that will be useful in connection with the plan- 
ning, design, construction, or operation and maintenance of the project 
concerned. The reasonable cost of any plans, specifications, and other 
unpublished material furnished by the Secretary pursuant to this sec- 
tion and the cost of making and administering any loan under this 
Act shall, to the extent that they would not be nonreimbursable in the 
case of a project constructed under the Federal reclamation laws, be 
treated as a loan and covered in the provisions of the contract entered 
into under section 5 of this Act unless they are otherwise paid for by 
the organization. 

Sec. 8. The planning and construction of projects undertaken pur- 
suant to this Act shall be subject to all procedural requirements and 
other provisions of the Act of August 14, 1946 (60 Stat. 1080). 

Sec. 9. The Secretary is authorized to perform any and all acts and 
to make such rules and regulations as may be necessary or proper in 
carrying out the provisions of this Act. 

Suc. 10. There are hereby authorized to be appropriated, such sums 
as may be necessary, but not to exceed $100,000,000 to carry out the 
provisions of this Act: Provided, That the Secretary shall advise the 
Congress promptly on the receipt of each proposal referred to in sec- 
tion 3, and no contract shall become effective until appropriated funds 
are available to initiate the specific proposal covered by each contract. 
All such appropriations shall remain available until expended and 
shall, insofar as they are used to finance loans made under this Act, 
be re ee en in the manner hereinabove provided. 

Sec. 11. This Act shall be a supplement to the Federal reclamation 
laws vad may be cited as the Small Reclamation Projects Act of 1956. 

Sec. 12. If any provision of this Act or the application of such pro- 
vision to any person, organization, or circumstance shall be held in- 
valid, the remainder of the Act and the application of such provision to 
persons, organizations, or circumstances other than those as to which 
it is held invalid shall not be affected thereby. 


For information, the committee also sets forth below the changes 
in existing law made by the bill as amended (existing law proposed to 
be omitted is enclosed in black brackets, new matter is printed in italic, 
existing law in which no change is proposed is shown in roman): 


] 
j 
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Act or Avuaust 6, 1956 (70 Strat. 1044) 


The purpose of this Act is to encourage State and local participation 
in the development of projects under the Federal reclamation laws and 
to provide for Federal assistance in the development of similar projects 
in the seventeen western reclamation States by non-Federal organ- 
izations. 

Sec. 2. As used in this Act— 

(a) The term ‘“‘construction’’ shall include rehabilitation and better- 
ment. 

(b) The term “Federal reclamation laws” shall mean the Act of 
June 17, 1902 (32 Stat. 388), and Acts amendatory thereof or supple- 
mentarv thereto. 

(c) The term “organization” shall mean a State or a department, 
agency, or political subdivision thereof or a conservancy district, irri- 
gation distric -t, water users’ association, an agency created by interstate 
compact, or similar organization which has capacity to contract with 
the United States under the Federal reclamation laws. 

(d) The term “project’’ shall mean (i) any complete irrigation 
undertaking, including incidental features thereof, or distinct unit of 
such an undertaking or a rehabilitation and betterment program for 
an existing irrigation project, authorized to be constructed pursuant 
to the Federal reclamation laws and (ii) any similar undertaking pro- 
posed to be constructed by an organization. The term “project” shall 
not include any such undertaking, unit, or program the cost of which 
exceeds $5,000,000: Provided, That any project, the estimated cost of 
which is more than $5,000,000 but less than $10,000,000, may qualify 
under this Act if the applicant organization is ready, able, and willing 
to finance otherwise than by loan or grant under this Act all costs in 
excess of the amount of the loan or grant which would be made under 
this Act if the estimated construction cost were $5,000,000: Provided 
— That nothing contained in this definition shall preclude the 

naking of a grant not in excess of $5,000,000 in accordance with the 
adiveidiaie of sections 4 and 5 of this Act, to organizations whose pro- 
posed projects qualify for the same but which are not applicants for 
a loan under this Act: And provided further, That nothing contained 
in this Act shall preclude the making of more than one loan or grant, 
or combined loan and grant, to an organization so long as no two such 
loans or grants, or combinations ther ‘eof, are for the same project, as 
berein defined. 

(e) The term “Secretary” shall mean the Secretary of the Interior. 

Sec. 3. Any organization desiring to avail itself of the benefits pro- 
vided in this Act shall submit a proposal therefor to the Secretary in 
such form and manner as he shall prescribe. Each such proposal shall 
be eccompanied by a payment of $1,000 to defray, in part, the cost of 
examining the proposal. 

Sec. 4. (a) Any proposal with respect to the construction of a 
project which has not theretofore been authorized for construction 
under the Federal reclamation laws shail set forth, among other 
things, a plan and estimated cost in detail comparable to those in- 
cluded in preauthorization reports required for a Federal reclama- 
tion project; shall have been submitted for review by the States of 
the drainage basin in which the project is located in like manner as 
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provided in subsection (c), section 1 of the Act of December 22, 1944 
(58 Stat. 887), except that the review may be limited to the State or 
States in w hich the project is located if the proposal is one solely for 
rehabilitation and betterment of an existing project; and shall include 
a proposed allocation of capital costs to functions such that costs for 
facilities used for a single purpose shall be allocated to that purpose 
and costs for facilities used for more than one purpose chall be so 
allocated among the purposes served that each purpose will share 
equitably in the costs of such joint facilities. 

(b) Every such proposal shall include a showing that the organiza- 
tion already holds or can acquire all lands and interests in land 
(except public and other lands and interests in land owned by the 
United States which are within the administrative jurisdiction of the 
Secretary and subject to dispesition by him) and rights, pursuant 
to applicable State law, to the use of water necessary for the successful 
construction, operation, and maintenance of the project and that it is 
ready, able, and willing to finance otherwise than by loan and grant 
under this Act such portion of the cost of construction (which portion 
shall include ali costs of acquiring lands, interests in land, and rights 
to the use of water) as the Secretary shall have advised is proper in 
the circumstances: Provided, That the contribution of any applicant 
organization shall not be required to be in excess of 25 per centum 
of the costs of the project which, if it were being constructed as a 
Federal reclamation project, would be properly ‘allocable to reim- 
bursable functions under ge neral provisions of law applicable to such 
proje cts. 

i (c) If the project is found by the Secretary and the Governor of the 
State in which it 1s located (or an appropriate State agency designated 
by him) to be financially feasible and upon determination by the 
Secretary that the requested project constitutes a reasonable risk 
under the provisions of this Act, the Secretary is hereby authorized to 

negotiate a contract with the applicant organization as provided in 
section 5; but no such contract shall be executed by the Secretary prior 
to sixty calendar days (which sixty days, however, shall not include 
days on which either the House of Representatives or the Senate 
not in session because of an adjournment of more than three days 
a day certain) from the date on which the project proposal has or 
submitted to both branches of the Congress for consideration by the 
appropriate committees thereof, and then only if neither such com- 
mittee, by committee resolution and notification in writing to the 
Secretary, disapproves the project proposal within such period: Pro- 
vided, That if both such committees, in the same manner and prior 
to the expiration of such period, approve the project proposal, then 
the Secretary may proceed to execute the contract: Provided further, 
That in the event either committee disapproves the project proposal, 
the Secretary shall not proceed further unless the Congress has ap- 
proved thesame. The Secretary at the time of submitting the project 
proposal to Congress or at the time of his determination that the re- 
quested project constitutes a reasonable risk under the provisions of 
this Act, may reserve from use or disposition inimical to the project 
any lands and interests in land owned by the United States which are 
within his administrative jurisdiction and subject to the disposition by 
him and which are required for use by the project. Any such reserva- 
tion shall expire at the end of two years unless the repayment contract 
provided for in section 5 of this Act shall have been executed.] 
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(c) At such time as a project is found by the Secretary and the Governor 
of the State in which it rs located (or an appropriate State agency desig- 
nated by him) to be financially feasible, is determined by the Secretary to 
constitute a reasonable risk under the provisions of this Act, and is 
approved by the Secretary, such findings and approval shall be trans- 
mitted to the Congress. The Secretary, at the time of submitting the project 
proposal to Congress or at the time of his determination that the requested 
project constitutes a reasonable risk under the provisions of this Act, 
may reserve from use or disposition inimical to the project any lands 
and interests in land owned by the United States which are within his 
administrative jurisdiction and subject to disposition by him and which 
are required for use by the project. Any such reservation shall expire at 
the end of two years unless the contract provided for in section 5 of this 
Act shall have been executed. 

(d) Upon receipt of the Secretary’s findings and approval with respect 
to any project not theretofore authorized for construction under the 
Federal reclamation laws, they shall be referred to the Committees on 
Appropriations and on Interior and Insular Affairs of the House of 
Representatiwes and the Senate. No appropriation shall be made for 
financial participation in any such project prior to 60 calendar days 
(which 60 days, however, shall not include days on which either the 
House of Representatives or the Senate is not in session because of an 
adjournment of more than 3 calendar days to a day certain) from the 
date on which the Secretary’s findings and approval are submitted to 
the Congress and then only if, within said 60 days, neither the House 
nor the Senate Interior and Insular Affairs Committee disapproves the 
project proposal by committee resolution and so notifies both Appropria- 
tions committees in writing: Provided, That if, prior to the expiration 
of said 60 days, both the House and the Senate Interior and Insular 

Affairs Committees approve the project proposal by resolution and so 
notify the Appropriations committees in writing, appropriation of funds 
for the project may be made at any time. The provisions of this sub- 
section (d) shall not be applicable to proposals made under section 6 
of this Act. 

[(d)] (e) The Secretary shall give due consideration to financial 
feasibility, emergency, or urgent need for the project, whether the 
proposal ‘involves furnishing supplemental irrigation water for an exist- 
ing irrigation project, w hether the proposal involves rehabilitation of 
existing irrigation project works, and whether the proposed project is 
primarily for irrigation. All project works and facilities constructed 
under this Act shall remain under the jurisdiction and control of the 
local contracting organization subject to the terms of the repayment 
contract. 

. [Sec. 5. Any contract authorized to be negotiated under the pro- 
visions of subsection (c) of section 4 of this Act shall set out, among 
other things—] 

Sec. 5. Upon approval of any project proposal by the Secretary under 
the provisions of section 4 of this Act he may negotiate and execute a 
contract which shall set out, among other things— 

(a) the maximum amount of any loan to be made to the organi- 
zation and the time and method of making the same available to 
the organization. Said loan shall not exceed that portion of the 
estimated cost of constructing the project which, if it were being 
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constructed as a Federal reclamation project, would be properly 
allocable to reimbursable functions under general provisions of 
law applicable to such projects; 

(b) the maximum amount of any grant to be accorded the 
organization and the time and method of paying the same to the 
organization. Said grant shall not exceed that portion of the 
estimated cost of constructing the project which, if it were being 
constructed as a Federal reclamation project, would be properly 
allocable to nonreimbursable functions under general provisions 
of law applicable to such projects; 

(c) a plan of repayment by the organization of (1) the sums 
lent to it in not more than fifty years from the date when the 
principal benefits of the project first become available; (2) inter- 
est, as determined by the Secretary of the Treasury, by estimating 
the average annual yield to maturity, on the basis of daily clos- 
ing market bid quotations or prices during the month of May 
preceding the fiscal year in which the loan is made, on all out- 
standing marketable obligations of the United States having a 
mi iturity date of fifteen or more years from the first day of such 
month of May, and by adjusting such estimated average annual 
yield to the nearest one-eighth of 1 per centum at the beginning 
of the fiscal year prec eding the date on which the contract is 
executed, on that pro rata share of the loan which is attributable 
to furnishing irrigation benefits in each particular year to land 
held in private ownership by any one owner in excess of one 
hundred and sixty irrigable acres; and (3) in the case of any 
project involving an allocation to domestic, industrial, or munic- 
ipal water supply, or commercial power produced as an element 
of the project and incidental to its full development, interest on 
the unamortized balance of an appropriate portion of the loan 
as a rate as determined in (2) above 

(d) provision for operation of the project, if a grant predicated 
upon its performance of nonreimbursable functions is made, in 
accordance with regulations with respect thereto prescribed by 
the head.of the Federal department or agency primarily con- 
cerned with those functions and, in the event of noncompliance 
with such regulations, for operation by the United States or for 
repayment to the United States of the amount of any such grant; 

(e) such provisions as the Secretary shall deem necessary or 
proper to provide assurance of and security for prompt repay- 
ment of the loan and interest as aforesaid. The liability of the 
United States under any contract entered into pursuant to this 
Act shall be contingent upon the availability of appropriations 
to carry out the same, and every such contract shall so recite; and 

(f) provisions conforming to the preference requirements con- 
tained in the proviso to section 9 (c) of the Act of August 4, 1939 
(53 Stat. 1193), if the project produces electric power for sale. 

Sec. 6. Any proposal with respect to the construction of a project 
which has theretofore been authorized for construction under the Fed- 
eral reclamation laws shall be made in like manner as a proposal under 
section 4 of this Act, but the Secretary may waive such requirements 
of subsections (a) and (b) of that section as he finds to be duplicative 
of, or rendered unnecessary or impossible by, action already taken by 
the United States. Upon approval of any such proposal by the Sec- 











16 AMENDING SMALL RECLAMATION PROJiCTS ACT OF 1956 


retary he may negotiate and execute a ccntract which conforms as 
npany. 8 as may be, to the provisions of section 5 of this Act. 

Suc. 7. Upon request of an organization which has made or intends 
to make a proposal under this Act, the head of any Federal department 
or agency may make available to the organization any existing engi- 
neering, economic, or hydrologic information and printed material 
that it may have and that will be useful in connection with the plan- 
ning, design, construction, or operation and maintenance of the project 
concérned. ‘The reasonable cost of any plans, specifications, and other 
unpublished material furnished by the Secretary pursuant to this 
section and the cost of making and administering any loan under this 
Act shall, to the extent that they would not be nonreimbursable in the 
case of a project constructed under the Federal reclamation laws, be 
treated as a loan and covered in the provisions of the contract entered 
into under section 5 of this Act unless they are otherwise paid for by 
the organization. 

Szc. 8. The planning and construction of projects undertaken pur- 
suant to this Act shall be subject to all procedural requirements and 
other provisions of the Act of August 14, 1946 (60 Stat. 1080). 

Sec. 9. The Secretary is authorized to perform any and all acts and 
to make such rules and regulations as may be necessary or proper in 
carrying out the provisions of this Act. 

Sec. 10. There are hereby authorized to be appropriated, such sums 
as may be necessary, but not to exceed $100,000,000 to carry out the 
provisions of this Act: Provided, That the Secretary shall advise the 
Congress promptly on the receipt of each proposal referred to in sec- 
tion 3, and no contract shall become effective until appropriated funds 
are available to initiate the specific proposal covered by each contract. 
All such appropriations shall remain available until expended and 
shall, insofar as they are used to finance loans made under this Act, 
be reimbursable in the manner hereinabove provided. 

Sec. 11. This Act shall be a supplement to the Federal reclamation 
laws and may be cited as the Small Reclamation Projects Act of 1956. 

Sec. 12. If any provision of this Act or the application of such pro- 
vision to any person, organization, or circumstance shall be held in- 
valid, the remainder of the Act and the application of such provision to 
persons, organizations, or circumstances other than those as to which 
it is held invalid shall not be affected thereby. 


O 
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[Public Law 689, 84th Cong.) 


Resolved by the Senate and House of Representatives of the United States 
of America in Congress assembled, That not to exceed eighteen members 
of Congress shall be appointed to meet jointly and annually and when 
Congress is not in session, with representative parliamentary groups 
from other NATO (North Atlantic Treaty Organization) members, for 
discussion of common problems in the interests of the maintenance of 
peace and security in the North Atlantic area. Of the Members of the 
Congress to be appointed for the purposes of this resolution (hereinafter 
designated as the ‘‘United States Group”’), half shall be appointed by 
the Speaker of the House from Members of the House, and half shall 
be appointed by the President of the Senate from Members of the 
Senate. Not more than five of the appointees from the respective Houses 
shall be of the same political party. 


Sec. 2. An appropriation of $36,000 annually is authorized, $6,000 of 
which shall be for the annual contribution of the United States toward 
the maintenance of the North Atlantic Treaty Parliamentary Conference 
and $30,000, $15,000 for the House delegation and $15,000 for the Senate 
delegation, or so much thereof as may be necessary, to assist in meeting 
the expenses of the United States Group of the North Atlantic Treaty 
Parliamentary Conference for each fiscal year for which an appropriation 
is made, such appropriation to be dispersed on voucher to be approved 
by the Chairman of the House delegation and the Chairman of the 
Senate delegation. 

Sec. 3. The United States Group of the North Atlantic Treaty Parlia- 
mentary Conference shall submit to the Congress a report for each fiscal 
year for which an appropriation is made, including its expenditures 
under such appropriation. 

Sec. 4. The certificate of the Chairman of the House delegation and 
the Senate delegation of the North Atlantic Treaty Parliamentary 
Conference shall hereafter be final and conclusive upon the accounting 
officers in the auditing of the accounts of the United States group of the 
North Atlantic Treaty Parliamentary Conference.—July 11, 1956. 
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FOREWORD 


In submitting this report to the membership of the House, in ac- 
cordance with Public Law 689, 84th Congress (see p. tv), I do so with 
the complete understanding that it is presented as a report of the 
House delegation only. As chairman of this fine selection of Con- 
gressmen, I wish to make public acknowledgment of the keen sense 
of understanding and close cooperation demonstrated by all Members 
and our hard-working staff during these sessions. 

On behalf of the House delegation, I should like to take this 
opportunity to extend my deepest expression of gratitude and con- 
gratulations to Senator Theodore Francis Green, chairman of our 
joint congressional delegation, and his entire group of senatorial 
colleagues who so ably and conscientiously worked to make our 
country’s participation such a notable contribution to the progressive 
conclusions of the Conference. 

To the officials and representatives at the United States Embassy 
in Paris, under the capable direction of Ambassador Douglas Dillon, 
our appreciation is boundless for the many courtesies and assistance 
furnished, which made our Conference the gratifying success it was. 

I wish also to express special commendation for similar courtesies 
shown us by Hon. George W. Perkins, United States Ambassador to 
NATO; Gen. Lauris Norstad, Supreme Commander, Allied Forces 
Europe; and the Department of Defense for furnishing the Air Force 
escort officers who so capably handled the many travel arrangements 
and other incidental chores that belabor a trip of this magnitude. 
I take great pride in citing one noteworthy fact: that this country is 
so ably represented by these competent and devoted officials and 
employees. 

In conclusion, permit me the personal privilege of making my thanks 
known to one and all for the honor bestowed upon me in being elected 
President of the NATO Parliamentary Conference for the forthcoming 
year. My acceptance of this high office was with the humblest under- 
standing that I was representing all of our Members. It is a source of 
deep satisfaction to know that I have received the assurance of 
assistance and cooperation from our distinguished delegation durin 
my tenure of office. I, in turn, pledge to them my mkahioasied 
determination to faithfully execute the duties imposed by this office. 
Accordingly, I feel that our efforts will reflect credit upon this country 
and its Congress. 

Wayne L. Hays, Chairman, 
United States House of Representatives Delegation, 
Second NATO Parliamentary Conference. 


Vv 
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Mr. Hays of Ohio, from the Delegation of the United States House of 
Representatives to the Second NATO Parliamentary Conference, 
submitted the following 


REPORT 


[Pursuant to Public Law 689, 84th Cong.] 


The delegation appointed by the Speaker of the House of Repre- 
sentatives to the Second NATO Parliamentary Conference, pursuant 
to the authority contained in Public Law 689, 84th Congress, to meet 
jointly with the Senate at the annual meeting of parliamentary groups 
from other NATO countries, herewith submits a report of sessions 
which took place in Paris during the week of November 19-23, 1956. 


CONGRESSIONAL PARTICIPATION IN CONFERENCE 


As cited in Public Law 689 (84th Cong.), the purpose of the NATO 
Parliamentary Conferences is to permit “discussion of common 
problems in the interests of the maintenance of peace and security in 
the North Atlantic area.” 

As required by this public law, a House-Senate group was chosen by 
the Speaker of the House and Vice President, respectively (see p. 11). 
This joint body met in Paris on November 18, the day preceding the 
opening of the Conference, and chose Senator Green as chairman of the 
combined delegations. Representative Hays was elected to continue 
as the United States member to the Standing Committee of the NATO 
Parliamentary Conference. Subsequently, as committees were created 
by the Conference, members of the delegation were selected by the 
chairman to serve on the following committees— 


Political Committee 


Representative Eugene J. McCarthy 


Alternates: Senator Richard B. Russell and Senator Thomas 
H. Kuchel 
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Economic Committee 


Representative Karl M. LeCompte 
Alternates: Senator Edward J. Thye, Representative Victor 
L. Anfuso, and Representative Frank M. Clark 


Military Committee 
Senator Henry M. Jackson 


Alternates: Senator Carl T. Curtis and Representative Al- 
bert P. Morano 


Cultural Committee 


Senator J. William Fulbright 
Alternates: Representative Harris Ellsworth, Representative 
Frank J. Becker, and Representative Frank E. Smith 


ACTION OF THE CONFERENCE 


The Second NATO Parliamentary Conference met at the Palais de 
Chaillot in Paris from November 19 to 23. Unlike the first Conference 
which took place in the same building in July 1955, this meeting had 
a carefully worked-out agenda, considered common Atlantic prob- 
lems on the basis of studies prepared by experts, and adopted a num- 
ber of important resolutions. It also sought to explore ways of 
strengthening the whole fabric of the alliance by implementing article 2 
of the 1949 treaty (see p. 15, appendix). 

The discussions revolved on three main objectives of that article 
and policy proposals submitted in connection with each one: (a) For- 
tifying our free institutions and improving the consultative machinery 
of NATO; (6) broadening the understanding of NATO in the member 
countries through cultural interchange; and (c) developing the eco- 
nomic strength of the West. A fourth concern, of course, which was 
never lost sight of was the military position of NATO vis-a-vis new 
Soviet strategy and mounting economic prowess. 

As the parliamentarians began their deliberations, the Anglo-French 
action in the Suez area was of paramount interest. Views regarding 
this British-French movement in the Middle East were well venti- 
lated during discussion of article 1 of the North Atlantic Treaty 
(see p. 15). which underscores the pledge of the 15 members of NATO, 
including France and England, to settle their international disputes 
peacefully and to refrain from the use of force in any manner incon- 
sistent with the purposes of the United Nations. 

Highlighting the first formal action of the Conference was the honor 
bestowed on the United States delegation when Chairman Wayne L. 
Hays, of the House group, was elected unanimously to the position of 
President for the forthcoming year. He immediately assumed the 
chair and conducted the sessions. Mr. Hays succeeded Hon. Wishart 
MclL. Robertson, of Canada, whose final speech to the Conference was 
read in his absence by Hon. Charles A. Cannon, of Canada, A subse- 
quent action of the body voted unanimously to name Mr. Robertson 
as Honorary President in view of the leading role he had played in 
creating the NATO Parliamentary Conference and also serving as its 
first President. Other new Vice Presidents to be chosen were 
E. Bonnefous, of France; and P. Berendsen, of Germany. Vice Presi- 
dent Franz van Cauweleart, of Belgium; Treasurer Walter Elliot, of 
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the United Kingdom; and Secretary J. J. Fens, of the Netherlands, 
were reelected. 


RESOLUTION ON INCREASING UNDERSTANDING oF NATO 


In the afternoon session of the first day, the Conference was briefed 
by Lord Ismay, Secretary General to the NATO Council, and Gen. 
Alfred M. Gruenther, retiring Supreme Commander, Allied Forces, 
Europe, both urging the development of a broader understanding of 
the conception underlying the North Atlantic Treaty Organization. 
Subsequently, the Conference unanimously adopted the following 
resolution: 

The Conference, realizing the importance of the role of parliamentary and 

opular understanding of, and sympathy with, the conception underlying the 
North Atlantic Treaty Organization remits, as a matter of urgency, to the Stand- 
ing Committee, the study of the problems raised in the speeches of Lord Ismay 


ang Conant Gruenther, and in the debate in the full Conference on 20th November 
1956, 


Furure Rouse or PARLIAMENTARY CONFERENCE 


The proposals for a more authoritative parliamentary body for 
NATO posed several difficult issues, to wit: (a) Is there really a need 
for anything beyond the present parliamentary conference; (6) would 
not another assembly duplicate the existing consultative assemblies 
of the Council of Europe, lron and Steel Community, and the Western 
European Union; (c) what functions should the NATO Parliamenta 
Conference have; and (d) should its membership be coterminous wit 
NATO or inciude other western democracies (such as Australia, New 
Zealand, etc.)? 

Senator Theodore Francis Green expressed the sentiments of the 
United States delegation when he advised that most exhaustive study 
and deliberation be employed before trying to enlarge the status of 
the NATO Parliamentary Conference. We have no desire to create 
: world government, he said, or to arouse fears that we have such a 

esire. 

The United States delegation had no objection to further explora- 
tion of the future role and activity of the Parliamentary Conference, 
and so supported the following resolution, which was introduced by 
Rt. Hon. Walter Elliot, of the United Kingdom, and adopted by the 
Conference on November 23, 1956: 

That this Conference invites the Standing Committee to undertake either 
directly or by agency, a review of the questions raised in debate on the functions 
of this Conference, and to circulate a paper; so that the 1957 Conference may 
consider, in light of this study, if it so desires, whether the Conference should 
meet more frequently, whether the Standing Committee should increase its 


numbers, whether the Conference should seek advisory or consultative status, 
and other similar matters. 


NATO ParutaAMENTARY CONFERENCE BupGer 


The small permanent Secretariat of the Parliamentary Conference 
is operating for the period July 1, 1956, to June 30, 1957, on a budget 
of 7,165 English pounds. This sum would not have been sufficient for 
Conference expenses, in addition to the annual costs of maintainin 
the Secretariat, had it not been for the fact that the Internationa 
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Secretariat of NATO provided the Conference with facilities for 
translation, document reproduction, etc. 

In view of anticipated increases in the costs of maintaining the 
Secretariat for next year, when it will need to provide assistance for 
meetings of several committees created by the Conference, and to 
pursue other activities which heretofore could not be undertaken, the 
following budget resolution was adopted: 

Resolved, That this Conference considers that, in order to carry out the im- 


portant tasks laid before it by Lord Ismay and General Gruenther, in their 


speeches, a budget of 15,000 pounds per annum will be required, allocated on the 
present basis; and 


Invites the members of the Standing Committee to take up this question with 
their respective Governments. In addition, the Conference invites the Standing 
Committee to discuss with the North Atlantic Treaty Organization the possi- 
bility of a contribution from NATO funds. 


CONFERENCE RECOGNITION OF HUNGARIAN SITUATION 


A resolution, strongly supported by the entire United States dele- 
gation, urged Conference recognition of the plight of the people of 
Hungary. Senator Green, speaking during general debate, called 
attention to “the anguishing events of recent weeks in Hungary,” 
and suggested that ‘‘there is action which this body might take to 
draw public attention again to the crimes of the Kremlin people in 
Eastern Europe.” After a number of speakers made similar references 
to the tragic situation, the Conference adopted unanimously, without 
submission to a committee, the following resolution which was offered 
by C, J. Hambro, delegate from Norway: 

Whereas the parties to the North Atlantic Treaty have declared their deter- 


mination ‘‘to safeguard the freedom, common heritage and civilization of their 


peoples, founded on the principles of democracy, individual liberty and the rule of 
law’’; and 


Whereas events of recent weeks in Hungary have shown conclusively that the 


Soviet Union will not hesitate to use force to suppress human freedom: Now, 
therefore, be it 


6 Resolved, That this Second Conference of Members of Parliament from the NATO 
fountries: 

1. Expresses its profound shock at the wanton use of force against the 
people of Hungary who have sought in the best tradition of human freedom 
to govern themselves; and 

2. Affirms its belief that these actions make the unity and the solidarity 
of the Member Nations of NATO in upholding peace and collective security 
against any aggression more imperative than ever. 


EsTABLISHMENT OF A SPECIAL COMMITTEE ON SCIENTIFIC AND 
TECHNICAL PERSONNEL 


Opening debate on the subject of oe scientific and technical 
personnel in the free world, Senator Henry Jackson offered statistics 
indicating that Russia is producing more engineering experts than the 
free world and he warned that the ability of the Russian-trained engi- 
neers should not be underestimated. Not only would the training of 
engineers in greater numbers give the free world further insurance 
against the threat of war, in his opinion, but it would also provide men 
of the technical skills to develop more and better things for peace. 
Mr. Jackson proposed a resolution relating to the training of scientific 
and technical personnel. The resolution was referred to the Economic 
and Cultural Committees, reported upon favorably and later adopted 








SECOND NATO PARLIAMENTARY CONFERENCE 5 


in amended form by the Conference. The text of the resolution 
follows: 


Whereas, the parties to the North Atlantic Sam have agreed “separately 
and jointly, by means of continuous and effective self-help and mutual aid’ to 
“maintain and develop their individual and collective capacity to resist’ armed 
attack’ and to “encourage economic collaboration between any or all of them”; 

Whereas, the capacity of NATO to resist armed attack and to continue that 
economic growth which is the cornerstone of its freedom depends in large part 
upon the development and use of its existing and potential scientific and tech- 
nological talent; and 

Whereas, there is evidence that members of NATO may not have directed 
sufficient energy either (a) toward the maximum utilization of existing scientific 
and technological talent, or (b) toward the: development of: new talent: Now, 
therefore, be it 


Resolved, That this Second Conference of Members of Parliament from the NATO 


countries: 


1. Establishes, a Special Committee on Scientific and Technical Personnel 


to consist of one Representative from each state participating in this Con- 
ference; 


2. Requests, such Special Committee, the Chairman of which shall be 
designated by the President of the NATO Parliamentary Conference, to 
submit to the next session such findings and recommendations as it deems 
appropriate with respect to: 


(a) The present situation with respect to the training of scientific and 
technological personnel in the NATO Countries; 
(b) The relationship between NATO utilization of existing potential 


resources in this field and the utilization of similar resources by the 
Soviet Bloc; 

(c) The development of resources of scientific and technological 
personnel sufficient to enable the NATO Countries to maintain their 
individual and collective capacities to resist armed attack and to continue 
their economic growth essential.to their strength and well-being. 


3 Requests, the Parliaments of States members of NATO, as well as the 
Executive Agencies of those States, to assist the Special Committee created 
by this resolution in its study. 


Subsequently, Senator Jackson was named by Conference President 
Hays to serve as chairman of the special committee authorized by his 
resolution. 


Or SHORTAGE IN WESTERN EvROPE 


The evident shortage in Western Europe’s oil supply was the subject 
of considerable debate both in the plenary sessions of the Conference 
and meetings of the Economic Committee. This condition was 
effected by the closing of the Suez Canal and the cutting of pipelines 
in the Middle East. Fully realizing the serious impact such a situation 
would have on the entire economy of Western Europe, the United 
States delegation, however, pointed up its desire to await the con- 
templated announcement of assistance to be made by the executive 
branch of the Government—stating that vigorous efforts to alleviate 
the situation were currently being studied in Washington. A resolu- 
tion, agreeable to the House-Senate delegation, was offered to the 


Conference after considerable debate, and was amended and adopted, 
reading as follows— 


The Conference of Members of Parliament from the NATO countries— 

Considering that the economic security and stability of Europe are endangered 
by the absence of petroleum supplies; 

Considering that the repercussions on agricultural and industrial production 


and on means of communication may entail unemployment with all its social 
consequences; 
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Considering that the Atlantic Community would itself be affected by the 


impossibility of procuring sufficient petroleum which would, in fact, result in 
the neutralization of Europe; 


Considering therefore that difficulties may also rise as regards military security; 
asks 


1. That supplying petroleum to the NATO countries be considered a 
problem of common concern; 


2. That the NATO Council give this problem its attention and that each 


delegation acts within its own Government to find the most appropriate 
solution. 


PouitTicaAL CooPrpERATION 


Speaking early in the debate on political cooperation, Rt. Hon. 
Hugh Gaitskell, head of the British Labor Party, stated, ‘Without a 
common foreign policy, a military alliance does not make much sense.” 
The truth of that observation and the evidences of NATO’s failure to 
develop adequate consultation on foreign policy were readily to be 
seen on many sides: The Anglo-French moves in the Suez area without 
any kind of advance warning to the United States; the continuing 
disagreement between England and Greece—both NATO members— 
over Cyprus; and American-French differences.over North African 
colonial questions, to name but a few. A-major significance of these 
disagreements was pointed up by Rt. Hon. Lionel Heald, of the 
United Kingdom, who said, ‘Allied disunity is Russia’s opportunity.” 

Fully cognizant of that precept, the framers of the North Atlantic 
Treaty had called for consultation among the member states in arti- 
cle 4: ‘“The Parties will consult together whenever, in the opinion of 
any of them, the territorial integrity, political independence or security 
of any of the Parties is threatened.” (See p. 14, in report’s appendix.) 
With general agreement over the need for more consultation among 
the NATO powers in complying with the spirit of that article, the 
Conference discussions centered on ways of bringing about more 
effective and regularized consultation. 


Consultative Devices 


There are at least four channels for intercommunication which need 
to be more fully utilized by NATO members: (a) Direct diplomatic 
channels; (b) the NATO Council of Ministers, who meet a few times 
each year, and their permanent representatives at NATO head- 
quarters; (c) appointing interim study and planning committees of the 
Council, somewhat similar to the ‘‘three wise men,” established by the 
Council of Ministers in May 1956 '; and (d) the NATO Parliamentary 
Conference. 

One proposal, offered in a Canadian draft resolution, would have 
expanded this machinery for the creation of a political and economic 
high command for NATO comparable to the military command at 
SHAPE. This proposal, however, was not acted upon. 

The position of the Conference was subsequently expressed in the 
resolution brought in by the Political Committee and adopted by the 
Conference in its final session. After taking note of article 4 of the 
treaty, the resolution stressed the need for giving it a broad inter- 
pretation in order to encompass political as well as military consulta- 


' Consisting of the Foreign Ministers of Italy and Norway and the Secretary of State for External Affairs of 
Oanada 
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tion, and for utilizing consultation among the ministers as a first line 
of resort. The hope advanced in the resolution was that such 
expanded political consultation would promote greater unity within 
the Atlantic community. The text of the resolution follows: 


The Conference of Members of Parliament from the NATO Countries— 


Noting that Article 4 of the North Atlantic Treaty reads as follows: “The 
Parties will consult together whenever, in the opinion of any of them, the 
territorial integrity, political independence or security of any of the Parties is 
threatened.” 

Stresses the need for: 

(a) full and reasonable scope to be given by the North Atlantic Council 
to the interpretation of this Article; 

(b) the consultation to be political as well as military; 

(c) the consultation to be as far as possible between Ministers; and 

Calls upon the North Atlantic Council to give full scope to such interpretation 
and consultation so as to develop greater unity within the Atlantic Community. 


CuLtuRAL CooPpERATION 


The discussion of cultural cooperation was based on a working paper 
prepared by M. Franz Van Cauwelaert, Belgian Member of Parlia- 
ment, at the invitation of the Conference Standing Committee. The 
Conference was profoundly mindful that spiritual beliefs common to 
the member nations represent a powerful bond that is perhaps the 
strongest of all obstacles to the ambition of the godless communistic 
society. 

Varying approaches were suggested toward the achievement of 
further cultural cooperation. Ideas were presented toward encourag- 
ing and facilitating travel by citizens of NATO nations to the other 
nations. Exchange programs for students and lecturers were pro- 
posed, as well as a conference of leading educators. In the fields of 
art, literature, and music, it was suggested that the interchange of 
such talents in an efiort to develop appreciation for each country’s 
culture would be desirable. The Danfivenos felt that all of these 
proposals were obvious means of cementing unity through greater 
understanding. It was agreed that the Conference itself, which per- 
mitted the delegates-to meet personally for a free exchange of views 
and to form pérsonal acquaintances and friendships, was an important 
step toward cultural cooperation. It was strongly emphasized that 
cultural as well as economic cooperation is necessary to insure the 
future existence of NATO. 

In this connection, Senator Fulbright of the United States believed 
that a military alliance alone a tend to fall apart when the 
danger lessened. He congratulated NATO for starting an exchange 
program in scholarships. He pointed out that the language barriers 
make it difficult for nations to understand each other but the exchange 
of students is one way to surmount that barrier and to enable nations 
in NATO to learn more about each other. 

Representative Ellsworth of the United States called attention to 
the spiritual unity of the NATO nations and noted that each of them, 
as well as nations outside of NATO, respect the dignity of man and 
his yearning to be treated as an individual, as expressed in the Golden 
Rule, while the nations inside the Communist orbit are totally lacking 
in sympathy with the aims and ideals of an individual, as opposed to 
government policy. It was the Congressman’s opinion that the 
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Golden Rule concept is one that all peoples can understand and 
believe regardless of country, race, dreeils or color. 

A resolution emphasizing the spiritual relationship of the NATO 
nations was suggested by Mr. Ellsworth who thought that such a 
statement would contribute to better understanding among NATO 
nations and call attention to the one great force that communism 
lacks and will always lack. 


The following resolution was subsequently reported by the Cul- 
tural Committee and adopted by the Conference— 


The Conference of Members of Parliament from the NATO countries— 


Considering that it is in the essential interests of the future of the Atlantic 
Alliance to preserve and develop, in the consciousness of the Allied nations, the 
moral values on which this Alliance is based; 

Considering that it is in the highest and permanent interests of these Allied 
Nations to enrich, through close cooperation in all the domains of popular edu- 
cation and cultural life, the common, moral and intellectual heritage which has 
made the high level of their social life and political traditions possible; 

Considering that this close collaboration is particularly essential in the domain 
of scientific research and for the training of a sufficient number of senior tech- 
nicians, capable of ensuring for the nations of the Atlantic Alliance the full 
benefit of modern scientific discovery and technical invention; 

Expressing its appreciation of the steps already taken in this direction by 
other organizations such as the Council of Europe, Western European Union and 
the Atlantic Treaty Association, and desirous’ of benefiting from their cooperation; 

Hoping in particular that Governments will help to develop on a wider scale 
the exchange of university scholar and students, and recognizing the eminent 
services rendered in this field by the Fulbright Program: 

Recommends to the Council of Ministers and'to the NATO General Secretariat: 

(1) The formation of a group of cultural experts entrusted with the explora- 
tions of every possible avenue of. development, through close collaboration 
between the member countries, of the moral ties and cultural progress which 
could be of benefit to the Atlantic Community; 

(2) And, in particular, the organization within the framework of NATO 
of a conference of university authorities and the best qualified representatives 
of the national Ministries of Education in order to study the most appro- 
priate means of ensuring the training'in the required quantity and quality, 
of scholars and technicians capable of maintaining for the Atlantic Com- 
munity its traditional place and role in scientific research and the technical 
application of their discoveries; and 

Expresses the hope that at its next meeting it will be informed by the Council 
of Ministers of the action undertaken by NATO along the lines of these recom- 
mendations. 


PrositeM or Arp TO UNDERDEVELOPED COUNTRIES 


A resolution by G. Ruygers of the Netherlands proposing the 
establishment of a multilateral fund for infrastructure investments was 
referred to the Economic and Political Committees, and read as follows: 


The Conference of Members of Parliament from the NATO Countries— 


Considering that freedom and peace cannot flourish in a world where the greater 
part of humanity is still living in conditions of poverty, ill health, and ignorance; 

Believes that prosperity all over the world has become a common responsibility ; 

Believes further that aid to underdeveloped countries is consequently in itself 
a contribution to freedom and peace; 

Notes with satisfaction that many NATO countries are already contributing to 
underdeveloped countries on a bilateral basis; 

Expresses the wish that the establishment of the International Finance Corpora- 
tion will stimulate the flow of private capital to underdeveloped countries; 

Invites member countries x NATO to promote—preferably within the frame- 


work of the United Nations—the setting up of a multilateral fund for infrastruc- 
ture investments; 
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Decides to transmit this resolution to governments and parliaments of all 
member countries. 


The United States delegation took the position that the proposal 
was too broad as drafted and felt that a resolution on this important 
subject should not be acted upon without far more careful considera- 
tion than had been possible during the Conference. 

The Economic Committee, after study of the Ruygers resolution, 
reported to the full Conference as follows: 


The Economic Committee decided unanimously to insert this draft resolution 
in its reports to the plenary session. The committee agrecd that on this matter 
no decision would be taken now. Thus the committee unanimously wished to 
stress the importance of this problem for the position of the whole free world and 


the committee invited the rapporteur to prepare a report on this problem for next 
year’s Conference, 





FINANCIAL STATEMENT OF HOUSE DELEGATION 


As of January 31, 1957, the total of all expenses incurred by the 
House delegation to the Second Nato Parliamentary Conference was 
$11,152.97. The sum made available for this purpose was $15,000, 


unexpended balance of which is $3,847.03. The sums expended were 
as follows: 


"ER CRINONGERION CHOPHOB ooo os icc vid x ndacesacku cw imaddnsweneeee $9, 205. 84 

COHTerenes CDCNCISUTOR..... 5. nas 4 as énnnn enn seemen eee 1, 947. 13 

TOON. oon ce en ae ee ee eee 11, 152. 97 

NG nn THN. gS Sa ee reece ae ere 3, 847. 03 

Appropriation authorized by Public Law 689__.......------- 15, 600. 00 
CONCLUSIONS 


Meeting with press representatives at the conclusion of the Second 
NATO Parliamentary Conference, Congressman Wayne L. Hays, 
speaking as its President, stated: 

If this Conference had passed no resolutions, had had no committees, it would 
still have been worth while for bringing together parliamentarians from the 


countries of North America and Western Europe—doing so at such a crucial 
time in both Atlantic and world affairs. 


These words would about sum up the true significance of the 
Conference. Where but in sessions conducted considerably like the 
congresses, assemblies, and parliaments of these 15 countries could 
more than 200 parliamentarians gather for debate and discussion of 
important common subjects, maintaining at all times a true regard 
for domestic interests? 

Careful and analytical consideration was applied to the various 
topics by committees which were assigned to study the economic, 
political, military, and cultural questions before the Conference. 
Upon completion of committee action, in the regularized parliamen- 
tary process as we know it, proposals were then reported to the full 
Conference for consideration. 

The general consensus of all members of the House-Senate joint 
delegation points up the importance of regular meetings of parlia- 
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mentarians from both sides of the Atlantic. It was indicated that 
the principal roles of a NATO parliamentary body should be— 

(a) To keep member parliaments informed on NATO affairs 
and common Atlantic problems; 

(b) To develop mutual understanding by keeping NATO 
ministers and officials informed about parliamentary and public 
opinion in the constituent member countries; and 

(c) To afford a forum for the interchange of ideas regarding 
NATO executive and military performance. 

Through the medium of this annual parliamentary assembly, the 
15 NATO countries underscore the importance of close liaison be- 
tween free peoples for discussion and deliberation of their common 
problems. As this Conference increases its value through the years 
as a standing round-the-clock organization of representatives of 
freedom-loving peoples, we should all keep in mind that splendid 
expression made by Senator Lyndon Johnson when he told the 
Conference that, “politics should stop at the water’s edge.” Of 
necessity, the NATO countries will be able to look forward to a future 
of greater understanding of each other through the continuation of 
the NATO Parliamentary Conference. 








Appenpix I 


CONFERENCE AGENDA 


Monday, November 19 


10 a. m.: Opening of Conference; Election of Bureau; Adoption of Agenda; 
Rules of Procedure; 
President’s Speech—read in the absence of Hon. Wishart McL. Robertson, 
by the Leader of the Canadian Delegation, Charles A. Cannon; and 
Standing Committee’s Report—Presentation and speech of the Parliamen- 
tary Secretary, Col. J. J. Fens, M. P. (Netherlands), 
12 noon: Address by Lord Ismay. 
12:40 p. m.: Conference announcements. 
12:45 p. m. (approx.): Luncheon adjournment. 
2:30 p. m.: Conference announcements. 
2:45 p. m. to 4:00 p. m.: Address by Gen. Alfred M. Gruenther. 
5:40 p. m.: Press conference. 


Tuesday, November 20 


9:30 a. m.: Conference announcements. 

9:35 a. m. to 12:25 p. m.: “A Parliamentary Forum.” Debate Document No. 
P. C. 3—‘‘A Parliamentary Forum,” prepared by the Executive Secretary at 
the request of the President of the Standing Committee, Senator Robertson. 

12:30 p. m.: Luncheon adjournment. 

3:00 p. m. to 5:30 p. m.: Economic and Cultural Debates. Documents— 

P. C. 6—‘‘The Nato and Soviet Blocs—An Economic Comparison,” pre- 
pared by Mr. G. Ruygers, M. P. (Netherlands), at the invitation of the 
Standing Committee. 

P. C. 14—“‘Atlantican Parliaments in the Economic and Social Fields,” 
by Mr. R. Sartin. 

P. C. 9—‘‘Cultural Relations of the North Atlantic States,” prepared by 
M. F. van Cauwelaert, Belgium, at invitation of Standing Committee, 


Wednesday, November 21 


9:35 a. m. to 12:25 p. m.: Conference announcements. 
Political and Military Consultation and Cooperation. 
Documents: 
P. C. 16—“‘Strengthening Political Co-operation between the NATO 
Countries—The Requirement and the Means,” prepared by M. P. 
Schneiter and the French Delegation at the request of the Standing 
Committee. 
P. C. 8—“Economie Aspects of Defense,” prepared by the Secretariat. 
12:30 p. m.: Luncheon adjournment. 
3:00 p. m.: Conference announcements. 
3:05 p. m.: Continuation of morning’s debate. 
5:00 p. m.: End of sitting. 
Thursday, November 22 


10:00 a. m. to 12:30 p. m.: Committee meetings. 
12:30 p. m.: Luncheon adjournment. 

2:20 p. m.: Film shown in the press area. 

4:00 p. m. to 6:00 p. m.: Cultural debate. 


Friday, November 23 


9:30 a. m.: Conference announcements. 
9:35 a.m. to 12:25 p. m.: Reports of committees and final plenary session. 


1l 
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DELEGATIONS TO SECOND CONFERENCE OF MEMBERS 
OF PARLIAMENT FROM THE NATO COUNTRIES! 


M. Franz van Cauwelaert 
M. Dehousse 

M. Marck 

Baron Nothomb 

M. Van Buggenhout 
M. Fayat 

M. Gilson 

M. Tahon 

M. Dekeyzer 

M. Parmentier 

M. Pierson 


Mr. Charles A. Cannon 

Mr. H. A. Bryson 

The Hon. Jean-Marie Dessureault 
Mr. J. Wilfrie Dufresne 

Mr. J. R. Garland 

Mr. A. H. Hollingworth 

Mr. Yves Leduc 


Mr. Per Haekkerup 
Mr. Marius Buhl 
Mr. Kaj Bundvad 


M. Schneiter 

Sénateur d’Argenlieu 
Sénateur Henri Barré 
Sénateur Bethouard 

Sénateur Michel Debré 
Sénateur Jacques de Maupeou 
Sénateur Marius Moutet 
Sénateur Edgard Pisani 
Sénateur Mme. Thome-Patendtre 
M. Barrachin 

M. Bichet 

M. Bonnefous 

M. Bouhey 

M. Cayeux 

M. Chauvet 

M. Corniglion-Molinier 

M. Alfred Coste-Floret 


Minister Dr. Farny 
Staatssekretaér Dr. Haas 
Senator Helmken 
Senator Dr. Weber 
Minister von Kessel 
Minister Siemsen 
Minister Dr. Lemke 
Dr. Richard Jaeger 
Herr Fritz Berendsen 


BELGIUM 


M. Chot 
Mme. Ciselot 
M, Dejardin 
M. Destenay 
M. Godin 

M. de Kinder 
M., Leynen 
M. Molter 
M. Pairon 
M. Pholien 
Mme. Vandervelde 


CANADA 


Mr. J. Angus MacLean 

The Hon. A. Neil McLean 
Mr. H. B. McCulloch 

Mr. R. Michener, Q. C. 

The Reverend A. B. Patterson 
Mr. Elmore Philpott 

Mr. W. A. Tucker 


DENMARK 


Mr. E. Rager 
Mrs. Marie Antoinette von Lowzow 


FRANCE 


M. Deixonne 

M. Devinat 

M. Giscard d’ Estaing 
M. Jacquinot 

M. July 

M. de Lipkowski 
M. Daniel Mayer 
M. de Moustier 
M. de Menthon 
M. Jules Moch 
M. Mutter 

M. Naegelen 

M. Naudet 

M. Triboulet 

M. Vassor 

M. Verdier 


GERMANY 


Prof. Dr. Hans Furler 
Herr Hellmuth Heye 

Herr Hasso v. Manteuffel 
Dr. Willi Reichstein 

Herr Heinz Matthes 
Countess Eva Finckenstein 
Dr. Georg Kleising 
Dr. Erich Mende 


1 Except where Delegations have notified order of seniority, delegates’ names are given in alphabetical 


order. 
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Delegations to Second Conference of Members of Parliament from the NATO 
Countries '—Continued 


GREECE 

M. P. Yokas M, G. Themelis 
M. G. Athanassiades-Novas M., J. Toumbas 
M. P. Liaroutsos 

ICELAND 
Mr. Johan Hafstein Mr, Benedikt Grondal 
Mr. Asgeir Bjarnason 

ITALY 
Senator Francesco Rogadeo 
LUXEMBOURG 
M. Marcel Meris 
NETHERLANDS 

Mr. J. Tjalma Mr, G. J. N. M. Ruygers 
Mr. J. In’T Veld Mr. Ch. J. I. M.- Welter 
Mr. H. A. Korthals Professor P. C. Gerbrandy 
Mr. E. A. Vermeer Col. J. J. Fens 
Mr. F. J. Goedhart 

NORWAY 
Mr. C. J. Hambro Mr. Johan Karlsen 
Mr. Kjell Aabrek Mr. Peter Kjelseth-Moe 
Mr. Erling Fredriksfryd Mr. Sverre Rostoft 
Mr. Einar Hareide Mr. Hjalmar Storeide 
Mr. Oddmund Hoel Mr. E. Vatnaland 

PORTUGAL 
Prof. Dr. José Caeiro da Matta Mr. Soares da Fonseca 
Mr. Garcia Alves Mr. Sebastiao Ramires 
Mr. Braga de Cruz Mr. Bustorff Silva 

TURKEY 
Colonel Seyfi Kurtbek M. Ahmet Kocabiyikéglu 
M. Sedat Baran * M. Ali Ocak 
M. Rifki Salim Burgak M. Saim Onhon 
M. Eli Cobanoglu Mde. Edibe Sayar 
M. Ihsan Giilez M. Firuzan Tekil 

UNITED KINGDOM 

Rt. Hon. Walter Elliot Mr. Gilbert Longden 
Rt. Hon. George Brown Mr. Charles Pannell 
Rt. Hon. Clement Davies, Q. C. Brigadier Prior-Palmer 
Mr. Geoffrey de Freitas Mr. Richard Sharples 
Rt. Hon. Hugh Gaitskell, Lord Amulree 
Air Commodore Harvey Viscount Goschen 
Admiral Hughes-Hallett Rt. Hon. Earl of Listowel 
Rt. Hon. Sir Lionel Heald, Q. C. Lord Teynham 


Mr. Denis Healey 


erent where Delegations have notified order of seniority, delegates’ names are given in alphabetical 
order. 











Apprenpix III 
NORTH ATLANTIC TREATY 


Text of the North Atlantic Treaty, 63 Stat. 2241, Treaties and Other International 
Acts Series 1964; Signed at Washington, April 4, 1949; Ratification Advised by 
the Senate July 21, 1949; Ratified by the President July 25, 1949; Proclaimed by 
the President and Entered Into Force August 24, 1949; as Modified by Article II 
of the Protocol to the North Atlantic Treaty on the Accession of Greece and Turkey, 
Treaties and Other International Acts Series 2390; Signed at London, October 17, 
1951; Ratification Advised by the Senate February 17, 1552; Ratified by the Presi- 
dent February 11, 1952; Entered Into Force February 15, 1952 


The Parties to this Treaty ! reaffirm their faith in the purposes and principles 
of the Charter of the United Nations and their desire to live in peace with all 
peoples and all governments. 

They are determined to safeguard the freedom, common heritage and civiliza- 
tion of their peoples, founded on the principles of democracy, individual liberty 
and the rule of law. 

They seek to promote stability and well-being in the North Atlantic area. 

They are resolved to unite their efforts for collective defense and for the preser- 
vation of peace and security. 

They therefore agree to this North Atlantic Treaty: 


ARTICLE 1 


The Parties undertake, as set forth in the Charter of the United Nations, to 
settle any international disputes in which they may be involved by peaceful 
means in such a manner that international peace and security, and justice, are 
not endangered, and to refrain in their international relations from the threat or 
use of force in any manner inconsistent with the purposes of the United Nations. 


ARTICLE 2 


The Parties will contribute toward the further development of peaceful and 
friendly international relations by strengthening their free institutions, by bring- 
ing about a better understanding of the principles upon which these institutions 
are founded, and by promoting conditions of stability and well-being.. They will 
seek to eliminate conflict in their international economic policies and will encourage 
economic collaboration between any or all of them. 


ARTICLE 3 


In order more effectively to achieve the objectives of this Treaty, the Parties, 
separately and jointly, by means of continuous and effective self-help and mutual 
aid, will maintain and develop their individual and collective capacity to resist 
armed attack. 

ARTICLE 4 


The Parties will consult together whenever, in the opinion of any of them, the 
territorial integrity, political independence or security of any of the Parties is 
threatened. 

ARTICLE 5 


The Parties agree that an armed attack against one or more of them in Europe 
or North America shall be considered an attack against them all; and consequently 
théy agree that, if such an armed attack occurs, each of them, in exercise of the 
right of individual or collective self-defense recognized by Article 51 of the Charter 





1 Belgium, Canada, Denmark, France, Germany, Greece, Iceland, Italy, Luxembourg, Netherlands, 
Norway, Portugal, Turkey, United Kingdom, and the United States. Germany became a party to the 
North Atlantic Treaty by virtue of the Protocol to the North Atlantic Treaty on the Accession of the 
Federal Republic of Germany; Signed at Paris, October 23, 1954; Ratification advised by the Senate April 
1, 1955; Ratified by the President April 7, 1955; Entered into Force May 5, 1955. 
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of the United Nations, will assist the Party or Parties so attacked by taking forth- 
with, individually and in concert with the other Parties, such action as it deems 
necessary, including the use of armed force, to restore and maintain the security 
of the North Atlantic area, 

Any such armed attack and all measures taken as a result thereof shall imme- 
diately be reported to the Security Council. Such measures shall be terminated 


when the Security Council has taken the measures necessary to restore and main- 
tain international peace and security. 


ARTICLE 62 


For the purpose of Article 5, an armed attack on one or more of the Parties is 
deemed to include an armed attack— 

(i) on the territory of any of the Parties in Europe or North America, on 
the Algerian Departments of France, on the territory of Turkey or the islands 
under. the jurisdiction of any of the Parties in the North Atlantic area north 
of the Tropie of Cancer; 

(ii). on the forces, vessels or aircraft of any of the Parties, when in or over 
these territories or any other area in Europe in which occupation forces of 
any of the Parties were stationed on the date when the Treaty entered into 
force or the Mediterranean Sea or the North Atlantic area north of the Tropic 
of Cancer, 

ARTICLE 7 


The Treaty does not affect, and shall not be interpreted as affecting, in any 
way the rights and obligations under the Charter of the Parties which are mem- 
bers of the United Nations, or the primary responsibility of the Security Council 
for the maintenance of international peace and security. 


ARTICLE 8 


Each Party declares that none of the international engagements now in force 
between it and any other of the Parties or any third state is in conflict with the 
provisions of this Treaty, and undertakes not to enter into any international 
engagement in conflict with this Treaty. 


ARTICLE 9 


The Parties hereby establish a council, on which each of them shall be repre- 
sented, to consider matters concerning the implementation of this Treaty. he 
council shall be so organized as to be able to meet promptly at any time. The 
council shall set up such subsidiary bodies as may be necessary; in particular it 
shall establish immediately a defense committee which shall recommend measures 
for the implementation of Articles 3 and 5. 


ARTICLE 10 


The Parties may, by unanimous agreement, invite any other European state 
in a position to further the principles of this Treaty and to contribute to the 
security of the North Atlantic area to accede to this Treaty. Any state so invited 
may become a party to the Treaty by depositing its instrument of accession with 
the Government of the United States of America. The Government of the 


United States of America will inform each of the Parties of the deposit of each such 
instrument of accession. 


ARTICLE 11 


This Treaty shall be ratified and its provisions carried out by the Parties in 
accordance with their respective constitutional processes. The instruments of 
ratification shall be deposited as soon as possible with the Government of the 
United States of America, which will notify all the other signatories of each 
deposit. The Treaty shall enter into force between the states which have ratified 

2 As modified by the Protocol on the Accession of Greece and Turkey. The Article originally read as 
follows 

“ARTICLE 6 

‘For the purpose of Article 5 an armed attack on one or more of the Parties is deemed to include an armed 
attack on the territory of any of the Parties in Europe or North America, on the Algerian departments of 
France, on the occupation forces of any Party in Europe, on the islands under the jurisdiction of any Party 


» the North Atlantic area north of the Tropic of Cancer or on the vessels or aireraft in this area of any of 
the Parties.” 
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it. as soon as the ratification of the majority of the signatories, including the 
ratifications of Belgium, Canada, France, Luxembourg, the Netherlands, the 
United Kingdom and the United States, have been deposited and shall-come into 
effect with respect to other states on the date of deposit of their ratifications. 


ARTICLE 12 


After the Treaty has been in force for ten years, or at any time thereafter, the 
Parties shall, if any of them so requests, consult together for the purpose of 
reviewing the Treaty, having regard for the factors then affecting peace and 
security in the North Atlantic area, including the development of universal as 
well as regional arrangements under the Charter of the United Nations for the 
maintenance of international peace and security. 


ARTICLE 13 


After the Treaty has been in force for twenty years, any Party may cease to 
be a party one year after its notice of denunciation has been given to the Govern- 
ment of the United States of America, which will inform the Governments of the 
other Parties of the deposit of each notice of denunciation. 


ARTICLE 14 


This Treaty, of which the English and French texts are equally authentic, 
shall be deposited in the archives of the Government of the United States of 
America. Duly certified copies thereof will be transmitted by that Government 
to the Governments of the other signatories. 


O 


8 








851H CONGRESS ; HOUSE OF REPRESENTATIVES — { '  Repvorr 
1st Session No. 27 





DISPOSITION OF SUNDRY PAPERS 
Fesrvary 5, 1957.—Ordered to be printed 


Mrs. GREEN of Oregon, from the Joint Committee on Disposition of 
Executive Papers, submitted the following 


REPORT 


[Pursuant to 57 Stat. 380 and 59 Stat. 434] 


The joint select committee of the Senate and House of Representa- 
tives, appointed on the part of the Senate and House of Representa- 
tives and acting in compliance with the provisions of the act approved 
July 7, 1943 (57 Stat. 380), as amended by the act approved July 6, 
1945 (59 Stat. 434), respectfully reports to the Senate and House of 
Representatives that it has received and examined the report of the 
Archivist of the United States No. 57-4, dated January 24, 1957, to 
the 85th Congress, Ist session, submitting the following lists. or 
schedules covering records proposed for disposal by the Government 
agencies indicated; 











2 DISPOSITION OF SUNDRY PAPERS 





Job No. Agency by which submitted 






TI-NN A-1907_..| General Services Administration. 


II-NNA-1908... Do 
II-NN A-1922... Do. 


Ii-NNA-2114... 
II-NN A-2242... 
II-NNA-2248... 
II-NN A-2250... 


II-NNA-2251... 
TI-NN A-2252. .. 


Department of the Interior. 
Department of the Army. 
Library of Congress. 


sion. 
Department of the Navy. 


sion. 
1I-NN A-2253... Do. 
II-N NA-2254. .. Do. 
{I-NN A-2256... Do. 
II-NN A-2257... Do. 
LI-N N A-2258_.. Do. 
II-N N A-2260_.. Do. 
lI-N N A-2264... Do. 
II-N N A-2265_.. Do. 
IIi-N NA-2266...| Post Office Department. 


Li- NN A-2289... 


U. 8. Civil Service Commission 
ii-NNA+2270-.. 


Department of Justice. 


LI-N NA-2273... Do. 

II-N NA-2274_..| Department of the Interior. 
il-N™ A-2276_...| Federal Trade Commission. 
{1-N NA-2281_..] Department of the Interior. 
il-N NA-2285...| Department of the Air Force. 
LI-N NA-2286...] Department of the Navy. 

ii- NN A-2287_..| Department of the Army. 
i1-NNA-22¢0... Do 

}1=~NNA-2201_.. Do. 

L1-N NA-2295_ 2. Do. 

1I-N N A-2246 Department of the Air Force. 
LI-NNA-2391 Department of the Army. 
H-N NA-2306...| Department of the Navy. 
II-NNA-2311..- Do. 





Your committee reports that the records proposed for disposal in 
the said lists or schedules reported by the Archivist of the United 
States do not, or will not after the lapse of the period specified, have 
sufficient administrative, legal, research, or other value to warrant 
their continued preservation by the Government and recommends 
that their disposal be accomplished subject to the proviso of section 
6 and the provisions of section 9 of the aforementioned act, as 


amended. 


Respectfully submitted to the Senate and House of Representatives. 


U. 8. Atomic Energy Commis- 


U. 8. Atomic Energy Commis- 





| Job No. Agency by which submitted 

| 

|| II-NNA-2312..- Department of the Navy. 

|| II-NNA-2313...| Department of Commerce. 
II-NNA-2315...| Department of the Treasury, 
II-NNA-2316...| Department of the Navy. 
II-NNA-2317...| Department of the Air Force. 
II-N N A-2321...| General! Services Administration, 

National Archives and Records 

c Service (general schedule). 
II-NNA-2322...| Department of the Air Force, 
II-N N A-2323_.. Do. 
[I-N N A~-2331... Do. 





II-NN A-2332... Do. 

II-NNA-2340...| Department of State. 
II-NNA-2341_.. Do, 

[I-N N A-2343... Do. 

II-N N A-2344...| Department of Justice. 
II-N NA~-2349...} General Accounting Office. 


II-N NA-2351...| Department of the Air Force, 
II-NN A~-2352... Do 


II-NN A-2356... Do. 
. || ITI-NAV-197...| General Services Administration. 
ITI-NAV-201-._. Do. 
ILI-NAV-205. .- Do. 
III-N A V~-206. _- Do. 
ILI-NAV-211._. Do. 
IlII-NAV-212... Do. 
ILI-NA V-213... Do. 
LII-NAV-217... Do. 
III-NAV-218. __ Do. 
ILI-NAV-220___ Do. 
LIT-N AV-223._- Do. 
ILI-N A V-225... Do. 
ILI-NIR-195_.-- Do. 
III-NIR-196_..-] Do. 
III-NLD-171_.. Do. 


Epiru GREEN, 
Rosert J. CORBETT, 
Members on the Part of the House. 


Ouin D. JoHNsTON, 
FRANK CARLSON, 
Members on the Part of the Senate. 


O 
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851rH CONGRESS I HOUSE OF REPRESENTATIVES | Report 


CONSIDERATION OF H, R. 2367 


Fesrvuary 5, 1957.—Referred to the House Calendar and ordered to be printed 


Mr. SmituH of Virginia, from the Committee on Rules, submitted the 
following 


REPORT 
[To accompany H. Res. 147] 


The Committee on Rules, having had under consideration House 
Resolution 147, report the same to the House with the recommendation 
that the resolution do pass. 

O 














85TH ConGREsS HOUSE OF REPRESENTATIVES — \ Report 
1st Session No. 29 





AUTHORIZING THE COMMITTEE ON FOREIGN AFFAIRS TO CON- 
DUCT A FULL AND COMPLETE INVESTIGATION OF MATTERS 
RELATING TO THE LAWS, REGULATIONS, DIRECTIVES, AND 
POLICIES INCLUDING PERSONNEL PERTAINING TO THE DE- 
PARTMENT OF STATE AND SUCH OTHER DEPARTMENTS AND 
AGENCIES ENGAGED PRIMARILY IN THE IMPLEMENTATION OF 
UNITED STATES FOREIGN POLICY AND THE OVERSEAS OPER- 
ATIONS, PERSONNEL, AND FACILITIES OF DEPARTMENTS AND 
AGENCIES OF THE UNITED STATES WHICH PARTICIPATE IN 
THE DEVELOPMENT AND EXECUTION OF SUCH POLICY 





Fresruary 6, 1957.—Referred to the House Calendar and ordered to be printed 


Mr. Sarr of Virginia, from the Committee on Rules, submitted the 
following 


REPORT 


[To accompany H. Res. 29] 


The Committee on Rules, having had under consideration House 
Resolution 29, report the same to the House with the recommendation 
that the resolution do pass, with the following amendments: 

Page 1, line 1, strike the number “3” and insert ‘‘4”’. 

Page 1, line 3, strike out “and directed’’. 

Page 2, line 11, change the colon to a period and strike all of lines 
12, 13 and 14. 


Page 2, line 23, strike out the words “or outside” and the words 
‘fs in session,”’. 














85TH CONGRESS ! HOUSE OF REPRESENTATIVES Report 
1st Session No. 30 





AUTHORIZING THE COMMITTEE ON VETERANS’ AFFAIRS TO 
INVESTIGATE AND STUDY APPEALS FOR CHARITABLE CON- 
TRIBUTIONS MADE IN THE NAME OF THE AMERICAN VETERAN 


Fesruary 6, 1957.—Referred to the House Calendar and ordered to be printed 


Mr. Smitu of Virginia, from the Committee on Rules, submitted the 
following 


REPORT 


[To accompany H. Res. 65] 


The Committee on Rules, having had under consideration House 
Resolution 65, report the same to the House with the recommendation 
that the resolution do pass, with the following amendments: 

Page 2, line 2, strike out the word “shall” and insert “is authorized 
”? 


to’. 
Page 3, line 7, strike out “‘is in session,”’. 


O 














85TH CONGRESS ; HOUSE OF REPRESENTATIVES ! Report 
1st Session No. 31 





AUTHORIZING THE COMMITTEE ON PUBLIC WORKS 
TO CONDUCT STUDIES AND INVESTIGATIONS WITHIN 
THE JURISDICTION OF SUCH COMMITTEE 


Fesrvuary 6, 1957.—Referred to the House Calendar and ordered to be printed 


Mr. Smita of Virginia, from the Committee on Rules, submitted the 
following 


REPORT 


[To accompany H. Res. 113] 


The Committee on Rules, having had under consideration House 
Resolution 113, report the same to the House with the recommenda- 
tion that the resolution do pass, with the following amendments: 

Page 1, line 1, after the word ‘‘That” insert “, effective from 
January 4, 1957,”. 

Page 2, line 22, strike out all of lines 22, 23, and 24. 


O 








85rH CONGRESS I HOUSE OF REPRESENTATIVES § °¥#Reporr 
1st Session No. 32 





AUTHORIZING THE COMMITTEE ON HOUSE ADMINISTRATION TO 
CONTINUE THE STUDY AND INVESTIGATION BEGUN UNDER 
HOUSE RESOLUTION 262 OF THE 84TH CONGRESS 





Fesruary 6, 1957.—Referred to the House Calendar and ordered to be printed 


Mr. Situ of Virginia, from the Committee on Rules submitted the 
following 


REPORT 


[To accompany H. Res. 128} 


The Committee on Rules; having had under consideration House 
Resolution 128, report the same to the House with the recommenda- 
tion that the resolution do pass, with the following amendments: 

Page 1, line 4, change “3” to “4”. 

Page 2, line 3, strike out “‘is in session,’’. 


O 











85TH CONGRESS HOUSE OF REPRESENTATIVES {| Reporr 
1st Session No. 33 





AUTHORIZING THE COMMITTEE ON POST OFFICE AND CIVIL 
SERVICE TO CONDUCT INVESTIGATIONS AND STUDIES WITH 
RESPECT TO CERTAIN MATTERS WITHIN ITS JURISDICTION 





Fesruary 6, 1957.—Referred to the House Calendar and ordered to be printed 





Mr. Smiru of Virginia, from the Committee on Rules, submitted the 
following 


REPORT 


[To accompany H. Res. 139] 


The Committee on Rules, having had under consideration House 
Resolution 139, report the same to the House with the recommendation 
that the resolution do pass, with the following amendments: 

Page 4, line 8, strike all of lines 8, 9, 10 and 11. 

Page 4, line 21, strike out “‘is in session,”’. 


O 








85TH Conaress t HOUSE OF REPRESENTATIVES ° {| Report 
1st Session No. 34 





CONSIDERATION OF H. R. 1056 
Fesruary 6, 1957.—Referred to the House Calendar and ordered to be printed 


Mr. Botuina, from the Committee on Rules, submitted the following 


REPORT 


[To accompany H. Res. 156] 


The Committee on Rules, having had under consideration House 
Resolution 156, report the same to the House with the recommendation 
that the resolution do pass. 
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85ta Conoress }) HOUSE OF REPRESENTATIVES ° { Report 
1st Session No. 35 


—$—$—_— _ — _ < < < _—_ i EollEEEEEEEEEEEEE————————EESESESEE——EElSSSSEE——_— Ss 


PROVIDING FOR EXPENSES OF CONDUCTING STUDIES 


AND INVESTIGATIONS AUTHORIZED BY HOUSE RES- 
OLUTION 29 


Fesruary 7, 1957.—Ordered to be printed 


Mr. Burteson, from the Committee on House Administration, 
submitted the following 


REPORT 


[To accompany H. Res. 30] 


The Committee on House Administration, to whom was referred 
House Resolution 30, having considered the same, report favorably 


thereon with an amendment and recommend that the resolution as 
amended do pass. 


The amendment is as follows: 

Line 1, following the word “That” insert “effective January 4, 1957”. 

The proposed budget submitted by the Committee on Foreign 
Affairs to the Committee on House Administration for the 2 years 
of the 85th Congress is as follows: 


Miscellaneous travel and transportation for 32 members of 8 standing 


PED OUIIINGNNOD . oc dnscnvaunkaaedsenaaaineeaea dene $75, 000 
OE vcvcsncencccntctigymnepcmmammiioemmendiad dan 7 
Subscriptions and reference publications_.......................-.--- 400 





Total estimated requirements 














85TH CONGRESS } HOUSE OF REPRESENTATIVES Report 
1st Session No. 36 





PROVIDING FOR THE EXPENSES OF THE INVESTIGATION 
AND STUDY AUTHORIZED BY HOUSE RESOLUTION 67 





Fresruary 7, 1957.—Ordered to be printed 





Mr. Burusson, from the Committee on House Administration, 
submitted the following 


REPORT 


{To accompany H. Res. 68] 


The Committee on House Administration, to whom was referred 
House Resolution 68, having considered the same, report favorably 
thereon with an amendment and recommend that the resolution as 
amended do pass. The amendment is as follows: 

Line 1, strike out “January 3, 1957,’ and insert “January 4, 1957,”’. 

The proposed budget submitted by the Committee on Armed 
Services to the Committee on House Administration for the 24 months 
of the 85th Congress is as follows: 


Subcommittee for special investigations, House Armed Services Committee, H. Res. 
67 and 68, proposed budget 1957-58 (24 months) 


Gross month-} Gross salary 
ly salary (24 months) 





Staff members: 


Special Couns... ccccccccoscsccsscoccacscocscehecessunsssuseeessusneeess $1, 233. 33 $29, 599, 92 
ARIE in on cnccnsccedusniingcitincesamneniabtiietmemee 862. 33 20, 695. 92 
Tt 4 csiaspensccuicwaihies teks danas<dedelaiahiaemaGmaaaEeee 744. 57 17, 869. 68 
EE: «5c ccdnac-vounencagencceenmeameeaseonanntemaeeaaea 669, 14 16, 059. 36 
Clerical: 
DONE sk cosccdiccccccancsaseninthaanmmmaaa 463. 62 11, 126. 88 
IR sub dindutild tlpnieikphaihixndenttanas eet amebaas aaaaals 463. 62 11, 126. 88 
COMI. ccssitaccssmsusencacseeceananekotouna haa ae 435. 07 10, 441. 68 
TU < «canuacebbbsbsinenkissacssiipielnasd date 435. 07 10, 441. 68 
SOOOPING B60 W806 iis ic wc ae ntick canned eaenee seid 7, 000 
Supplies, mimeographing and office equipment-_-..........---------- 2, 200 
2 evel, Beelbers an 0G CID) oc nx consacdnnecnusbescaseuneeane : 
TOONS GAG COMBINE. 3 5c ccccsisnnccsncckiwnnnndennenaneee 1, 300 
TINS nis az ts can ts cocbnseian ae Sarina eae ee 129, 000 
TUNING COGLINONOIE: G8 soc. kccckactinnwdcbammaneddaséueonne 2, 500 
BOO. 6c ndtscncndisuccnasumuvesasameanseeweeeeee[ 150, 000 














857TH CoNnGREss ! HOUSE OF REPRESENTATIVES Report 
1st Session No. 37 





PROVIDING FUNDS FOR THE EXPENSES OF THE STUDIES, 


INVESTIGATIONS, AND INQUIRIES AUTHORIZED BY 
HOUSE RESOLUTION 86 


Fesrvary 7, 1957.—Ordered to be printed 


Mr. Buruzson, from the Committee on House Administration, 
submitted the following 


REPORT 


(To accompany H. Res. 87] 


The Committee on House Administration, to whom was referred 
House Resolution 87, having considered the same, report favorably 
thereon with an amendment and recommend that the resolution as 
amended do pass. The amendment is as follows: 

Line 1, strike out “January 3, 1957’, and insert “January 4, 1957”’. 

The proposed budget submitted by the Committee on Banking and 
Currency to the Committee on House Administration in connection 
with studies and investigations in the field of housing for the cal- 
endar year 1957 is as follows: 








NN xox ns cs io 5 eat es SK tie anes Ws deel le Ls cca henson ac $58, 000 
Office expenses: 

PES i: S.cb ond Dawa ninansdeeia aman eiceiaiaanin $300 
NE ins nt iend nde peeiiae annals 500 
Trade magazines and periodicals_....................-... 200 
“FORO DIONS ONE CONN oid kk sé ececkencemamatonmete 2, 000 
Local transportation and other expense_.............-.--- 350 

3, 350 

Office -reneiieiiess sos. cin bli accccussdaideadiaee 3, 600 

Travel of suueommitwe. ...0. Ae Ai cccatonennsacaacamees 28, 000 

POURS ok cctiidsidccceussavessaditeeanes 92, 950 


86008 














1st Session No. 38 
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85TH ConGREss | HOUSE OF REPRESENTATIVES { ' _Reporr 


PROVIDING FUNDS FOR THE EXPENSES OF STUDIES 


AND. INVESTIGATIONS AUTHORIZED BY HOUSE RES- 
OLUTION 104 





Fesruary 7, 1957.—Ordered to be printed 





Mr. Burueson, from the Committee on House Administration, 
submitted the following 


REPORT 


[To accompany H. Res. 105] 


The Committee on House Administration, to whom was referred 
House Resolution 105, having considered the same, report favorably 
thereon without amendment and recommend that the resolution do 
pass. 

The proposed budget of the Committee on Ways and Means sub- 
mitted to the Committee on House Administration is as follows: 


Tentative subcommittee budget (based on $250,000 authorization) 


I. Subcommittee on Internal Revenue taxation: 





Personnel: 
Professional staff (1, at $12,000)_...................... $24, 000 
(Perten) etais (i, ab OG SOR 5 unk. och cdcknn coseeueel ie 13, 000 
IN nic esis ah: c3. cineca ces titra cin ec ahh ila aetna a 40, 000 
OGe CeONNRsk 6b os cn wie edeu tes tedeneelies 10, 000 
Cubana AON ei sii is wigs cts tii adn ae aiinnescmelieaeaied 87, 000 
II. Subcommittee on Excise Taxation: 
Personnel: 
Professional staff (1, at $12,000)...................<<<- 24, 000 
Chavioall otell: (35 Ge DOO gi 5S icc ncicn seca 13, 000 
WENN Six ~ acrrccicrnccctinime i aniieintiithiieda a » 
Oe CHIN ac innnncctndnncsyctmintoabemeieneanl 5, 000 
Bubisoomenttied tétel 55 os Ue ee See eee 47, 000 


86008 
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2 FUNDS AUTHORIZED BY HOUSE RESOLUTION 104 





Tentative subcommittee budget (based on $250,000 authorization) —Continued 
III. Subcommittee on Customs, Tariffs, and Reciprocal Trade Agree- 


ments: 

Personnel: 
Professional staff (2, at:'$12,000) ...  ......ccncnsacncess 48, 000 
Coma Stall (3 SUSE DO) < kccinkicncacsncnnenekecuces 13, 000 
RS Keen mie tit iddaskcubastckexabibea sae - 45,000 
OGIOS. OS DONINE pg ees capesiiocakays eggs septeckh oeeet 10, 000 
Bubpommittes tte si cs ebb Sebi scl ku. 116, 000 
WO ebik citsccivicccsdaaeeatacasameiausaaneeendeenets 250, 000 











: 
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85rH CoNGRESS HOUSE OF REPRESENTATIVES Report 
1st Session No. 39 





PROVIDING FUNDS FOR THE EXPENSES OF THE STUD- 
IES, INVESTIGATIONS, AND INQUIRIES AUTHORIZED 
BY HOUSE RESOLUTION 113 


Fesruary 7, 1957.—Ordered to be printed 


Mr. Burueson, from the Committee on House Administration, 
submitted the following 


REPORT 


[To accompany H. Res. 114] 


The Committee on House Administration, to whom was referred 
House Resolution 114, having considered the same, report favorably 
thereon with an amendment and recommend that the joint resolution 
as amended do pass. The amendment is as follows: 

Line 1, strike out “January 3, 1957”, and insert “January 4, 1957”. 

The budget submitted by the Committee on Public Works to the 
Committee on House Administration for the 85th Congress is as 


follows: 
Expenses of members and staff of committee on routine investigation 

UR. oes Sed db dncnintuwacesnncewnnnaeabmed enna $10, 000 
Expenses of members and staff of committee and subcommittees on 

special investigation and hearing trips._..............------------ 10, 000 
Transportation, railroad, airline, steamship, and automobile_-___-_-__-_-- 15, 000 
Hotel expenses, including rooms, meals, gratuities and taxi fares to and 

ORE CN niacin iia ines a A a ade ace 15, 000 
A@ephone and telegraph. serviee.... . 2.65.66 sens cccccnmniccascasaces : 
Salaries of staff assistants and other necessary personnel__.........--- 60, 000 
Reporting services and compensation of witnesses_..............-----. 5, 000 


Miscellaneous expenses 


The larger amount requested for the 85th Congress, compared to 
the 84th Congress, is due to the greatly expanded Federal-aid highway 
program, increased activity in construction of the Inter-American 
Highway, expansion of the public buildings construction program, in 

| addition to the water pollution control program, and navigation and 
flood control projects in the continental United States, its Territories, 
and possessions. 
0 














85TH CONGRESS I HOUSE OF REPRESENTATIVES REpPorRT 
1st Session No. 40 





PROVIDING FUNDS FOR THE COMMITTEE ON THE 
JUDICIARY 





Fesruary 7, 1957.—Ordered to be printed 





Mr. Burieson, from the Committee on House Administration 
submitted the following 


REPORT 


{To accompany H, Res. 125] 


The Committee on House Administration, to whom was referred 
House Resolution 125, having considered the same, report favorably 


thereon with an amendment and recommend that the resolution as 
amended do pass. 


The amendment is as follows: 
Line 5, strike out ‘$200,000” and insert ‘‘$190,000’’. 
The proposed budget submitted by the Committee on the Judiciary 


to the Committee on House Administration for the 85th Congress is 
as follows: 


DO - .. jc cckccedensuaduewdocacdeunnmelceeeeeeeee $177, 750 
SUIT LE aan ce ccsits' wc wc eral oped dis eee 12, 000 
PROURDERICTS AUC PETIONIONIRS 6 occa cc nin annie werdaenbeeeae 200 
OOM ODDINS .. cc cucandadsdncdasedacnuaeeadnlane 800 
Nets GMIAUINODIE. «vo cave nncicscccandtianduaiasaneeeee 5, 000 
BUN... ic nk idGcdkeeucnwddkansnneauieeeiaeeGaaennaaees 1, 200 
UNE T CONe oi «cc nacdadbeksndccuusdvacencudebdapeeeee eee 50 
Per diem expenses___........--- ws tree dite tkdaheiheG ease oe eee nae 1, 500 
WICRONS GCRONOOD 5 6 ods cncdccin cndkcduindimawndnnen eee 1, 500 

"TRA... cncdinkewcddacsadsadccksiadeswensnssle oe 200, 000 








85TH CoNnGREsS t HOUSE OF REPRESENTATIVES \ Report 
1st Session No. 41 





PROVIDING FOR CERTAIN ADDITIONAL EMPLOYEES 


Fesruary 7, 1957.—Ordered to be printed 


Mr. Buruszson, from the Committee on House Administration, 
submitted the following 


REPORT 


[To accompany H. Res. 126] 


The Committee on House Administration, to whom was referred 
House Resolution 126, having considered the same, report favorably 


thereon with an amendment and recommend that the resolution as 
amended do pass. 


The amendment is as follows: 
Line 5, strike out “rate” and insert “‘rates’’, 


O 














85TH CONGRESS t HOUSE OF REPRESENTATIVES Report 
1st Session No, 42 


_—<$<—<$<$—$<—$_— rr —————————————————————————————————————eeee 


PROVIDING FUNDS FOR THE EXPENSES OF THE INVESTI- 
GATIONS AUTHORIZED BY HOUSE RESOLUTION 94 


= 


Fesruary 7, 1957.—Ordered to be printed 


Mr. Burueson, from the Committee on House Administration, sub- 
mitted the following 


REPORT 


[To accompany H. Res. 127] 


The Committee on House Administration, to whom was referred 
House Resolution 127, having considered the same, report favorably 


thereon with an amendment and recommend that the resolution as 
amended do pass. 


The amendment is as follows: 

Line 7, strike out “$60,000” and insert “$57,500”. 

The proposed budget submitted by the Committee on Interior and 
Insular Affairs for the 85th Congress is as follows: 


ae teeters (24) and sale os ohn oo ee ie eee $22, 500 
RU MON. ice sn infil ews nin ns ach seca ttaas Cala cia ee 17, 500 
IINIOIN =. sa: sa cx a-Si ds cu pedis as ecnsas kien db we cp ence oem a ati aaa as sn 7, 500 
SON EAINE Wi OME... i. naan canine aerate mame etes akan es wae ae ee 7, 000 
Miscellaneous (telephone, telegraph, supplies)__.............--.-_--- 1, 500 
SNOWY 55s. cea sncaaweiae ein aces oc Poke Lice ae 4, 000 

POEL .. ctv accdwiaimadidadealawidunce ae 60, 000 
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PROVIDING FUNDS FOR NECESSARY MISCELLANEOUS 
EXPENSES OF THE COMMITTEE ON THE DISTRICT OF 
COLUMBIA 


Fesruary 7, 1957.—Ordered to be printea 


Mr. Burueson, from the Committee on House Administration, 
submitted the following 


REPORT 


[To accompany H. Res. 136] 


The Committee on House Administration, to whom was referred 
House Resolution 136, having considered the same, report favorably 
thereon with an amendment and recommend that the resolution as 
amended do pass. The amendment is as follows: 

Line 4, strike out “$10,000” and insert ‘‘$7,000”’; 


O 
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1st Session No. 44 


PROVIDING FUNDS FOR THE EXPENSES OF THE IN- 
VESTIGATIONS AND STUDIES AUTHORIZED BY HOUSE 
RESOLUTION 139 





Fesruary 7, 1957.—Ordered to be printed 


Mr. Burueson, from the Committee on House Administration, 
submitted the following 


REPORT 


[To accompany H. Res. 140] 


The Committee on House Administration, to whom was referred 
House Resolution 140, having considered the same, report favorably 
thereon without amendment and recommend that the resolution 
do pass. 

The proposed budget submitted by the Committee on Post Office 
and Civil Service to the Committee on House Administration is as 
follows: 


RSIEE COUDUINEIN, OB WO cccdcccdscccscnscnadiainecntedaeen $12, 000 
PUNGNRRINDD. 3D PONGDS. in un ccegennencednonsatnidepaaniadhann 20, 000 
Travel expenses for*members and staff______.......-..----..------- 12;000 
Telephone, supplies, and miscellaneous services. ...........--------- 6; 000 

SOUR. é ccndackasncivnbiecinudcmegasabeinkaenseseee 50, 000 


Two investigators on nonreimbursable loan from the General 
Accounting Office will be utilized by the committee in the activities 
authorized by House Resolution 139. Members of the permanent 
staff of the committee will also be used in these activities. 


O 
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PROVIDING FUNDS FOR THE INVESTIGATIONS AND 
STUDIES MADE BY THE COMMITTEE ON VETERANS’ 
AFFAIRS PURSUANT TO HOUSE RESOLUTION 64 


Fesruary 7, 1957.—Ordered to be printed 


Mr. Buruzson, from the Committee on House Administration, 
submitted the following 


REPORT 


[To accompany H, Res. 143] 


The Committee on House Administration, to whom was referred 
House Resolution 143, having considered the same, report favorably 
thereon with an amendment and recommend that the resolution as 
amended do pass. 

The amendment is as follows: 

Line 1, following the word ‘That’ insert “effective January 4, 
1957”’. 

The budget proposed by the Committee on Veterans’ Affairs and 
submitted to the Committee on House Administration for the 85th 
Congress is as follows: 

Salaries (full-time members (2) assigned to forfeiture of veterans’ claims 

and other matters in the pension and compensation field; full-time 

member (1) assigned to investigation of veterans’ housing programs)... $24, 000 
Travel for committee members and staff members-witnesses__.......-- . 


Reporters’ services and miscellaneous expenses, such as supplies, postage, 
telegrams, telephone, special reports, etc...............-...----..- , 000 
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AUTHORIZING THE SERGEANT AT ARMS OF THE HOUSE 
OF REPRESENTATIVES TO INSURE THE FUNDS OF HIS 
OFFICE 


Fresruary 7, 1957.—Ordered to be printed 


Mr. Burteson, from the Committee on House Administration, 
submitted the following 


REPORT 


[To accompany H. Res. 144] 


The Committee on House Administration, to whom was referred 
House Resolution 144, having considered the same, report favorably 
thereon without amendment and recommend that the resolution 
do pass. 


O 
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PROVIDING FOR EXPENSES OF INVESTIGATIONS 
AUTHORIZED BY HOUSE RESOLUTION 56 





Fesrvary 7, 1957.—Ordered to be printed 





Mr. Buruzson, from the Committee on House Administration, 
submitted the following 


REPORT 


[To accompany H. Res. 146] 


The Committee on House Administration, to whom was referred 
House Resolution 146, having considered the same, report favorably 
thereon with an amendment and recommend that the resolution as 
amended do pass. 

The amendment is as follows: 

Line 3, strike out “$250,000” and insert “$225,000”. 

House Resolution 146 was considered, amended, and ordered 
reported to the House of Representatives by the Committee on 
House Administration provided the following conditions are met by 
the Select Committee on Small Business: 

1. That the Select Committee on Small Business will not enter the 
field of newsprint investigations. 

2. That before any part of the $50,000 proposed to be expended 
for investigation of the iron and steel scrap industry is actually 
spent, a detailed budget on this proposal be submitted to the Com- 
mittee on House Administration. 

3. That the highest ranking minority employee on the staff of the 
Select Committee on Small Business be given the same salary as the 
next to the highest ranking majority employee. 

The proposed budget cakeaitied by the Select Committee on Small 
Business for the 1st session of the 85th Congress is as follows: 

The total of the annual salaries for the staff required to carry on 
the regular work of the committee, as the staff*existed for that pur- 
pose, December 31, 1956, would be $138,609.41. 

That amount required for the staff is set forth in detail as follows: 


86008 











2 EXPENSES OF INVESTIGATIONS AUTHORIZED BY H. RES. 56 
















it GSU COO. 6 6. ce cdcccnctcninccccnstetidsirenisnceseiasbtbabesnies 800 4, 800. 00 

CARE SIRE GHNCREE 6 cic ccciretcnccccctnntatninnancsstedbbsssesnnteuie 8, 000 13, 617. 70 

IE Be in ois cccnecattcsnctntnicsctisatscnnibasenssennigebenhtnl 3, 800 7, 104, 83 

Ra itches asiesciien teva dain ilcinnse pas iacaepeb a ebaseseoeneh in ademelanan ican iain dein aeleaaale 3, 800 7, 104.83 

SIO CINE, 5 ccnecccccnasancscescisnnenerctessiannsdnionmnmend 3, 800 7, 104. 88 

ID. << nticnicttcnsnuseicusedahontnnnnsinreniadkiammaianiatl 3, 800 7, 104, 83 

i ecto ieocuiecctgentbenieniinheaetaaineiiaideamnel 6, 500 11, 388, 36 

Georgians y Wr MARIN 5 or csn de dewtncnchbcbon Seep bacteshadectcohbabbpeses s-s-] 3,000 5, 734. 66 

I 6 nccptrennnenscaiantiaangipieenensnimeenmmel 5, 800 10, 347. 99 

DG. nn nSthk on Hip debchcabnddectubiiadhon ehbloe dh dd accdeddesehdudbeherothe dah 5, 800 10, 347. 99 

IIE Dit inint batch natsndcennndnvessinenitneinbatnanssgaaainnnaeen 87! 7, 283.27 

7, 104. 83 

6, 847. 92 

6, 591. 01 

5, 392, 12 

5, 392. 12 

5, 392. 12 

138, 609, 41 
Most of the members of the staff who filled the positions indicated above during the 
84th Cong. are available to continue in that work during the term of the 85th Cong. 
Some of them received very little increase in their salaries during the 2 years they 
have served on the staff of the Small Business Committee. It is believed that 
among them will be cases which would warrant increases in their salaries during the 
85th Cong. Therefore, the tota) requested to cover the salaries of the staff in 
carrying on the regular work of the committee during 1957 (ist sess. of the 85th 
Cong.), including an amount of,$7,390.59..to. provide for past-due prometions, 

WORTRIDOIN AG Sciences sictencecistciaeeessusuns podusensavtstebeddsdinniinal wwatnnem. 145, 000. 00 

Estimated miscellaneous expenses forthe regular work of the committee: 
Telephone, telegraph, stationery supplies, periodicals, and mimeographing serv- ‘ 

DR ccccdanenctucksoanhn anh diindeagud tie siitineniheben dun dbinineerbaiaenhibl sabia , 000. 00 
Travel expense (members of committee and staff). ...........-......-..-.---.---|-.--.--- 15, 000. 00 
PRES DOI: Gv .ccncncdniiniciinnictecintnntissasidenitinietitnmnieenen 9, 000. 00 

Total expenses. ._..........--. goaievwdapnnbebpoanapiihcenprcannitie tl aenatek 30, 000. 00 


| 


Tota) amount of funds needed to earry on the regular work of the committee 
ee 106 es SEE SINE BOOT 6 4 ccrntrnhiisincnienpetknnabipiaikenweingnanntimees ~---| 175, 000. 00 
In addition to the funds that would be required to carry on the regular work of the 
committee, funds are requested to cover the estimated cost of 2 special projects 
which the committee has been requested to undertake. They, including the 
a which it is believed would be necessary to carry them forward, are as 
follows: 
Investigation and report on trade practices and conditions in the iron and steel 
scrap industry, and their effect on small business. -_-........-......--.--.------|--<es--- 50, 000. 00 
Investigation and report on trade practices and conditions in the newsprint 
industry, including discriminatory practices and their effect on smal] news- 
pager Gres GG CURSE TINGE PIRI O so ctennngupcandamececcneccascucenonenannstcacneges 25, 000. 00 


Total funds required, for (1st sess., 85th Cong.) 1957.....-......---.---<- weapenjeccncess 250, 000. 00 


O 





| 
| 
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85TH CONGRESS ! HOUSE OF REPRESENTATIVES Report 
1st Session No. 48 





PROVIDING FUNDS FOR NECESSARY EXPENSES OF THE 
COMMITTEE ON HOUSE ADMINISTRATION 


Fesrvuary 7, 1957.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Burueson, from the Committee on House Administration, 
submitted the following 


REPORT 


[To accompany H. Res. 150] 


The Committee on House Administration, to whom was referred 
House Resolution 150, having considered the same, report favorably 
thereon without amendment and recommend that the resolution do 


pass. 
O 











85TH CONGRESS t HOUSE OF REPRESENTATIVES {! Reporr 
1st Session No. 49 





GRANTING 1 YEAR’S SALARY TO THE ESTATE OF 
EDWARD JOSEPH MARSHALL, LATE AN EMPLOYEE 
OF THE HOUSE OF REPRESENTATIVES 


Fresruary 7, 1957.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Burueson, from the Committee on House Administration, 
submitted the following 


REPORT 


[To accompany H. Res. 151] 


The Committee on House Administration, to whom was referred 
House Resolution 151, having considered the same, report favorably 
thereon without amendment and recommend that the resolution do 
pass. 


O 








85rH CONGRESS HOUSE OF REPRESENTATIVES { °¥#Reporr 
Ist Session No. 50 








PROVIDING FOR EXPENSES OF INVESTIGATIONS 
AUTHORIZED PURSUANT TO HOUSE RESOLUTION 99 


Fepruary 7, 1957.—Ordered to be printed. 


Mr. Burieson, from the Committee on House Administration, 
submitted the following 


REPORT 


[To accompany H. Res. 152] 


The Committee on House Administration, to whom was referred 
House Resolution 152, having considered the same, report favorably 
thereon without amendment and recommend that the resolution 
do pass. 

The proposed budget submitted by the Committee on Interstate 
and Foreign Commerce to the Committee on House Administration 
for the 85th Congress is as follows: 


2 GOERS, 66: 9G: Boe Chet. tO? 2 FOOS. 2 oe Simsccecaccbeusntieencuseden $37, 500 
i ClOFE, OF S14: S00: Tee 2 OMS... 6 ne cccacnwuansenbeddeneuukewece 29, 600 
etenographie reporting f60'S yeare... oo. ok Sea ec cencansnnas 2, 500 
ING ai civics ance cddkia ides sia aa a ae 2, 000 
REWVG). « cawacnd bake na chitin. bib tiaata ee dee ee ee ae 25, 000 

SOM oc ncuvdinenxevabitinannea Dedede ena 96, 600 
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INTERIM INCREASE IN FEDERAL NATIONAL MORTGAGE 
ASSOCIATION BORROWING AUTHORITY 





Fesrvuary 7, 1957.—Committed to the Committee of the Whole House on the 
state of the Union and ordered to be printed 





Mr. Spencer, from the Committee on Banking and Currency, 
submitted the following 


REPORT 


[To accompany H. J. Res. 209] 


The Committee on Banking and Currency, to whom was referred 
the joint resolution (H. J. Res. 209) to provide interim assistance, 
through the Federal National Mortgage Association, in relieving the 
shortage of funds for home loans pending further investigation of 
housing credit conditions, having considered the same, report favor- 
ably thereon without amendment and recommend that the joint 
resolution do pass. 


PURPOSE OF THE RESOLUTION 


The purpose of the resolution is to provide immediate assistance 
on an interim basis to the secondary market operation of the Federal 
National Mortgage Association. 

The secondary market facilities of the FNMA provide an essential 
backstop to the private secondary market for FHA-insured and 
VA-guaranteed home mortgage loans. Since FNMA’s secondary 
market stands ready to buy FHA and GI loans at prices close to the 
market prevailing in different geographic areas, originating institutions 
are encouraged to make the liberal terms of Government-assisted 
mortgage financing available for moderately priced homes. FNMA’s 
supplemental role in the secondary market for VA and FHA loans is 
of particular importance during a period such as the present when the 
shortage of private funds for such loans is most acute. 

As the pressure upon available investment capital tightened 
steadily during 1956, mortgage originators were forced to rely upon the 
facilities of FNMA’s secondary market to an ever-increasing degree. 
For example, the amount of mortgages offered monthly to FNMA 

86006 











2 INTERIM INCREASE IN BORROWING AUTHORITY 


increased from about $64 million in August 1956 to about $109 million 
in September, and to more than $200 million in each of the months of 
October and November. Offerings in December 1956 and January 
1957 averaged nearly $150 million a month. 

This sharp acceleration in the rate of delivery of FHA and GI 
mortgages to FNMA put a heavy strain upon the market’s facilities 
and by the end of January 1957 it became clear that the resources 
of FNMA’s secondary market operation faced imminent exhaustion 
within a matter of weeks. 

Most of the funds used in financing FNMA’s secondary market 
operations are borrowed funds. Under the existing provisions of the 
FNMA Charter Act, the total borrowing authority under the second- 
ary market operation is approximately $1.1 billion. This maximum 
borrowing authority derives from the provision of the charter which 
limits FN MA’s borrowing authority to 10 times the sum of its capital 
and surplus. Capital stock subscriptions to date total approximately 
$109 million. Of this amount, some $16 million consists of common 
stock subscriptions by private mortgage sellers, and the balance of 
approximately $93 billion consists of preferred stock which was issued 
to the Secretary of the Treasury in late 1954 at the time operations 
began under the new charter. The present capital stock total of 
approximately $109 million is the base figure against which the multi- 
plier of 10 is applied to determine the present maximum borrowing 
authority of approximately $1.1 billion. 

During the past 6 months FNMA’s rate of purchases and commit- 
ments has risen so rapidly that its unobligated resources were reduced 
to approximately $240 million at the end of 1956, and by the end ‘of 
January 1957 they had shrunk to approximately $140 million. At 
the present rate of purchase activity it seems likely that the agency 
purchase program will necessarily come to an abrupt halt early in 
March unless immediate relief is provided by legislation increasing 
its borrowing authority, which is the precise purpose of House Joint 
Resolution 209. 

Under present arrangements temporary or interim borrowings from 
the Treasury have been undertaken as funds have been required. 
When such interim borrowings reach an aggregate amount justifying 
offerings in the public market, notes are offered to the investing public 
and the proceeds are available to the Association to repay the borrow- 
ings from the Treasury and for general corporate purposes, including 
the purchase of additional mortgages. Under this procedure, most 
of the funds needed by the Association in its secondary market 
operation are supplied by private investors. ‘This is in accord with 
those express provisions of the charter which require that the opera- 
tions shall be financed by private capital to the maximum extent 
feasible. 

WHAT THE RESOLUTION PROVIDES 


Section 1 of the resolution would provide an increase of $50 million 
in FNMA’s capitalization, making a total capitalization of approxi- 
mately $159 million. To accomplish this increase FNMA would 
deliver to the Secretary of the Treasury an additional $50 million of 
its preferred stock in exchange for an equal amount of its notes held 
by the Secretary of the Treasury under the arrangements for interim 
borrowings described above. The total borrowing authority under 
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INTERIM INCREASE IN BORROWING AUTHORITY 3 


the 10 to 1 ratio would thereby be increased to an amount approxi- 
mating $1.6 billion, from the present approximately $1.1 billion. 

Section 2 would increase the maximum amount of FNMA’s 
secondary-market operations obligations which the Secretary of the 
Treasury can acquire. At the present, the maximum amount that the 
Secretary of the Treasury may purchase is limited to $1 billion. A 
second limitation in the Charter Act, based on the relation of the 
amount of these obligations to reductions in FNMA’s management 
and liquidating functions portfolio, no longer governs. For these 2 
existing limitations, there would be substituted a single maximum of 
$1.35 billion. 

This type of authorization provides principally a form of Treasury 
backstop which assures a ready source of funds under emergency 
conditions when private investors might be unable or unwilling to 
purchase FNMA’s notes. It also furnishes, of course, additional 
assurance to private investors that FNMA has a source of liquid funds 
with which to pay off maturing notes in any unforeseen circumstance 
in which neither liquidation of the portfolio nor refinancing might be 
feasible. 

NEED FOR FURTHER LEGISLATION 


Your committee wishes to emphasize that the resolution is a stop- 
gap measure. We are aware that it in no way provides a lasting solu- 
tion to the serious shortage of mortgage capital which is threatening 
to cripple an industry which plays a vital role in the health of our 
overall economy, and an industry which must supply the housing 
needed by our people. 

Your committee is aware that the resolution would provide relief 
for a shorter time period than would the proposal sponsored by the 
administration. The administration has proposed increasing FNMA’s 
capitalization by $100 million, thereby increasing FNMA’s borrowing 
authority by an additional billion dollars. It should be emphasized 
that the administration recommends a $100 million increase as & 
long-term solution, not as an interim measure. The committee is 
not convinced that an increase of $100 million is sufficient for the 
long run. 

Also the administration’s proposal would increase the backstop 
authority of the Treasury to hold FNMA obligations by an additional 
$700 million in contrast to the $350 million increase proposed in the 
resolution. Your committee would like to point out, however, that 
under the administration proposal only one-half of the Treasury 
backstop authority, namely $350 million, would be available during 
this fiscal year, with the remainder to be available after June 30, 1957. 
Because of this spacing out of the Treasury backstop authority, your 
committee believes that the assistance to be provided by the resolution 
would not be appreciably different from the administration proposal 
during the current fiscal year. 

Your committee is also aware that several industry groups believe 
most strongly that the additional authorization for FNMA’s secondary- 
market operation which the resolution would provide is totally inade- 
quate. It is our understanding that these same groups have the 
same basic objection to the admuinistration’s waaeaaat™ 

Your committee wishes to make it crystal clear that it is in compelte 
agreement with the argument that a short-term addition to FNMA’s 
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borrowing authority, such as the resolution provides, in no way pro- 
vides a solution to the basic mortgage credit problem besetting the 
home construction and residential financing industries. Your com- 
mittee is as anxious as anyone to maintain a healthy and sound level 
of home construction. But your committee believes strongly that 
the problem cannot be oversimplified. While there may be general 
agreement on the objective, the methods which could be employed to 
achieve a greater flow of credit to the home building industry are 
complex, varied, and controversial. A number of bills have been 
referred to your committee which provide for the use of a portion of 
the national service life insurance funds, greater employment of 
FNMA funds under its special assistance program, or a much larger 
increase in F NMA’s secondary market borrowing authority than that 
proposed either in this resolution or by the administration. Several 
of the bills would employ a combination of these devices in a multi- 
pronged attack on the problem. 

Your committee wishes to emphasize that most of these proposals 
would involve the authorization of very large sums. Most of them 
would involve the Government in new and untried fields. While 
your committee has already achieved a considerable knowledge of the 
scope and nature of these proposals, we believe emphatically that they 
must be given additional study by the committee, and further that 
all interested parties must be given an opportunity to express their 
views. 

Another factor which complicates the problem greatly is the 
question as to the ultimate action to be taken by the Congress con- 
cerning the maximum 4% percent interest rate for VA-guaranteed 
loans. ‘The Committee on Veterans’ Affairs is now deliberating on 
the GI interest rate question. The nature of the decision taken by 
that committee and by the Congress will obviously have the greatest 
bearing upon the shape of future mortgage credit legislation. 

But in any event your committee wishes to stress in the strongest 
language possible that it is fully aware of the need for prompt legis- 
lative action in the mortgage credit field this session. Accordingly, 
we are instructing the Subcommittee on Housing of the Banking 
and Currency Committee to give the highest possible priority to this 
problem. ‘The subcommittee on housing will begin hearings promptly 
so that it may report to the full committee as expeditiously as pos- 
sible its recommendations for a mortgage credit bill which will pro- 
vide more substantial and lasting assistance. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the rules of the House 
of Representatives, changes in existing law made by the joint resolu- 
tion, as introduced, are shown as follows (existing law proposed to 
be omitted is enclosed in black brackets, new matter is printed in 
italic, existing law in which no change is proposed is shown in roman); 
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Nationat Hovusine Act 


CAPITALIZATION 
Src. 303. (a) * * * 


* * * * * * ~ 


(d) Within ninety days following the effective date of the Housing 
Act of 1954, as of the day following a cutoff date to be determined by 
the Association, the Association is authorized and directed to issue 
and deliver to the Secretary of the Treasury, and the Secretary of the 
Treasury is authorized and directed to accept preferred stock of the 
Association having an aggregate par value equal to the sum of (1) 
the amount of $21,000,000 (being the amount of the original subscrip- 
tion for capital stock of $20,000,000 and paid-in surplus of $1,000,000 
of the Association) and (2) an amount equal to the Association’s sur- 
plus, surplus reserves, and undistributed earnings, computed as of the 
close of the cutoff date. In addition to the preferred stock provided for 
in the first sentence of this subsection, the Association is authorized and 
directed to issue and deliver to the Secretary of the Treasury, and the 
Secretary of the Treasury is authorized and directed to accept, preferred 
stock of the Association having an aggregate par value equal to 
$50,000,000. 

(e) The preferred stock of the Association delivered to the Secre- 
tary of the Treasury pursuant to the first sentence of subsection (d) of 
this section shall be in exchange for (1) the note or notes evidencing 
the aforesaid original $21,000,000 (upon which the accrued interest 
shall have been paid through the cutoff date referred to in subsection 
(d) of this section), and (2) the release to the Association of any and 
all rights or claims which the United States might otherwise have or 
claim in and to the Association’s capital, surplus, surplus reserves, and 
undistributed earnings, computed as of the close of the aforesaid 
cutoff date. The preferred stock of the Association delivered to the 
Secretary of the Treasury pursuant to the second sentence of subsection (d) 
of this section shall be in exchange for a note or notes of the Association, 
aggregating $50,000,000 in principal amount (and upon which the 
accrued interest ‘shall have been paid through the date of delivery), held by 
the Secretary of the Treasury pursuant to the authority contained in 
section 304 (ce). 

* * 7 - * * * 


SECONDARY MARKET OPERATIONS 
Sec. 304. (a) * * * 


~ * * *” * * 


(c) The Secretary of the Treasury is authorized in his discretion 
to purchase any obligations issued pursuant to subsection (b) of this 
section, as now or hereafter in force, and for such purpose the Secre- 
tary of the Treasury is authorized to use as a public debt transaction 
the proceeds of the sale of any securities hereafter issued under the 
Second Liberty Bond Act, as now or hereafter in force, and the pur- 
ea for which securities may be issued under the Second Libert 

ond Act, as now or hereafter in force, are extended to include suc 
purchases. The Secretary of the Treasury shall not at any time pur- 
chase any obligations under this subsection if (1) all of the preferred 
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stock of the Association held by the Secretary of the Treasury has 
been retired, or (2) [such purchase would increase the aggregate prin- 
cipal amount of his then outstanding holdings of such obligations 
under this subsection to an amount greater than $500,000,000 plus an 
amount equal to the total of such reductions in the maximum dollar 
amount prescribed by section 306(c) as have theretofore been effected 
pursuant to that section: Provided, That such aggregate principal 
amount under this subsection (c) shall in no event exceed $1,000,000- 
000] such purchase would increase the aggregate principal amount of 
his then outstanding holdings of such obligations under this subsection 
to an amount greater than $1,350,000,000. Each purchase of obligations 
by the Secretary of the Treasury under this subsection shall be upon 
such terms and conditions as to yield a return at a rate determined 
by the Secretary of the Treasury, taking into consideration the current 
average rate on outstanding market ohln obligations of the United 
States as of the last day of the month preceding the making of such 
purchase. The Secretary of the Treasury may, at any time, sell, 
upon such terms and conditions and at such price or prices as he shall 
determine, any of the obligations acquired by him under this subsec- 
tion. All redemptions, purchases, and sales by the Secretary: of the 
Treasury of such obligations under this subsection shall be treated as 
public debt transactions of the United States. 


O 


| 
| 
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TAX RATE EXTENSION ACT OF 1957 





Fesrvary 7, 1957.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Cooper, from the Committee on Ways and Means, submitted 
the following 


REPORT 


[To accompany H. R. 4090] 


The Committee on Ways and Means, to whom was referred the 
bill (H. R. 4090) to provide a 1-year extension of the existing corpo- 
rate normal-tax rate and of certain excise-tax rates, having considered 
the same, report favorably thereon without amendment and recom- 
mend that the bill do pass. 


I, GENERAL STATEMENT 


H. R. 4090, as reported by your committee, provides for a 1-year 
extension of the present corporate income tax rate and the existing 
rates of certain excises. The rates of these taxes otherwise are 
scheduled for reduction on April 1, 1957. 

The present 52 percent corporate income tax rate, without the 
1-year extension provided in the bill, would revert to 47 percent as of 
the Ist of this April through a reduction in the normal tax rate from 
30 percent to 25 percent. The excise tax rates, which without this 
bill also would be decreased this April, are those on alcoholic bever- 
ages, cigarettes, automobiles, and automobile parts and accessories, 
This bill does not affect excise tax rates which previously were sched- 
uled for reduction this April, but as a result of the Highway Revenue 
Act of 1956 were extended (along with certain increases) until July 1 
1972. Tax rates previously in extension acts which were extended 
by the Highway Revenue Act of 1956 are those on gasoline, trucks and 
buses, and diesel and special motor fuels. 

Your committee has agreed to the extension of the present corporate 
and excise tax rates because of their effect on the Federal budget in 
the fiscal year 1958. If these rates were not extended it is estimated 
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oat there would be a deficit in the fiscal year 1958 of about $500 
million. 

The President in his budget message after indicating that tax rates 
are still too high and that we should look forward to further tax 
reductions as soon as a sound budget policy permits went on to state: 


* * * However, the reduction of tax rates must give way 
under present cirucmstances to the cost of meeting our 
urgent national responsibilities. 

For the present, therefore, I ask for continuation for 
another year of the existing excise tax rates on tobacco, 
liquor, and automobiles, which, under present law, would 
be reduced next April 1. I must also recommend that the 
prem corporate tax rates be continued for another year. 

t would be neither fair nor appropriate to allow excise and 
corporate tax reductions to be made at a time when a general 
tax reduction cannot be undertaken. 


II. REVENUE AND BUDGET EFFECTS 


The revenue effects of your committee’s bill for the fiscal years 1957 
and 1958, and also on a full year’s basis, are shown in table 1. Only 
the extension of the excise taxes is expected to have any effect on 
budget receipts in the fiscal year 1957. Under existing law the excise 
tax reductions would be effective for April, May, and June in the 
fiscal year 1957, and the collections for the fiscal year 1957 would 
reflect most of the reductions for these months. 

The reduction in corporate taxes under existing law will not be 
reflected in receipts in fiscal year 1957 because of the lag in corporate 
tax collections. Most of the revenue effect from extending the present 
corporate income tax beyond April 1, 1957, will be reflected in the 
fiscal year 1958, but some effect will carry over into the fiscal year 
1959. 

If the various excise-tax rates provided for in this bill were not 
extended until April 1, 1958, refunds of approximately $180 million 
would have to be paid to dealers with respect to their floor stocks, or 
inventories of taxed articles, on which the rates would be reduced. 
These refunds would have been paid in fiscal year 1958 if these excise 
tax rates were not extended; with the 1-year extension provided in 
this bill, expenditures for these floor-stock refunds will be postponed 
until the fiscal year 1959. 
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TaBLE 1.—Estimated revenue gain from extension of existing corporate and excise tax 
rates 


{Extension from Apr, 1, 1957, to Apr. 1, 1958] 





Estimated revenue gain (in 
millions of dollars) 
Change in rate which would = 
occur without bill 
Fiscal Fiscal | Full-year 





1957 1958 effect 
Corporation income tax.................... 52 to 47 percent normal tax |.......... 1, 375 2,075 
(reduced from 30 to 25 per- 
cent). 
Excises: 
Alcohol taxes:] 
DME TOE <ccnacuncacsecaccese $10.50 to $9 per gallon. ......- 40 102 142 
GOS... « snndocitienihaanigngeineldgeh $9 to $8 per barrel........... 21 64 85 
W MER. inndadnisnestntiaebeqensed VESIe Sle annapsinnpncne 3 7 10 
Totel, aleeholle DECERSES....605545)chdy- cohen caeeeenupeceneeesn 64 173 237 
‘Tobacco taxes: Cigarettes (small)_...... $4 to $3.50 per 1,000.......... 50 150 200 
Manufacturers’ excise taxes: 
POGRUIIE OBES. cacincics 5 setwcenensod 10 to. 7 percent... oscceb-.-s< 51 354 405 
Auto parts and accessories.......... SW Fi arendadasensae= 7 51 58 
Total, manufacturers’ excises.....|.......-..-------------------- 58 405 463 
TOERE GRC 5 boo a ond no sw bn blew don nchohaeaieindaaduaa 172 728 900 
Total, corporate income tax and |-.......-....-.--------------- 172 2, 103 2, 975 


excises. 


Note.—Floor-stock refunds of about $180 million will be postponed from the fiscal year 1958 to the fiscal 
year 1959 by the extension of existing excise tax rates. 


Source: Prepared by the staff of the Joint Committee on Internal Revenue Taxation, 


On a full year’s basis the extension of the present corporate rate will 
increase revenues by $2,075 million and excise taxes by $900 million, 
making a total full-year effect under the bill of $2,975 million. This 
is somewhat smaller than the figure indicated in the Tax Rate Exten- 
sion Act of 1956 because the Highway Revenue Act of 1956 has already 
extended beyond 1958 certain of the excises which were previously 
involved in the prior act. 

Table 2 shows the effect of your committee’s bill on the budgets 
for the fiscal years 1957 and 1958. Expenditures in the budget as 
presented by the President for the fiscal years 1957 and 1958 are 
estimated at $68.9 and $71.8 billion, respectively. Receipts for these 
years are estimated at $70.6 and $73.6 billion, respectively. These 
figures reflect a surplus of $1.7 billion in 1957 and $1.8 billion in 1958. 
As was indicated in table 1, if the present corporate income and excise 
tax rates were not extended, there would be a loss in revenue of $172 
million in the fiscal year 1957 and $2,103 million in the fiscal year 1958. 
Moreover, if these rates were not extended, floor-stock refunds of 
about $180 million also would have to be paid during the fiscal year 
1958. Thus, the failure to extend these rates would reduce the surplus 
in the fiscal year 1957 to about $1.5 billion and would result in a 
deficit of about $500 million in the fiscal year 1958. 
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TaBLe 2.—Effect on the 1957 and 1958 budgets of allowing terminations of rates as 
scheduled Apr. 1, 1957 





Fiscal year 


I a... «5s cena eaiddbdliedianhieiinniiineidetassgnnauinsiewandaeah 
DUI is Sine ae ine been accede eaigiicedmnienenas 


Budget surplus (+). hari i Lh Malem einai anal 
Effect of termination of corporate “and excise rates: 





ee TY CO RE eee eee 2.1 
RE OF TRRNGIOIE CRIED. 6... <ccaccctsdeddincdinseeiubusesdastnnensesen |------------ —.2 
Budget surplus (+) or deficit (—) without extension of rates_.............- +1.5 —.6 


Source: Prepared by the staff of the Joint Committee on Internal Revenue Taxation. 
III. SUMMARY OF BILL 


The first section of the bill indicates that this act is to be cited as the 
“Tax Rate Extension Act of 1957.” 

Section 2 of the bill extends for 1 year the present 52 percent cor- 
porate income tax rate which otherwise is due to revert to 47 percent 
as of April 1, 1957. The 5 percentage point reduction will occur in the 
30 percent normal tax to which all corporate taxable income is sub- 
ject. The 22 percent surtax, which applies only to income above 
$25,000, remains unchanged. 

The rate extension provided by section 2 in the case of the corporate 
income tax makes the 52 percent rate applicable to taxable years 
beginning before April 1, 1958, and a 47 percent rate applicable with 
respect to taxable years beginning on or after this date. A proration 
formula, already in section 21 of the Internal Revenue Code, provides 
for corporations whose taxable years overlap April 1, 1958. 

Section 2 extends the present corporate income tax rate not only for 
ordinary corporations but also for mutual insurance companies and 
interinsurers. 

Section 3 of the bill extends for 1 year the present excise tax rates 
due to be automatically reduced as of April 1, 1957. ‘These include 
the excise taxes on distilled spirits, beer, wine, cigarettes, passenger 
automobiles, and automobile parts and accessories. These excises are 
described more fully in table 3 which shows the unit of tax and the 
rates before and after April 1, 1958, under this bill. 
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TaBLeE 3.—Enxcise tax rates extended until Apr. 1, 19581 











Rate ex- 
tended for | Rate to be 
Unit of tax period from | come effec- 
Apr. 1, 1957, | tive Apr. 1, 
to Mar. 31, 1958 ! 
1958 
ecard ibeinhitilisi naaemasiiiageamiadilaanees 
Liquor taxes: 
Pe ANNE: «acca tacuamstnabannsiueneniia: | Per proof gallon........... $10.50......- $9. 
TNE wscucsinardnsietaaiaingusaehdiamntendadidamaks atti: | PG DOIOR sc cdicacaccaucé Webalbliewsas | $8. 
Wine: 
Still wine: | 
Eoptoising less than 14 percent | Per wine gallon..........- 17 cents....- 15 cents. 
aiconol, 
Containing 14 to 21 percent alcohol....| Per wine gallon........... 67 cents. ...- 60 cents, 
Containing 21 to 24 percent alcohol....| Per wine gallon..........- Ws ns darntnte $2. 
Conmiing more than 24 percent | Per wine gallon........... $10.50....... $9. 
alcohol 
Sparkling wines. liqueurs, cordials, ete.: 
Champagne or sparkling wine_.......-. Per wine gallon..........-. . aes $3. 
Liqueurs, cordials, etc. ese Fi eR eh aeee $1.60. 
Artifically carbonated wines.........- Per wine gallon........... ke Sern $2 
Tobaceo taxes: Cigarettes..............-.........- a ee OU $3.50. 
Manufacturer’s excises: 
Ween OE i hi. ete btess nn ndaceistics | Manufacturers’ sale price.| 10 percent...| 7 percent. 
Auto parts and accessories. ................... | Manufacturers’ sale el 8 percent....| 5 percent. 
| 





1 These rates were increased by the Revenue Act of 1951 and the increases were scheduled to terminate on 
Apr. 1, 1954. The Excise Tax Reduction Act of 1954 oxtended these rate increases to Apr. 1, 1955, the Tax 
Rate Extension Act of 1955 extended these rate increases to Apr. 1, 1956, and the Tax Rate Extension Act 
of 1956 extended these rate increases to Apr. 1, 1957. The Highway Revenue Act of 195¢, in addition to 
making certain increases, extended the taxes on gasoline, trucks, buses, and truck trailers, and diesel and 
special motor fuel taxes, which were in the prior extension acts, until July 1, 1872. 


Source: Prepared by the staff of the Joint Committee on Internal Revenue Taxation, 


In addition to extending the rates specified above, section 3 of the 
bill postpones for 1 more year the floor-stock refunds or credits 
presently effective with respect to stocks of various taxpaid products 
on hand on April 1, 1956. These floor-stock refunds are available in 
the case of distilled spirits, wines and beer, cigarettes and automobiles. 

Section 3 also extends for 1 year the present drawback of $9.50 per 
proof gallon for distilled spirits used in the manufacture of medicines, 
medicinal preparations, food products, flavors, or flavoring extracts, 
which are unfit for beverage purposes. In conformance with the 
change in the distilled spirits tax, as of April 1, 1958, this drawback 
under the bill decreases to $8 per proof gallon in order to maintain a 
net tax of $1 per proof gallon on distilled spirits used for these purposes. 


IV. CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as 
introduced, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


INTERNAL REVENUE CODE OF 1954 


SEC. 11. TAX IMPOSED. 


(a) CorporaTIONs IN GENERAL.—A tax is hereby imposed for each 
taxable year on the taxable income of every corporation. The tax 
shall consist of a normal tax computed under subsection (b) and a 
surtax computed under subsection (c). 
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(b) Norma Tax.— 
(1) TAXABLE YEARS BEGINNING BEFORE APRIL 1, [1957] 1958.— 
In the case of a taxable year beginning before April 1, [1957] 
1958, the normal tax is equal to 30 percent of the taxable income. 
(2) TAXABLE YEARS BEGINNING AFTER MARCH 31, [1957] 
1958.—In the case of a taxable year beginning after March 31, 
[1957] 1958, the normal tax is equal to 25 percent of the taxable 
income, 
* * * * * * * 


SEC. 821. TAX ON MUTUAL INSURANCE COMPANIES (OTHER THAN 
LIFE OR MARINE OR FIRE INSURANCE COMPANIES 
ISSUING PERPETUAL POLICIES). 

(a) Imposition or Tax on Morvan Compantes Otuer THAN 
InTERINSURERS.—There shall be imposed for each taxable year on 
the income of every mutual insurance company (other than a life 
or & marine insurance company or a fire insurance company subject 
to the tax imposed by section 831 and other than an interinsurer or 
reciprocal underwriter) a tax computed under paragraph (1) or 
paragraph (2), whichever is the greater: . 

(1) If the mutual insurance company taxable income (com- 
puted without regard to the deduction provided in section 242 
for partially tax-exempt interest) is over $3,000, a tax computed 
as follows: 

(A) NorMAL TAx.— 
(i) TAXABLE YEARS BEGINNING BEFORE APRIL 1, [1957] 
1958.—In the case of taxable years beginning before 
April 1, [1957] 1958, a normal tax of 30 percent of the 
mutual insurance company taxable income, or 60 per- 
cent of the amount by which such taxable income ex- 
ceeds $3,000, whichever is the lesser; 
(ii) TAXABLE YEARS BEGINNING AFTER MARCH 31, 
[1957] 1958—In the case of taxable years beginning 
after March 31, [1957] 1958, a normal tax of 25 per- 
cent of the mutual insurance company taxable income, 
or 50 percent of the amount by which such taxable 
income exceeds $3,000, whichever is the lesser; plus 
(B) Surtax.—A surtax of 22 percent of the mutual insur- 
ance company taxable income (computed without regard to 
the deduction provided in section 242 for partially tax- 
exempt interest) in excess of $25,000. 

(2) If for the taxable year the gross amount of income from 
the items described in section 822 (b) (other than paragraph 
(1) (D) thereof) and net premiums, minus dividends to policy- 
holders, minus the interest which under section 103 is excluded 
from gross income, exceeds $75,000, a tax equal to 1 percent of 
the amount so computed, or 2 percent of the excess of the amount 
so computed over $75,000, whichever is the lesser. 

(b) Imposition or Tax on InTERINSURERS.—In the case of every 
mutual insurance company which is an interinsurer or reciprocal 
underwriter (other than a life or a marine insurance company or & 
fire insurance company subject to the tax imposed by section 831), 
if the mutual insurance company taxable income (computed as pro- 
vided in subsection (a) (1)) is over $50,000, there shall be imposed 
for each taxable year on the mutual insurance company taxable 
income a tax computed as follows: 
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| (1) Norman Tax.— 
(A) TAXABLE YEARS BEGINNING BEFORE APRIL 1, [1957] 
| 1958.—In the case of taxable years beginning before April 1, 
[1957] 1958, a normal tax of 30 percent of the mutual in- 
| surance company taxable income, or 60 percent of the 
amount by which such taxable income exceeds $50,000, 
whichever is the lesser; 
(B) TAXABLE YEARS BEGINNING AFTER MARCH 31, [1957] 
1958.—In the case of a taxable year beginning after March 
31, [1957] 1958, a normal tax of 25 percent of the mutual 
insurance company taxable income, or 50 percent of the 
amount by which such taxable income exceeds $50,000, 
whichever is the lesser; plus 
(2) Surrax.—A surtax of 22 percent of the mutual insurance 
company taxable income (computed as provided in subsection 
(a) (1) in excess of $25,000, or 33 percent of the amount by 
which such taxable income exceeds $50,000, which ever is the 
lesser. 
” * * “ + *” ” 


SEC. 4061. IMPOSITION OF TAX. 


(a) Auromopites.—There is hereby imposed upon the following 
articles (including in each case parts or accessories therefor sold on or 
in connection therewith or with the sale thereof) sold by the manu- 
facturer, producer, or importer a tax equivalent to the specified per- 
cent of the price for which so sold: 

(1) Articles taxable at 10 percent, except that on and after 
July 1, 1972, the rate shall be 5 percent— 

Automobile truck chassis. 

Automobile truck bodies, 

Automobile bus chassis. 

Automobile bus bodies. 

Truck and bus trailer and semitrailer chassis. 

Truck and bus trailer and semitrailer bodies. 

Tractors of the kind chiefly used for highway transporta- 
tion in combination with a trailer or semitrailer. 

A sale of an automobile truck, bus, truck or bus trailer or semi- 
trailer shall, for the purposes of this paragraph, be considered to be 
a sale of the chassis and of the body. 

(2) Articles taxable at 10 percent except that on and after 
April 1, [1957] 1958, the rate shall be 7 percent— 

Automobile chassis and bodies other than those taxable 
under paragraph (1). 

Chassis and bodies for trailers and semitrailers (other than 
house trailers) suitable for use in connection with passenger 
automobiles. 

A sale of an automobile, trailer, or semitrailer shall, for the pur- 
poses of this paragraph, be considered to be a sale of the chassis 
and of the body. 

(b) Parts anp Accessories.—There is hereby imposed upon parts 
or accessories (other than tires and inner tubes and other than auto- 
mobile radio and television receiving sets) for any of the articles enum- 
erated in subsection (a) sold by the manufacturer, producer, or im- 
porter a tax equivalent to 8 percent of the price for which so sold, 
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except that on and after April 1, [1957] 1958, the rate shall be 5 


percent. 
* * * * * * * 


SEC. 5001. IMPOSITION, RATE AND ATTACHMENT OF TAX. 
(a) Rate or Tax— 

(1) In GeneRAL.—There is hereby imposed on all distilled 
spirits in bond or produced in or imported into the United States 
an internal revenue tax at the rate of $10.50 on each proof gallon 
or wine gallon when below proof and a proportionate tax at a 
like rate on all fractional parts of such proof or wine gallon. On 
or after April 1, [1957] 1958, the rate of tax imposed by this 
paragraph shall be $9 in lieu of $10.50. 

(2) PRopUCTS CONTAINING DISTILLED sprrits.—All products 
of distillation, by whatever name known, which contain distilled 
spirits or alcohol, on which the tax imposed by law has not 
been paid, shall be considered and taxed as distilled spirits. 

(3) IMPORTED PERFUMES CONTAINING DISTILLED SPIRITS.— 
There is hereby imposed on all perfumes imported into the United 
States containing distilled spirits a tax of $10.50 per wine. gallon, 
and a proportionate tax at a like rate on all fractional parts of 
such wine gallon. On and after April 1, [1957] 1958, the rate 
of tax imposed by this paragraph shal] be $9 in lieu of $10.50. 

* * » * * + * 


EC. 5022. TAX ON CORDIALS AND LIQUEURS CONTAINING WINE. 

On all liqueurs, cordials, or similar compounds produced in the 
United States and not sold as wine, which contain more than 2% 
percent by volume of wine of an alcoholic content in excess of 14 
percent by volume (other than bottled cocktails), there shall be paid, 
in lieu of the tax imposed by section 5021, a tax at the rate of $1.92 
per wine gallon and a proportionate tax at a like rate on all fractional 
parts of such wine gallon until April 1, [1957] 1958, and on or after 
April 1, [1957] 1958, at the rate of $1.60 per wine gallon and a 
proportionate tax at a like rate on all fractional parts of such wine 
gallon. All other provisions of law applicable to rectification shall 
apply to the products subject to tax under this section. 

~ * * *x * . * 


SEC. 5041. IMPOSITION AND RATE OF TAX. 

(a) Imposition.—There is hereby imposed on all wines, including 
imitations, substandard or artificial wine, and compounds sold as 
wine, having not in excess of 24 percent of alcohol by volume, in bond 
in, produced in, or imported into, the United States, taxes at the rates 
shown in subsection (b), such taxes to be determined as of the time of 
removal for consumption or sale. All wines containing more than 
24 percent of alcohol by volume shall be classed as distilled spirits 
and taxed accordingly. 

(b) Rates or Tax.— 

(1) On still wines containing not more than 14 percent of 
alcohol by volume, 17 cents per wine gallon, except that on and 
after April 1, [1957] 1958, the rate shall be 15 cents per wine 
gallon; 

(2) On still wines containing more than 14 percent and not 
exceeding 21 percent of alcohol by volume, 67 cents per wine 
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gallon, except that on and after April 1, [1957] 1958, the rate 
shall be 60 cents a wine gallon; 

(3) On still wines containing more than 21 percent and not 
exceeding 24 percent of alcohol by volume, $2.25 per wine gallon, 
except that on and after April 1, [1957] 1958, the rate shall be 
$2.00 per wine gallon; 

(4) On champagne and other sparkling wines, $3.40 per wine 
gallon, except that on and after April 1, [1957] 1958, the rate 
shall be $3.00 per wine gallon; and 

(5) On artificially carbonated wines, $2.40 per wine gallon, 
except that on and after April 1, [1957] 1958, the rate shall be 
$2.00 per wine gallon. 

* * * 7 - * 


SEC. 5051. IMPOSITION AND RATE OF TAX, 

(a) Rare or Tax.—There is hereby imposed on all beer, brewed or 
coe and sold, or removed for consumption or sale, within the 

nited States, or imported into the United States, a tax of $9 for 
every barrel containing not more than 31 gallons, and at a like rate 
for any other quantity or for the fractiona! parts of a barrel author- 
ized and defined by law. On and after April 1, [1957] 1958, the tax 
imposed by the preeeding sentence shall be at the rate of $8 in lieu of 
$9. In estimating and computing such tax, the fractional parts of a 
barrel shall be halves, thirds, quarters, sixths, and eighths; and any 
fractional part of a barrel, containing less than one-eighth, shall be 
accounted one-eighth; more than one-eighth, and not more than one- 
sixth, shall be accounted one-sixth; more than one-sixth, and not more 
than one-fourth, shall be accounted one-fourth; more than one-fourth, 
and not more than one-third, shall be accounted one-third; more than 
one-third and not more than one-half, shall be accounted one-half; 
more than one-half and not more than one barrel, shall be accounted 
one barrel; and more than one barrel, and not more than 63 gallons, 
shall be accounted two barrels, or a hogshead. The provisions of this 
section requiring the accounting of hogsheads, barrels, and fractional 
parts of barrels at the next higher quantity shall not apply where the 
contents of such hogsheads, barrels, or fractional parts of barrels are 
within the limits of tolerance established by the Secretary or his dele- 
gate by regulations which he is hereby authorized to prescribe; and 
no assessment shall be made and no tax shall be collected for any 
excess in any case where the contents of the hogsheads, barrels, or 
fractional parts of barrels heretofore or hereafter used are within the 
limits of the tolerance so prescribed. 

+ * * « * * * 


SEC. 5063. FLOOR STOCKS TAX REFUNDS ON DISTILLED SPIRITS, 
WINES, CORDIALS AND BEER 


(a) GeNERAL.—With respect to any article upon which tax is 
imposed under this part, upon which internal revenue tax (including 
floor stocks tax) at the applicable rate prescribed has been paid, 
and which, on April 1, [1957] 1958, is held by any person and intended 
for sale or for use in the manufacture or production of any article 
intended for sale, there shall be credited or refunded to such person 
(without interest) subject to such regulations as may be prescribed 
by the Secretary or his delegate an amount equal to the difference 
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between the tax so paid and the rate made applicable to such articles 
on and after April 1, [1957] 1958, if claim for such credit or refund is 
filed with the Secretary or his delegate prior to May 1, [1957] 1958, 
or within 30 days from the promulgation of such regulations. 

(b) Limitations on Eniqrpuiry ror Crepit or Rerunp.—No 
person shall be entitled to credit or refund under subsection (a), 
unless such person, for such period or periods both before and after 
April 1, [1957] 1958 (but not extending beyond 1 year thereafter), 
as the Secretary or his delegate shall by regulations prescribe, makes 
and keeps, and files with the Secretary or his delegate, such records of 
a sales, and purchases as may be prescribed in such regu- 
ations. 

(c) OrgeR Laws Appiicasite.—All provisions of law, includin 
penalties, applicable in respect of internal revenue taxes on distilled 
spirits, wines, liqueurs and cordials, imported perfumes containing 
distilled spirits, and beer shall, insofar as applicable and not inconsist- 
ent with this section, be applicable in respect of the credits and refunds 
provided for in this section to the same extent as if such credits or 
refunds constituted credits or refunds of such taxes. 

* * + * * - x 


SEC. 5134. DRAWBACK. 


(a) In the case of distilled spirits on which the tax has been deter- 
mined and used as provided in this subpart, a drawback shall be 
allowed— 

(1) At the rate of $6 on each proof gallon upon which tax is 
paid at a rate of $9 per proof gallon prior to November 1, 1951; 

(2) at the rate of $9.50 on each proof gallon upon which tax is 
determined at the rate of $10.50 per proof gallon on and after 
November 1, 1951; 

(3) at the rate of $8 on each proof gallon upon which tax is 
determined at a rate of $9 per proof gallon after March 31, [1957] 
1958, 


* * * * * * * 
SEC. 5701. RATE OF TAX. 
* * * * * * * 


(c) Cigarertes.—On cigarettes, manufactured in or imported into 
the United States, there shall be imposed the following taxes: 
(1) SMALL c1GARETTES.—On cigarettes, weighing not more than 
3 pounds per thousand, $4 per thousand until April 1, [1957] 
1958, and $3.50 per thousand on and after April 1, [1957] 1958; 
(2) Larcr cIGARETTEs.—On cigarettes, weighing more than 
3 pounds per thousand, $8.40 per thousand; except that, if more 
than 6% inches in length, they shall be taxable at the rate pre- 
scribed for cigarettes weighing not more than 3 pounds per 
thousand, counting each 2% inches, or fraction thereof, of the 
length of each as one cigarette, 
* * ” * * * * 


SEC. 5707. FLOOR STOCKS REFUND ON CIGARETTES. 

(a) In GenrraL.—With respect to cigarettes, weighing not more 
than 3 pounds per thousand, upon which the tax imposed by sub- 
section (c) (1) of section 5701 has been paid, and which, on April 1, 
[1957] 1958, are held by any person and intended for sale, or are in 








TAX RATE EXTENSION ACT OF 1957 11 


transit from foreign countries or insular possessions of the United 
States to any person in the United States for sale, there shall be 
credited or refunded to such person (without interest), subject to such 
regulations as shall be prescribed by the Secretary or his delegate, an 
amount equal to the difference between the tax paid on such cigarettes 
and the tax made applicable to such articles on April 1, [1957] 1958, 
if claim for such credit or refund is filed with the Secretary or his 
delegate before July 1, [1957] 1958. 

(b) Limrrations on Exvie1BiLiry FoR Crepit or Rerunp.—No per- 
son shall be entitled to credit or refund under subsection (a) of this 
section unless such person, for such period or periods both before and 
after April 1, [1957] 1958 (but not extending beyond 1 year there- 
after), as the Secretary or his delegate shall, by regulation, prescribe, 
makes and keeps, and files with the Secretary or his delegate such 
records of inventories, sales, and purchases as shall be prescribed in 
such regulations, 

* 6 * * * * * 


SEC. 6412, FLOOR STOCKS REFUNDS. 
(a) In GENERAL.— 

(1) PASSENGER AUTOMOBILES, ETC.—Where before April 1, 
[1957] 1958, any article subject to the tax imposed by section 
4061 (a) (2) has been sold by the manufacturer, producer, or im- 
porter and on such date is held by a dealer and has not been used 
and is intended for sale, there shall be credited or refunded 
(without interest) to the manufacturer, producer, or importer an 
amount equal to the difference between the tax paid by such 
manufacturer, producer, or importer on his sale of the article and 
the amount of tax made applicable to such article on and after 
April 1, [1957] 1958, if claim for such credit or refund is filed 
with the Secretary or his delegate on or before August 10, [1957] 
1958, based upon a request submitted to the manufacturer, 
producer, or importer before July 1, [1957] 1958, by the dealer 
who held the article in respect of which the credit or refund is 
claimed; and, on or before August 10, [1957] 1958, reimburse- 
ment has been made to such dealer by such manufacturer, pro- 
ducer, or importer for the tax reduction on such article or written 
consent has been obtained from such dealer to allowance of such 
credit or refund. 





SECTION 497 OF THE REVENUE ACT OF 1951 


SEC. 497. REFUNDS ON ARTICLES FROM FOREIGN TRADE ZONES. 
(a) Importep ArTiICcLEs.—With respect to any article specified in 
section 2000 (c) (2), 2800 (a), 3030 (a), or 3150 (a) of the Internal 
Revenue Code of 1939 (or section 5701 (c), 5001 (a), 5022, 5041 (b), 
or 5051 (a) of the Internal Revenue Code of 1954) on which internal 
revenue tax at the applicable rate prescribed in such section has been 
determined pursuant to section 3 of the Act of June 18, 1934, as 
amended (U.S. C., title 19, sec. 81c), prior to April 1, [1957] 1958, 
and which on or after such date is brought from a foreign trade zone 
into customs territory of the United States and the tax so determined 
thereon paid, there shall be credited or refunded (without interest) to 
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the taxpayer, subject to such regulations as may be prescribed by 
the Secretary, an amount equal to the difference between the tax so 
paid and the amount of tax made applicable to such articles on and 
after April 1, [1957] 1958, if claim for such credit or refund is filed 
with the Secretary within thirty days after payment of the tax. 

(b) Previousty Taxpaip ArTiIcLES.— With respect to any article 
specified in section 2000 (c) (2), 2800 (a), 3030 (a), or 3150 (a) of the 
Internal Revenue Code of 1939 (or section 5701 (c), 5001 (a), 5022, 
5041 (b), or 5051 (a) of the Internal Revenue Code of 1954), upon 
which internal revenue tax (including floor stocks tax) at the appli- 
cable rate prescribed in such section has been paid, and which was 
taken into a foreign trade zone from the customs territory of the 
United States and placed under the supervision of the collector of 
customs, pursuant to the second proviso of section 3 of the Act of 
June 18, 1934, as amended (U.S. C., title 19, sec. 81¢), prior to April 1, 
[1957] 1958, and which on or after such date is (without loss of iden- 
tity) returned from a foreign trade zone to customs territory of the 
United States, there shall be credited or refunded (without interest) 
to the person so returning such article, subject to such regulations as 
may be prescribed by the Secretary, an amount equal to the difference 
between the tax so paid and the amount of tax made applicable to 
such articles on and after April 1, [1957] 1958, if claim for such credit 
or refund is filed with the Secretary within thirty days after the return 
of the article to customs territory. 
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Pusuic Law 601, 79TH ConcREss 


The legislation under which the House Committee on Un-American 
Activities operates is Public Law 601, 79th Congress [1946], chapter 
753, 2d session, which provides: 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, * * * 


PART 2—RULES OF THE HOUSE OF REPRESENTATIVES 
Rute X 


SEC. 121. STANDING COMMITTEES 


” * * a * o * 
17. Committee on Un-American Activities, to consist of nine Members. 
Rute XI 


POWERS AND DUTIES OF COMMITTEES 


* . * - . * * 

(q) (1) Committee on Un-American Activities. 

(A) Un-American activities. 

(2) The Committee on Un-American Activities, as a whole or by subcommit- 
tee, is authorized to make from time to time investigations of (i) the extent, 
character, and objects of un-American propaganda activities in the United 
States, (ii) the diffusion within the United States of subversive and un-American 
propaganda that is instigated from foreign countries or of a domestic origin and 
attacks the principle of the form of government as guaranteed by our Constitu- 
tion, and (iii) all other questions in relation thereto that would aid Congress in 
any necessary remedial legislation. 

The Committee on Un-American Activities shall report to the House (or to the 
Clerk of the House if the House is not in session) the results of any such investi- 
gation, together with such recommendations as it deems advisable. 

For the purpose of any such investigation, the Committee on Un-American 
Activities, or any subcommittee thereof, is authorized to sit and act at such 
times and places within the United States, whether or not the House is sitting, 
has recessed, or has adjourned, to hold such hearings, to require the attendance 
of such witnesses and the production of such books, papers, and documents, and 
to take such testimony, as it deems necessary. Subpenas may be issued under 
the signature of the chairman of the committee or any subcommittee, or by any 
member designated by any such chairman, and may be served by any person 
designated by any such chairman or member. 


* * * * * * + 


Rute XII 
LEGISLATIVE OVERSIGHT BY STANDING COMMITTEES 


Sec. 136. To assist the Congress in appraising the administration of the laws 
and in developing such amendments or related legislation as it may deem neces- 
sary, each standing committee of the Senate and the House of Representatives 
shall exercise continuous watchfulness of the execution by the administrative 
agencies concerned of any laws, the subject matter of which is within the juris- 
diction of such committee; and, for that purpose, shall study all pertinent reports 
and data submitted to the Congress by the agencies in the executive branch of 
the Government. 
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RULES ADOPTED BY THE 84TH CONGRESS 
House Resolution 5, January 5, 1955 


Rute X 
STANDING COMMITTEES 


1. There shall be elected by the House, at the commencement of each Congress, 
+ + - * * « + 


(a) Committee on Un-American Activities, to consist of nine Members. 
* ” 7 * * * 7 


Roure XI 


POWERS AND DUTIES OF COMMITTEES 
7 * 7 - * . = 

17. Committee on Un-American Activities. 

(a) Un-American activities. 

(b) The Committee on Un-American Activities, as a whole or by subcommittee, 
is authorized to make from time to time, investigations of (1) the extent, char- 
acter, and objects of un-American propaganda activities in the United States, (2) 
the diffusion within the United States of subversive and un-American propaganda 
that is instigated from foreign countries or of a domestic origin and attacks the 
principle of the form of government as guaranteed by our Constitution, and (3) 
all other questions in relation thereto that would aid Congress in any necessary 
remedial legislation. 

The Committee on Un-American Activities shall report to the House (or to the 
Clerk of the House if the House is not in session) the results of any such in- 
vestigation, together with such recommendations as it deems advisable. 

For the purpose of any such investigation, the Committee on Un-American 
Activities, or any subcommittee thereof, is authorized to sit and act at such 
times and places within the United States, whether or not the House is sitting, 
has recessed, or has adjourned, to hold such hearings, to require the attendance 
of such witnesses and the production of such books, papers, and documents, and 
to take such testimony, as it deems necessary. Subpenas may be issued under the 
signature of the chairman of the committee or any subcommittee, or by any 
member designated by any such chairman, and may be served by any person 
designated by any such chairman or member. 

* « x * a * * 


26. To assist the House in appraising the administration of the laws and in 
developing such amendments or related legislation as it may deem necessary, each 
standing committee of the House shall exercise continuous watchfulness of the 
execution by the administrative agencies concerned of any laws, the subject 
matter of which is within the jurisdiction of such committee; and, for that pur- 
pose, shall study all pertinent reports and data submitted to the House by the 
agencies in the executive branch of the Government, 
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From the work of the Committee on Un-American Activities during 
the past year one set of facts emerges with irresistible clarity: The 
danger of communism is increasing, not receding; the United States 
remains the major target of Soviet aggression; indifference to the 
Kremlin’s avowed program of global conquest can lead only to the 
inevitable destruction of our free institutions, and ourselves as a free 
nation. 

It is not a pleasant task to state these conclusions. The Committee 
on Un-American Activities would prefer to report to the Congress 
and to the American people that the tide has turned against inter- 
national communism and that the day of its dissolution is in sight. 
The committee cannot do so. There are many, nevertheless, who 
feel that communism has become enfeebled and exultantly hail each 
new sound from the Soviet sphere as the death knell of the vast 
Communist totalitarian empire. It is a grave delusion which the 
embrace. 

Events in Hungary are still fresh enough for us to remember the 
jubilation which reigned at the rising of the courageous men and 
women of that nation against the despots who had enslaved them. 
We can remember too our profound shock as Soviet tanks and troops 
marched back to crush the rebels and demonstrate that the power of 
the Kremlin had not diminished. 

Numerically, the membership of the Communist Party of the United 
States has declined considerably during the past few years as many 
dilettantes left the fringes from which they had long gazed with starry- 
eyed credulity. But those remaining in the Communist apparatus 
comprise a hard core of revolutionaries who have consecrated them- 
selves to accomplish the annihilation of our form of government. 

Anyone who thinks that communism in the United States no longer 
constitutes a serious menace should consider that at this moment on 
American soil are the equivalent of 20 combat divisions of enemy 
troops engaging in propaganda, espionage, subversion, and loyal only 
to the Soviet Union. 

A prominent American jurist once observed that if the American 
people saw this horde wearing the uniform of a foreign power and 
moving freely in their midst, they would immediately voice great 
alarm. The alarm should not be less if the uniform clothes the mind 
instead of the body. 

The past year has been an exceptionally fruitful one for the work of 
the Committee on Un-American Activities. A total of 398 witnesses 
testified before the committee. The investigations and public hear- 
ings that we have conducted across the country have disclosed: 

1. A mammoth nationwide campaign of political subversion 
designed to paralyze the security programs of the executive and 
legislative branches of the United States Government; 
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2. The curious posture of a major United States “educational” 
foundation, the Fund for the Republic, Inc., some of whose practices 
have provided great.aid and comfort to the Communist apparatus, par- 
ticularly in the vital area of mass communications and entertainment; 

3. The extensive use of American passports. by the Communist 
conspiracy as a basic means of moving subversive agents in and out of 
the United States and other countries of the free world; 

4. The identity of four other agencies of the Federal Government 
in which Communist Party underground cells operated during the 
1940’s; 

5. The treasonable aétivities of American citizens in a Save Our 
Sons Committee established to disseminate Communist propaganda 
among American prisoners of war in Korea and their families in the 
United States; 

6. The efforts of the Communist Party to expand its operations in 
Connecticut, North Carolina, and the west coast through colonization 
of basic industries in those areas, proselytization of youth and students, 
and organization of large numbers of non-Communists for political 
action of benefit only to the Communist Party; 

7. A concerted international propaganda operation to lure refugees 
and defectors back to the slave-camp homelands from which they had 
fled. ' 

The past year saw the publication of several valuable reports on 
various phases of domestic and international communism. Trial by 
Treason, a study of the national Rosenberg and Sobel committees, 
laid bare the exploitation of the atom spies by the Communist Party 
here and abroad to defame the United States Government. The 
Great Pretense brought together a number of authorities on inter- 
national communism who analyzed the so-called anti-Stalinist cam- 
paign initiated by the new rulers of the Soviet Union who themselves 
are giving new luster to the mantle they inherited from Stalin. In 
Soviet Total War, other experts detailed the techniques used by the 
Soviet Union in the international Communist apparatus to accomplish 
its historic mission of global conquest. 

Through the testimony of witnesses who have been engaged in a 
constant battle against the Iron Curtain police states, the committee 
obtained a wealth of information about the policies and strategy of the 
Communist Party in key areas outside the United States. Together 
these witnesses exposed the chicanery of the current Soviet avowals 
of ‘‘peaceful coexistence.” Their warning, a sober and comfortless one, 
should be taken to heart by the people of the United States. 

While the ultimate objectives of communism have not changed, its 
methodology has become more cunning and raises new barriers to 
effective counter action. One example of this was an amicus curiae 
brief filed with the United States Supreme Court last July by a “group 
of prominent non-Communists.” In reality, as the letter contained 
in appendix II discloses, more than 26 of the signers have been identi- 
fied in sworn testimony as members of the Communist Party and many 
of the others have records of extensive Communist-front affiliation. 
Currently the Communist Party of the United States is developing a 
new strategy designed to make detection and prosecution more diffi- 
cult by ostensibly severing the connections between the Communist 
Party of the United States and the international Communist appa- 
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ratus, disavowing force and violence, and altering the names of the 
Communist Party and its more important adjuncts. 

We can be certain, however, that despite any pronouncement the 
Communist Party may make publicly, its real program remains 
unchanged. With one-half the world already prostrate beneath the 
truncheons of Soviet communism, we must increase our vigilance, not 
lessen it. “On the clock of survival,” Ernst Tillich declared in his 
appearance before this committee a few months ago, “the time is now 
5 minutes before midnight.” It is but a brief interval that still 
remains for us to elect survival—or extinction. Pp 

Francis E. Water, Chairman, 
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COMMUNIST POLITICAL SUBVERSION 


Committee investigations and hearings in Washington, Chi ; 
Youngstown, Los Angeles, San Francisco, and Seattle have brought 
into focus the current Communist program of political subversion 
designed by the Kremlin to destroy the security programs of the 
ladialative and executive branches of the United States Government. 
Over 180 front organizations have been created by the Communist 
Party to crush the security provisions of the Immigration and Na- 
tionality Act, and a substantial number of others have been arrayed 
against other anti-Communist measures. 

Three principal organizations were dealt with in the committee’s 
hearings: The American Committee for Protection of Foreign Born, 
a Conference on Legislation in the National Interest, and the Com- 
mittee to End Sedition Laws. All 3 have 2 things in common—a com- 
plete domination by the Communist Ponty and their goal of using the 
political freedom of the United States for the sole purpose of destroying 
that freedom. 

The most successful of the three is the American Committee for 
Protection of Foreign Born, the oldest creation of the Communist 
Party still active in the United States. The American Committee for 
Protection of Foreign Born, while dealt with here as a single organiza- 
tion, is in fact a complex of organizations at times numbering more 
than 300. 

Started in 1933 as an adjunct of the International Labor Defense 
(characterized by several Attorneys General of the United States as 
the “legal arm of the Communist Party”), the ACPFB became a 
separate organization in 1934. 

Since its inception, the American Committee for Protection of 
Foreign Born has operated among nationality groups within the 
United States. While its name implies protection of the foreign 
born, the hearings conclusively proved that it has used certain foreign 
groups in the United States solely for the protection of the Com- 
munist Party. Documents introduced during these hearings estab- 
lished that during the Hitler-Stalin Pact the ACPFB attempted to 
lead the foreign groups, many of them the victims of Nazi persecution, 
into opposition to American military and economic assistance to 
England and France. 

It charged that the aid being given to stem the tide of fascism was 
designed to destroy the trade-union movement in the United States. 
At the same time, it began its attack upon the enactment of legislation 
such as the Alien Registration Act. To implement this program, 
branch committees for the protection of foreign born were created in 
Chicago, New York, Los Angeles, and other major cities. 
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With the attack upon Russia by Germany, the American Com. 
mittee for Protection of Foreign Born and its branches, as well as al] 
Communist organizations, including the Communist Party itself, 
pledged support of America’s defense program. However, when an 
indictment was brought against Stanley Nowak, of Detroit, seeki 
his denaturalization, the American Committee for Protection 0 
Foreign Born attacked the President of the United States, charging 
that the indictment was another effort to destroy the trade-union 
movements. At the time of his indictment, Nowak was a vice 
president of the American Committee for Protection of Foreign Born, 
In spite of the indictment, he was later elected chairman of the 
organization and held that position for several years. 

To learn the importance of the nationality groups of the Communist 
Party, the committee subpenaed John Lautner, a member of the 
Communist Party from 1929 until January 1950, membership secretary 
of the Hungarian Bureau of the Communist Party, and a member of 
the Communist Party Nationality Groups Commission. Lautner 
testified that during his membership on the Nationality Groups 
Commission of the Communist Party: 


It was always emphasized how important it was for the 
party to do work, a Communist activity, in the nationality 
groups. The main reason projected at all times was the fact 
that in the basic industries of the country, such as mining, 
steel and metal, auto, rubber, textile, the largest segments 
of the nationality groups were occupied. In order to 
successfully build the party influence in the basic industries, 
it was necessary to expand the work of the Communist 
Party in these nationality groups. The Nationality Groups 
Commission of the Communist Party was that subcommittee 
which gave direction, guidance, and supervision for party 
policies and party activities * * * in the nationality 
groups. * * * 


With the end of World War II, an increasing number of Americans 
began to perceive the real character of international communism. 
The espionage activities of Communist agents in America, together 
with the enslavement of free peoples abroad, brought a demand for 
legislation and prosecution of the Communist Party and its agents. 

Investigations by agencies such as the Federal Bureau of Investiga- 
tion, and hearings conducted by the Committee on Un-American 
Activities and other congressional committees, disclosed the identity 
of various Communist agents. 

Deportation and denaturalization proceedings were instituted 
against many of these Communist agents. Legislation was enacted 
to strengthen the laws dealing with Communist activities. As @ 
consequence, the Communist Party of the United States has adopted 
as its first objective the destruction of the legislative and executive 
programs designed to thwart the Communist apparatus. To accom- 
plish this, the Communist Party created a ‘“‘united-front” offensive, 
which John Lautner described as follows: 


A united front is a coalition around specific issues of various 
* * * oroups that do not think basically alike, but on 
specific issues they will agree to coalesce and work together 
in order to achieve certain objectives laid down on the basis 
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of specific objectives. This is what is known as a united- 
front approach, or a united-front activity. It does not neces- 
sarily mean that if the Communist Party succeeds in drawing 
into united-front activities certain groups that these groups 
will agree with the fundamental aims or objectives or prin- 
ciples of the Communist Party. It only means that on a 
certain line of action these groups get together, whether they 
know the sponsorship of this line of action or not. 


The principal organizations used by the Communist Party in its 
united-front effort were the Civil Rights Congress, the American 
Committee for Protection of Foreign Born, and the Communist 
dominated and controlled trade unions. 

As a member of the Nationality Groups Commission of the Com- 
munist Party, John Lautner knew personally as members of the 
Communist Party the administrative leaders of the American Com- 
mittee for Protection of Foreign Born and the leaders of many of its 
branches. 

Lautner testified: 


As far as the protection of the foreign born as an organiza- 
tion is concerned, it was completely dominated and controlled 
by the Communist Party as one of its so-called transmission 
belts or bridge organizations. When the [American Com- 
mittee for] Protection of the Foreign Born projects any line of 
action, united-front activities involving other groups around 
specific issues, that means the party initiates the particular 
action, and the [American Committee for] Protection of the 
Foreign Born was designated as an organization to carry out 
that activity for the Communist Party. It may be that 
some of these groups that coalesce with the [American Com- 
mittee for] Protection of Foreign Born on specific issues do 
not know the source and the driving initiative that brought 
this coalition about or is attempting to bring this coalition 
about. It may be a valid action. Neverthe ess, it is being 
led and directed by the Communist Party. 


To defeat proposed legislation, or to demand repeal of existing 
legislation, as well as to campaign against legal action taken against 
the Communist Party, the American Committee for Protection of 
Foreign Born created additional organizations within itself. These 
organizations demanded defeat of anti-Communist legislation at the 
time of its consideration by the Congress and its repeal following en- 
actment. Principally, the American Committee for Protection of 
Foreign Born has been active against the Smith Act, the Internal 
Security Act, and is currently devoting its major efforts to attacking 
the security provisions of the Immigration and Nationality Act. 

In Chicago, Steve Schemanske, who operated within the Communist 
Party for over 15 years until he was used as an undercover agent in 
the Smith Act trial in Detroit in 1953, testified about the Communist 
control exercised over the Michigan Committee for Protection of 
Foreign Born. He said the Michigan Committee for Protection of 
Foreign Born operated in partnership with the Michigan Civil Rights 
Congress. He identified Saul Grossman, executive secretary of the 
Michigan Committee for Protection of Foreign Born, as a member 
of the nationality committee of the Communist Party of Michigan, 
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and quoted Grossman as advising the Communist Party that a 
portion of the funds raised by the Michigan Committee for Protec- 
tion of Foreign Born would be turned over to the Communist Party 
for the defense of Smith Act defendants. 

Schemanske also produced a report, delivered at the 1953 national 
conference of the Communist Party, which points up the united-front 
activity of the Communist Party. The directives set forth in this 
— to the 1953 conference of the Communist Party have been 
followed by the American Committee for Protection of Foreign Born 


and its branch organizations, as documented by evidence received 
during these hearings. 


The report states: 


While they concentrate primarily on the discriminatory 
immigration features of the act, and as yet accept the rigorous 
provisions directed against “‘subversives,” against Com- 
munists, the struggle tends more and more to become a 
struggle aimed at the repeal of the Walter-McCarran Act and 
for iy adoption of new legislation. This must be borne in 
mind. 

It is hard to understand why the progressive-led organiza- 
tions—the unions, national groups, and other organizations 
including our party—have not thrown themselves with full 
force into this struggle, giving support to the various move- 
ments that have arisen, helping them to more vigorously 
unfold the fight for the repeal of this Fascistlike legislation. 
This is an important phase of the fight against McCarthyism 
and McCarranism, and cannot be relegated to a second-rate 
position. 

It is our understanding that new legislation is being pre- 
ared to be introduced in Congress to replace the Walter- 
AcCarran Act. We should be on the alert for this, and 

actively engage in the discussion to support such legislation 
if it meets the requirements of the day, to introduce amend- 
ments, and to activate in this process the various broad 
movements that now exist. 


The Internal Security Act of 1950 and the Communist Control Act 
of 1954 seek to control or regulate the activities of Communist-action 
and Communist-front organizations and empower the Attorney 
General of the United States to proceed against such groups. 

In order to circumvent the provisions of these acts, the legal com- 
mission of the Communist Party devised two measures: (1) The organ- 
izations changed their constitutions to eliminate so-called members 
(which was the term applied by the acts to describe participants in the 
organizations), and referred to them as “sponsors’’; (2) the constitu- 
tions were also changed so as to grant ostensible autonomy to former 
State or local chapters of the parent organization. The local groups 
thereafter became known as cooperative bodies. The second of these 
changes was by far the most important, because any action taken b 
the Attorney General of the United States would only affect a sm 
section of the entire propaganda organization. 

Considerable evidence was presented to the committee showing the 
financial success of “protection of foreign born” and similar inter- 
locking organizations. This evidence indicates that since World War 
II millions of dollars have been raised to carry on this Communist 
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directed and controlled attack upon legislation intended to protect 
the security of the United States. 

The evidence during these hearings disclosed the control exercised 
over these organizations by the Communist Party. In California, 
there was created the Los Angeles Committee for Protection of Foreign 
Born. Its executive secretary is Rose Chernin Kusnitz, who was 
convicted under the Smith Act. When she appeared before the com- 
mittee on December 8, 1956, she was still executive secretary of the 
Los Angeles Committee for Protection of Foreign Born, and received 
her total income through this organization, even though more than 
2 years had elapsed since her conviction for advocating the overthrow 
of the United States Government by force and violence. 

Ruth Heit, executive secretary of the Midwest Committee for Pro- 
tection of Foreign Born, moved to Chicago from New York toward 
the end of 1955, where she had been employed by the International 
Workers Order, the Civil Rights Congress, and as administrative 
secretary of the New York Committee for Protection of Foreign Born. 
As soon as she arrived in Chicago, she became administrative secretary 
of the midwest committee. When the then executive secretary 
Nathan Caldwell (who also appeared before the committee and 
refused to answer questions relating to Communist activity), was 
publicly exposed as a Communist Party member, Ruth Heit suc- 
ceeded him without any action, or at least without knowledge of the 
then chairman of the committee. 

Thousands of documents establish the interlocking relationship 
of State and local protection of foreign born organizations and the 
American Committee for Protection of Foreign Born and the Com- 
munist Party. 


COMMUNIST PROPAGANDA 


Public hearings in Washington, D. C., Philadelphia, and San 
Francisco brought to light various aspects of a mammoth international 
Communist propaganda operation flooding the United States with 
tons of literature from behind the Iron Curtain. The hearings cen- 
tered on the testimony of Irving Fishman, of the United States Bureau 
of Customs and director of a special project on the control of political 
propaganda. The publications come from Russia, Poland, East 
Germany, Hungary, Czechoslovakia, and Red China. 

One part of this operation is a concerted campaign to lure refugees 
= defectors back to the slave-camp homelands from which they 

ed. 

Mr. Fishman declared that this campaign apparently originated in 
Czechoslovakia and East Germany, and then “spread so that [the 
material] is now sent here in almost all languages * * *”’— 


It attempts to induce former nationals of the satellite 
countries, as well as displaced persons and immigrants from 
other Slavic nations, to return to their homeland. This pro- 
gram has been on the increase. Current weekly and month- 
ly publications contain editorials, articles, and letters from 
individuals in the Soviet Union and other bloc countries 
directed to people residing in the United States suggesting 
that they return to their native land * * * 

We have considered such material as political propaganda, 
as that term is defined in section 1 (j) of the Foreign Agents 
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Registration Act, and that the sending thereof, unsolicited, 
into the United States for dissemination was in violation of 
that act. To point up the growth of this program we might 
mention that our records show that we detained approxi- 
mately 18,000 individually addressed items in April and 
early May of this year in New York City alone, and that 
we now have under examination about 10,000 articles re- 
ceived in late May and early June. 


Mr. Fishman reported further that— 


In 1955, through the port of New York we had for exam- 
ination, 1,917,000 packages of mail suspected of containing 
political propaganda. At the port of San Francisco we 
examined approximately 406,000, and in Chicago, about 
238,000. That is a combination, all told, of about 2.5 million 
parcels containing printed materials suspected of containing 
political propaganda. * * * 

We would say about 2 million packages, and possibly, judg- 
ing by our figures here, somewhere around 5 million pieces of 
printed matter. 


Most of the refugees who receive this literature are indignant 
because they have already repudiated the terror governments of the 
countries from which they have fled. Beyond this, many of them are 
acutely disturbed to find that the Communist apparatus has been able 
to learn of their new address and in some cases their new identity in 
the United States. They have registered protests with postal and 
customs officials in an attempt to cut off any further receipt of such 
material. It is important that refugees who contemplate returning 
to their homelands even on a visit realize that, once in the Iron 
Curtain countries, they no longer enjoy the protection of the American 
law and have no recourse against any fate which may await them there. 
The State Department recently warned, for example, that Poland does 
not recognize the American citizenship of any Polish nationals who 
have become naturalized United States citizens. | 

Supplementing Mr. Fishman’s testimony in Washington, United 
States postal officials Leo G. Knoll and Saul J. Mindel reported that 
the Post Office Department has seized more than 7,500 “return to the 
homeland” publications addressed to people throughout the United 
States. The propaganda campaign has two primary purposes. 
First, to create dissension and dissatisfaction among the refugees 
about conditions in the United States and develop in them a sympathy 
for the Communist program. Second, to lure these refugees back to 
their native lands where they can be indoctrinated for espionage and 
subversive purposes. The uniform nature of the propaganda publi- 
cations proves that the campaign is being conducted in a highly 
integrated fashion by the international Communist apparatus. It 
was learned that the Committee for the Return to the Homeland is 
responsible for much of the propaganda of this type which reaches 
these shores from abroad. In an attempt to escape detection, material 
sent here from various foreign sources often arrives as ordinary cor- 
respondence under first-class mail. Many who receive such propa- 
ganda object to its receipt and send it with their protests to the Post 
Office Department. Publications intercepted by the Post Office 
Department bear such titles as “For Return to the Homeland,” 
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“Your Relatives Are Looking for You,” “Your Country’s Calling 
You,” and “The Voice of Homeland,” and are printed in various 
foreign languages. The committee made a part of its record the 
translation of a number of articles which promised free transportation 
food, clothing, good living quarters, and: fine jobs to those who will 
return to their native countries. Mr. Knoll testified further that the 
propaganda even promised— 


that amnesty will be granted repatriated citizens of the Soviet- 
bloc countries who, in the past, allegedly committed crimes 
against their countries by serving in the intelligence, police 
force, or similar organizations during the Nazi regime, pro- 
vided that they are genuinely sorry for such actions and 
desire to redeem themselves through honest work for their 
homeland. 


Describing the recipients of this propaganda, Mr. Fishman stated: 


A good portion of this is addressed to registered agents, or 
agents registered with the Department of Justice, who may 
legally import this information for dissemination. Much of 
it, however, is addressed unsolicited as is most of this home- 
land material to people whose names were picked out of tele- 
phone directories, and organization directories, and so on. 


In the second phase of these hearings, in Philadelphia on July 17, 
1956, Mr. Fishman took up the question of the general legislation 
applicable to this type of material: 


Actually we recognized a number of years ago when the 
flow of this political propaganda, Communist propaganda, 
commenced to assume some real shape, that there was no 
Federal legislation, no statutes which directly prohibited the 
importation of this type of material. So after a study of the 
entire problem with the Post Office and Justice Departments, 
we found that it was possible to ban most of this material or 
a good part of this material by using the Foreign Agents 
Registration, Act. 


Committee counsel addressed the following question to Mr, 
Fishman: 


Mr. Fishman, under the Foreign Agents Registration Act, 
is there any limitation on the quantity of Communist pro- 
paganda from abroad which may be shipped into the United 
States provided it is destined to a registered agent of a 
foreign power? 

Mr. Fishman replied: 


There is no limit. They can bring in tons of it. There 
is only one requirement, and that is that when this regis- 
tered agent in turn disseminates the information, that he 
label it so that recipients be made aware of its source. 


In discussing the amount of Communist political propaganda 
coming into the State of Pennsylvania, Mr. Fishman declared: 


We maintain our statistics on the basis of port arrival, 
In other words, we know what we get at New York, Chicago, 
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and San Francisco, and we can tell you what we have, for 
example, for the month of May in these areas. So far as 
Pennsylvania is concerned, with the cooperation of the Post 
Office Department some time ago we selected a 4-week arrival 
consisting of 830 sacks of mail at the port of New York and 
broke it down statewide. We were interested at that time 
in determining how many control units to establish through- 
out the country. We found that the State of Pennsylvania 
ranked fourth in the receipt of this type of material, New 
York ranked first. The State of Pennsylvania had the 
fourth largest amount of political propaganda addressed to 
recipients in the State. * * 

Using the figures at New York, there were 16,000 packages 
of mail of this type of propaganda material destined for 
Pennsylvania through New York. 

Mr. Arens. Over what period of time? One month? 

Mr. Fisuman. During the 4-week period. I think we 
could double that or a little higher, possibly somewhere 
around 32,000 parcels of mail. 

Mr. Arens. How many individual items would be in a 
parcel? 

Mr. FisumMan. From maintaining statistics we consider the 
average package contains between 4 to 6. We get higher 
runs. Some of them contain a dozen individual publications. 

Mr. Arens. That would mean, would it not, Mr. Fishman, 
over 100,000 items of foreign Communist political propa- 
ganda are hitting Pennsylvania every month? 

Mr. FisomMan. Every month. 

Mr. Veuve. May I ask, since New York was first and 
Pennsylvania was fourth, are California and Illinois second 
and third? 

Mr. FisuMavy. Illinois is second and, surprisingly, New 
Jersey is third. This was during this test run. Of course, 
the situation has changed somewhat. Additional countries 
have been added to the Communist bloc. I think California 
runs very high because of the Chinese material which hits 
our San Francisco control unit. 


The committee summoned two individuals who it learned were 
receiving considerable foreign propaganda under second-class priv- 
ilege, and who it was believed were acting as redistribution points 
for this material in the Philadelphia area. The first witness, Werner 
Marx, a naturalized citizen born in Frankfurt, Germany, invoked the 


fifth amendment in response to questions concerning Communist 
Party membership and activities. 


Mr. Arens. I put it to you as a fact, and ask you to affirm 
or deny the fact, that since you have been a resident of 
Philadelphia, without being registered as a foreign agent 

ursuant to the Foreign Agents Registration Act, you have 

een receiving foreign Communist political propaganda and 
been a nerve center for the dissemination of that political 
propaganda in this community. If that isn’t so, you deny 
it under oath, Have you received Communist foreign po- 
litical propaganda? 
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Mr. Marx. I refuse to answer that on the grounds formerly 
stated. 


The second witness, Max Lowenfels, convicted under the Smith 
Act in June 1955 for conspiring to teach and advocate the violent 
overthrow of the United States Government, invoked the fifth amend- 
ment and refused to say whether he had been engaged in disseminat- 
ing Communist propaganda in the Philadelphia area. He also refused 
to identify his own signature on two applications for a post-office box 
for the Pennsylvania ‘Worker and the Dail Worker. 

In San Francisco on December 10 and 11, 1956, the committee 
heard additional testimony as to the amount and variety of foreign 
Communist political propaganda coming into that area. The com- 
mittee had previously been advised that San Francisco was 1 of the 
3 ports of entry designated by the United States Customs as reviewing 
points for material of this type coming into the United States. 

Commenting on the class and type of material entering the port of 
San Francisco, Mr. Fishman vested 


The unit in this port is a very active one and concerns itself 
pretty much with material which is intended for dissemina- 
tion here in this area. During the past 3 months, for ex- 
ample, August, September, and Octo er, rather, there was a 
total of 156,575 packages of (mail) * * * 490,330 pieces of 
individual printed matter were contained in these packages. 


In regard to the total volume of propaganda coming into the United 
States, Mr. Fishman told the committee: 


We attempt to control it all by diverting it through the ex- 
change post offices at the three places | mentioned. But 
much of this material will get into the mails, the city mails, 
and be distributed without our control. We don’t know 
exactly how much of it there is, but observations are that 
there are quantities of it which do get into channels of com- 
merce. 


During the committee’s investigation in the San Francisco Bay 
area, four examples of this propaganda were purchased by the staff at 
a local bookstore. None of this material bore the iit on required 
under the Foreign Agents Registration Act. One of the owners of the 
bookstore was subpenaed to appear at the hearings. She was ques- 
tioned about the dissemination of this type of Communist propaganda 
in the area and invoked the fifth amendment on this subject and on her 
alleged long and active association with the Communist Party itself. 

Another witness in San Francisco was John C. Caldwell, an expert 
on China and southeast Asia. Mr, Caldwell, who had just returned 
from an extensive tour of the Far East, told the committee: 


During the past year particularly there has been a tremen- 
dously increased Communist propaganda campaign directed 
toward specific groups and specific nations. And the general 
tenor of this campaign is a desire to create a spirit of neu- 
trality among the countries of southeast Asia to stop criticism 
of China and to gain acceptance for Red China’s hope for 
U. N. membership. 
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One of the most significant illustrations of these methods, Mr. 
Caldwell said, can be found in the case of Cambodia— 


Cambodia is a small nation of 4% million people. That will 
serve to illustrate, I think, the methods used and the inten- 
sity. of the campaign. 

here are 250,000 Chinese in Cambodia, and, even though 
that is less than 10 percent of the population, those Chinese 
control business, they control banks and the best newspapers. 
Those Chinese have a total of 160 schools. They have within 
the last year become heavily infiltrated with Communist 
teachers. So that it is the estimate today that over two- 
thirds of the teaching staffs of those schools are either actual 
party members or are sent by the party. 

An illustration of the success is the fact that this past year 
300 Chinese students went from Cambodia to study in Red 
China while only 34 went to free China on Formosa, a ratio of 
about 10 to 1. 

Within the past year—and most of these things I speak of 
have happened in 12 months or less—4 or 5 Chilean news- 
papers have become either neutralist or actually pro-Red. 
They have been bought either by outright bribes to the 
editors or with gifts of newsprint, which is another common 
form of bribery the Reds are using. 

In publications, within the past year and mostly within the 
past 3 months, 40 new bookstores have been opened in 
Cambodia. Now, of these 40, 39 are Communist bookstores, 
and 1 is anti-Communist * * *. 

Finally, in Cambodia the Reds have offered a $22 million 
economic aid program that is very similar to what we do 
through ICA. 

So you see there the four methods: Education, newspapers, 
publications, and economic penetration. 


Mr. Caldwell concluded his survey with a number of recommenda- 


tions on ways of combating the increase of Communist influence in 
the Far East: 


During this past year, particularly the past few months 
while attention of our country and most of the world has 
largely been focused on the Middle East, the Communists are 
making tremendous headways in southeast Asia, and that 
we are doing relatively little to combat it. 

Now it is a very rich area: 160 million people; 90 percent 
of the world’s rubber production, natural rubber; a third of 
the world’s tin; and particularly important to China is the 
rice surplus of southeast Asia. 

Most of the progress that they have made actually you 
can pinpoint it to within the last 6 months. 

I would just like to tell you im conclusion what they have 
been able to do in Hong Kong, which is a British city with 
a large British garrison, a place visited by many Americans. 

There are in that city 10 major newspapers. A year ago 2 
of those newspapers were Communist; 2 or 3 you could con- 
sider neutralist. In other words, they neither criticized Red 
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China nor America. And the rest were stanchly anti- 
Communist 

Now, as of the middle of November, the newspaper lineup 
in less than a year actually of that city runs like this: Com- 
munist now, 4 papers with a total circulation of 148,000; 
neutralist, 4 papers with a total circulation of 145,000; and 
only 3 papers out of 10 remain anti-Communist with a total 
circulation of 50,000 

Now that means, as I pointed out before, that the people 
are beginning to live in a vacuum. They cannot know the 
truth of what happens, for instance in Hungary. They 
cannot know the truth of what is happening in this country. 

I think there are things we can do to counteract it. We 
must do more in publications. Not in English but in native 
languages. 

We certainly can produce documentary motion pictures. 

We must make the Chinese of the area realize there is 
another China that they can look to, the China that is our 
ally, and that, of course, is Free China, 


A number of uncooperative witnesses appeared before the com- 
mittee. Most important of these was Dr. Holland DeWitte Roberts, 
president of the American Russian Institute in San Francisco, and 
the director of the California Labor School. Although identified in 
public session by sworn testimony as a Communist and although con- 
fronted with documentary evidence of his Communist Party propa- 
ae activities, Dr. Roberts refused to answer questions dealing with 

is identification with the American Russian Institute and the Cali- 
fornia Labor School and with his activities on behalf of the Communist 
Party in the San Francisco Bay area. 


THE COMMUNIST PASSPORT CONSPIRACY 


From the time the Communist Party in the United States was 
organized nearly four decades ago, American passports have been used 
by the Communist conspiracy as a key means of moving subversive 
agents and spies ‘in and out of the United States and other countries 
of the free world. 

Over the years, the commmittee examined hundreds of fraudulent 
American passport applications. These applications showed use of 
false naturalization and false birth certificates for the purpose of 
obtaining United States passports. A number of Communist func- 
tionaries, including Earl Browder, were successfully prosecuted for 
having used false documents to obtain passports. 

Current investigations by the committee have aided in determining 
the methods employed by Communists and their sympathizers in 
obtaining American passports and in revealing the necessity for 
remedial legislation. 

While the issuance of passports to members of the Communist Party 
is prohibited by the Internal Security Act of 1950, the committee 
realizes that the situation has been complicated by recent security 
precautions of the Communist Party. The party, for example, has 
discontinued the issuance of membership cards, and in instances has 
discouraged actual membership for certain strategically placed 
followers. 
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The committee is aware that a considerable number of American 
citizens have used passports in recent years to participate in the 
activities of international Communist propaganda organizations, 
These organizations, through international conferences and other 
propaganda activities, have sought to discredit the United States 
abroad and to disarm the free world in its struggle against Soviet 
imperialism. Among the most blatant of these international Com- 
munist organizations are the World Peace Council and the World 
Federation of Democratic Youth, which have local affiliates in the 
major countries of the world and which regularly hold highly publi- 
cized conferences or festivals for the purpose of denouncing the United 
States and building up support for the Soviet Union. American 
Communists and Americans under Communist discipline attending 
these sessions endorse the infamous propaganda issued by these 
organizations. The uses to which these people are willing to lend 
themselves were strikingly illustrated at the Peace Conference of the 
Asian and Pacific Regions held in Communist China in 1952. There, 
Americans appeared before Communist representatives from every 
country of the world and accused American forces in Korea of waging 
bacteriological warfare and committing other crimes against humanity. 

Committee hearings which opened in May of 1956 were designed to 
discover (1) how American citizens, participating in conferences of 
the nature described above, obtained their United States passports, 
(2) whether or not the administrative authority under which the Secre- 
tary of State issued or denied passports was adequate, and (3) to what 
extent individuals about whom the committee possessed derogatory 
security information, were obtaining passports through concealment 
of Communist affiliation. 

During the hearings it was made clear that, both by regulations of 
the Department of State and as defined by international law, an 
American passport is a document of identity and nationality issued 
to persons owing allegiance to the United States and intending to 
travel or sojourn in foreign countries. The document, on its face, 
assures the bearer of the protection and good offices of American 
diplomatic and consular officers abroad. Furthermore, officials of 
foreign governments are requested to permit the passport bearer to 
travel or sojourn in their territory and, in case of need, to give the 
holder of a United States passport all lawful aid and protection. 

Determining that a passport is a political document and recognizing 
its importance in the conduct of relations with other governments, 
President Franklin Delano Roosevelt, on March 31, 1938, issued an 
Executive order which read as follows: 


The Secretary of State is authorized, in his discretion, to 
refuse to issue a passport, to restrict a passport for use only in 
certain countries, to restrict it against use in certain countries, 
to withdraw or cancel a passport already issued, and to with- 


draw a passport for the purpose of restricting its validity for 
use in certain countries. 


On August 28, 1952, the then Secretary of State Dean Acheson 
issued a supplement to this regulation which authorized the denial 


of a United States passport to persons affiliated with the Communist 
Party and, in addition thereto— 
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persons, regardless of the formal state of their affiliations 
with the Communist Party, as to whom there is reason 10 
believe, on the balance of all evidence, that they are going 
abroad to engage in activities which will advance the Com- 
munist movement for the purpose, knowingly and willfully, of 
advancing that movement. 


Since the issuance of these executive regulations, the Secretary of 
State has exercised his authority to deny passports on the basis of 
evidence available to him. To offset these restrictions, the Com- 
munist Party instituted a broad campaign aimed at forcing the 
Secretary of State to repeal, or at least modify, the regulations. It 
created an organization which it named American Committee to 
Survey Trade Union Conditions in Europe. This organization 
served the dual purpose of (1) arranging travel into Iron Curtain 
countries, including Russia, of Communist propagandists, and 
(2) attacking the passport regulations of the Secretary of State. 

William A. Wallace, a former Communist, who had furnished 
information to the Federal Bureau of Investigation during his mem- 
bership in the Communist Party, testified about his trave! to Russia 
and the attack upon the passport regulations by the American Com- 
mittee to Survey Trade Union Conditions in Europe. After identify- 
ing the Communist Party leadership of this organization, he told of a 
meeting which it had called in Chicago in May 1952: 


Well, at Chicago, we met at the Midland Hotel, some 
time the first part of May in 1952, and we discussed the 
denial of passports to individuals in this country, what 
steps to take, to take guaranties that this denial wouldn’t 
continue, that people would receive their passports; also 
spoke about how much money had been spent on sending 
delegations to Europe. I think it was something like I 
think about 20,000 bucks, somewhere around there, that 
Charlie Velson mentioned that we had spent, that this com- 
mittee had spent in sending delegations to Europe. 

We were going to continue doing this if we could get 
passports. Therefore, we had to raise a hullabaloo about 
this passport situation by publicizing it in leaflets, by 
publicizing it in whatever press we could, by bringing it 
before the communities; also said that in order to continue 
this work we would have to set up a committee to carry on 
this work, out of the Chicago area, that we should send a 
delegation to the State Department, protesting the fact 
that passports were being denied certain individuals and that 
we do everything in our power to raise such a hullabaloo 
that the Passport Office of the State Department would be 
so embarrassed that they would then stop denial of passports 
to certain individuals. 


During hearings held in May and"June, 1956, the committee called 
before it some 20 witnesses, all of whom had traveled abroad since 
World War II. Many had participated in conferences called by 
international Communist-controlled organizations in the roles of 
Officials, delegates, or observers. Witnesses were directed to pro- 
duce the United States passports under which they traveled abroad; 
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Some passports which had been reclaimed by the Department of State 
were subpenaed for analysis by the committee. 

A review of the passports showed clearly that when an American 
servitor of international communism traveled into an Iron Curtain 
country on a mission to promote international communism, the Com- 
munist countries did not affix entry and exit visas. Instead, these 
agents were given a slip of paper which was stamped with the entrance 
or exit permit. When these individuals left the ron Curtain country, 
the separate slip was removed from their possession and proof of their 
travels within that country disappeared. A review of the passports 
obtained by the committee through subpena showed that in 1 or 2 
instances, the visa stamp of an Iron Curtain country had been affixed 
to the passport through some error, and was subsequently eradicated. 
The deceit was subject to discovery, however, because the Federal 
Bureau of Investigation recreated the visa stamp by means of a tech- 
nical chemical process. 

This deceit was not initiated abroad. It started in the United States 
when the individual applied for his United States passport. For 
example, Henry Willcox, a prosperous builder and president of the 
Willcox Construction Co. of Long Island City, N. Y., applied for a 
passport in 1952, advising the Secretary of State that he intended to 
visit France and Turkey for the purpose of negotiating a building 
contract. Before the committee, Mr. Willcox testified that he never 
went to Turkey because upon arrival in France he found out that the 
Turkish Government was not interested in the contract. He said he 
went to Peking, China, instead, for the purpose of attending the 
Asian and Pacific Peace Conference. Asked why he had not stated 
in his passport application that he proposed to attend the Peking 
conference, Mr. Willcox replied: “I am sure that if I put that down, 
the passport would have been refused.” In the official report of pro- 
ceedings, Willcox was named as an official of the conference. As such, 
he approved and supported the condemnations of America voiced by 
his fellow delegates. 

Louis Wheaton was identified by the conference proceedings as 
deputy secretary general of the Peace Liaison Committee of the 
Asian and Pacific Regions. Following is a portion of a speech made 
by Louis Wheaton, as reported in an English-language broadcast from 
Peking, China, on October 31, 1952: 


It is time that a few things be said to us, the people of the 
United States. The firsthand accounts of the conduct of 
our troops abroad are shocking. American troop’s vicious 
and criminal behavior is absolutely horrible. These accounts 
were given by newspaper correspondents of many lands as 
well as by the Korean peace delegation to the conference. 
The people of Asia and the Pacific region are convinced that 
these accounts are true. 

Just one of these instances is enough to show the ruthless 
and inhuman behavior of our forces. In one village in Korea 
more than 300 children were put into one warehouse and 
their mothers into another nearby. Gasoline was poured 
around the warehouse where the children were and set fire. 
The mothers, hearing the screams of their children, broke 
down the door and windows. As they were trying to save 
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their children, these mothers were machine-gunned by our 
troops. * * * 


Henry Willcox not only endorsed these statements while they were 
being made before the Communist-called Peace Conference of the 
Asian and Pacific Regions; but upon his return to the United States, 
he also released to the press a statement by another American delegate, 
Hugh Hardyman, of California, charging that American forces in 
Korea had engaged in bacteriological warfare against the women and 
children of North Korea and China, 

This same Henry Willcox and his wife, Anita, are currently appli- 
cants for United States passports. The Secretary of State refused 
them new United States passports, and they have instituted judicial 
proceedings to compel the issuance of passports. 

Hugh Hardyman, who appeared before the committee in California, 
had also deceived the State Department in applying for a passport 
to attend the Asian and Pacific Peace Conference. He advised the 
State Department merely that he desired to go to Australia. Actually, 
he traveled from California to Red China via New York and France— 
three-quarters of the way around the world. While Hardyman had 
enough money to finance his own trip, other Californians attending 
the Asian and Pacific Peace Conference, and a subsequent conference 
held in Vienna, Austria, had their transportation paid by Communist- 
front peace organizations in California. All of the California delegates 
traveled to Red China via New York and Paris. 

During the hearings, the committee also heard testimony by 
youths who had attended a World Youth Festival held in Warsaw, 
Poland, in 1955. From a witness, Joseph Scislowicz of Minneapolis, 
Minn., the committee learned that the American delegates to this 
festival were known in Poland under aliases. : 

Several of those named by Scislowicz as participants in the festival 
were subpenaed before the committee during these hearings. All had 
concealed the purpose of their travel in their passport applications; 
all were discovered by investigations conducted by the committee to 
have been affiliated with the Communist Party; and all refused to 
answer committee questions relative to their applications for pass- 
ports, their travel abroad, and their conduct at the festival. 

These hearings provide proof that the individuals who took part 
in the so-called conferences for peace or for youth, were knowingly or 
unknowingly, an integral part of the international Communist move- 
ment. The youth festivals were promoted by the international or- 
ganization known as the World Federation of Democratic Youth. 
The Asian and Pacific Peace Conference and other conferences along 
alleged peace lines, which were the subject of these hearings, were 
under the control of the World Peace Council. The World Peace 
Council and the World Federation of Democratic Youth are com- 
prised of delegates from all countries of the world but they are domi- 
nated by the delegates from Soviet-bloc countries, with the support 
of Communist delegates from non-Communist countries. The pur- 
pose of the organizations is to propagandize in behalf of the foreign 
policy of the Soviet Union and against the foreign policy of every free 
country in the world. Without exception, delegates to the peace con- 
ferences unanimously supported all resolutions proposed by the Com- 
munist leaders at the conferences. A review of the proceedings of 
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these conferences shows that Communist delegates from non-Com- 
munist countries attacked their governments and the governments of 
the other free countries of the world, but never once have delegates 
from Soviet-bloc countries condemned their own governments; nor, 
significantly, did the free-world delegates ever condemn the long 
record of Soviet aggrandizement and inhumanity. 


COMMUNIST INFILTRATION OF GOVERNMENT 


Further ramifications of Communist infiltration of the United States 
Government were uncovered in a significant series of hearings in 
Washington early in 1956. 

The committee learned of the identity of four more agencies of the 
Federal Government which harbored Communist Party cells—the 
Railroad Retirement and the Social Security Boards, the Rural 
Electrification Administration, and the Department of Labor. The 
new information received by the committee corroborated the testi- 
mony of Herbert Fuchs who in previous appearances had bared 
the existence of at least 10 heretofore undisclosed Communist 
Party cells organized within various Government agencies during the 
1940’s. Much of the corroboration was obtained from James E. 
Gorham, who had been employed by the Federal Government from 
1934 until 1955, with the exception of 5-month periods in 1938 and 
1947. 

Mr. Gorham afforded the committee invaluable information 
dealing with the extent and success of Communist Party infiltration 
of Government service at a time when it was a major target of the 
Communist Party. 

Mr. Gorham testified that he first joined the Communist Party in 
1934 in New York City while employed by the Office of the Federal 
Coordinator of Transportation of the Federal Emergency Relief 
Administration. Before he was transferred to Washington, the 
committee learned three important Communist Party functionaries 
from Washington, D. C.—Henry Rhine, Albert Blumberg, and Eleanor 
Nelson—visited him in New York. They informed Gorham and 
other Communists in New York who were about to be transferred to 
Government jobs in Washington, about the organizational structure 
and operation of the party element in the Federal service. He was 
told that under no circumstances would he be known as a Communist 
to anyone other than to his fellow Communist Party members and 
that he would hold no party membership card as long as he was & 
Communist and employed by the United States Government. 

Gorham testified that during the period from 1934 to 1942 he was a 
member of a Communist Party unit in several Government agencies. 
The first group to which he belonged was a fraction within the Federal 
Emergency Relief Administration in New York. He was recruited, 
he stated, by one Louis Lehrman. Upon his transfer to Washington, 
he was assigned to the Communist group comprised for the most part 
of employees of the National Recovery Administration. This assign- 
ment was arranged by Henry Rhine, who was then employed at NRA. 

Gorham was next assigned to a party group composed of employees 
of the Works Progress Administration. This transfer was effected by 
Edna Richter, then an employee of the WPA. The next Communist 
Party unit to which Gorham belonged was a new one composed of 
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Gorham, Fuchs, and Samuel Koenigsberg, all staff employees of the 
Senate Subcommittee to Investigate Railroads, Holding Companies, 
and Related Matters, the so-called Wheeler committee. Gorham 
related that the Communist group within the Wheeler committee 
later added to its membership employees from the Interstate Com- 
merce Commission and, at another time, ‘2 men and 1 or 2 women” 
in a merger of a Library of Congress Communist cell with the Wheeler 
committee cell. 

Mr. Gorham finally was assigned to a cell composed of employees of 
the Securities and Exchange Commission, headed at that time by one 
“Mike” Naigles, an employee of the SEC. Gorham related that in 
1935 he was suspended by the Communist Party for several months 
for too strenuous opposition to the totalitarian tactics of the party. 
He was later reinstated. 

Regarding his final break with the Communist Party in 1942, 
Gorham stated: 


Now, I found, however, as I think any thinking man must 
have found, it very hard to understand the gyrations of the 
Communist Party from 1939 through 1942 unless the party 
could be regarded as simply a form of front organization for 
the Russian party, which was in a sense what it really oper- 
ated as. In other words, it was perfectly obvious in the 
rather clumsy attempts to change and to rationalize the 
change in position as the world situation changed, that the 
American Communist Party did not have a policy of its 
own. I personally became disappointed oe uite dis- 
gusted with the explanations given me, and made up my 
mind to leave when the opportunity came to leave and I 
did so * * *., 


The committee subpenaed for appearance in Washington 31 indi- 
viduals who had been identified by Mr. Fuchs and Mr. Gorham as 
active Communist Party members during the time they were employed 
by the Federal Government. Of these 31 individuals, 11 were still in 
Government service at the time the first Government employees’ 
loyalty program was inaugurated in 1947. Five of these individuals 
retained their jobs even after 1950. When called upon by the com- 
mittee to answer questions regarding their participation in the Com- 
munist conspiracy, 30 of the 31 claimed the protection of the fifth 
amendment. 

One of the witnesses heard during these hearings was one Helen 
Roark Hill, formerly Helen Roark Himmelfarb, who was employed 
by the National Labor Relations Board in Washington, D. C. until 
April 27, 1954. Prior to this date, Mrs. Hill received two loyalt 
hearings during which she had continuously and emphatically denied, 
under oath, that she was, or had ever been, a member of the Communist 
Party. The committee ascertained that Mrs. Hill resigned her 
Government position before a final determination was made of her 
loyalty investigation which was reopened in 1953. 

After her case came to the attention of the committee, Mrs. Hill was 
subpenaed to appear in an executive session on May 14, 1954. At 
that time, she again denied under oath that she was, or ever had been, 
a member of the Communist Party. In addition she gave the com- 
mittee a complete transcript of her hearings before the loyalty boards, 


23009°—58 H Rept., 85-1, vol. 1——18 











18 ANNUAL REPORT, COMMITTEE ON UN-AMERICAN ACTIVITIES 


replete with her denials of Communist Party activity or membership, 
There the matter rested until Herbert Fuchs began to cooperate with 
the committee and stated that he had known Mrs. Hill as a member 
of the Communist Party while they were both employed at the 
National Labor Relations Board in Washington, D. C. 

On July 28, 1955, Mrs. Hill was recalled before the committee in 
executive session. Again she was asked about Communist Party 
membership and activities at which time she claimed her privilege 
under the fifth amendment, refusing to answer any and all questions 
dealing with this subject. 

Mrs. Hill was then called for a public hearing on February 28, 1956, 
at which time she claimed her privilege under the fifth amendment in 
response to practically all questions put to her by the committee, even 
including her previous appearances before the committee and whether 
or not she had ever held various jobs within the Federal Government. 
As in the preceding executive hearing, she refused to answer any 
questions dealing with Communist Party membership or activity. 

In 1955, the committee reported that for the first time a witness 
had agreed to answer any and all questions if the committee secured 
for him a grant of immunity from prosecution under provisions of 
Public Law 600, 83d Congress. (Briefly, this law provides that in 
the event the committee authorizes that a witness be granted immunity 
and the court enters an order requiring the witness to testify, nothin 
that the person is compelled to state while so testifying may be ced 
in any criminal proceeding against him.) ‘The witness referred to 
above was Ellis Olim. Upon being recalled before the committee on 
June 20, 1956, Mr. Olim stated that he had misunderstood the com- 
mittee’s offer of immunity. He refused to cooperate with the com- 
mittee and invoked the fifth amendment when questioned about 
Communist Party membership and activities. 

Three of the witnesses heard during the course of the 1956 hearings 
refused to tell the committee whether or not, while employed by the 
Federal Government, they had transmitted any information or 
material which came into their possession as a result of their Gov- 
ernment position, to any persons or entities not authorized by law 
to receive it. 

The existence of at least two Communist Party cells in the regional 
office of the National War Labor Board in Denver, Colo., during the 
years 1943-45 was reported by the committee in 1955 as a result of 
testimony of Mr. Fuchs. On May 15, 1956, in Denver, Colo., the 
committee received testimony of one Norman Pixler. Mr. Pixler tes- 
tified that he had been an employee of the War Labor Board in Denver 
during the years 1943-45, and that he had been solicited for member- 
ship in a Communist Party cell within that agency. He informed the 
committee that the individual most persistent in the attempt to recruit 
him into the party was Philip Reno. Reno has been identified to the 
committee by at least two witnesses as having been a member of the 
Communist Party while employed by the Federal Government in 
Washington, D. C., and Denver, Colo. Mr. Pixler testified further 
that Philip Reno was the person responsible for securing employment 
at the War Labor Board in Denver for at least five individuals known 
by Reno to have been members of the Communist Party. 
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Reno appeared before the committee in Denver. He refused to 
answer questions regarding the employment of persons named by Mr. 
Pixler. Committee counsel then declared: 


I put it to you as a fact, and ask you to affirm or deny the 
fact, that part of your responsibility in the Communist con- 
spiracy was to introduce into the Federal Government per- 
sons known by you to be members of that conspiracy. 

“T decline to answer that on the grounds given,” Reno replied. 


During the hearings conducted in Washington and Denver, four 
of the individuals identified as Communists denied under oath that 
they had been members of the Communist Party or that they had 
participated in Communist activities. These four cases, together 
with all testimony and evidence in the possession of the committee 
bearing thereon, have been forwarded to the Department of Justice 
for consideration in connection with possible perjury proceedings. 


INTERNATIONAL COMMUNISM 


To obtain an accurate view of the current developments of inter- 
national Communist strategy and tactics, the Committee on Un- 
American Activities, during the summer of 1956, inaugurated a series 
of projects, comprising hearings and statements by a number of 
experts, on the Soviet program of conquest as it operates today in the 
various nations of Europe, Asia, and Africa. 


Chairman Francis E. Walter declared at the opening of the committee 
hearings— 


It is abundantly clear from the evidence received by this 
committee and other organs of the United States Govern- 
ment—that the Communist conspiracy in the United States 
is but one jaspect of the global conspiracy directed by the 
Kremlin. 

Beyond this, it is equally clear that the activities and the 
objectives of the Communist Party of the United States are 
almost’ invariably foreshadowed by prior developments in 
Russia and various key countries abroad. One of the most 
compelling examples of this was the famous letter by the 
French Communist leader, Duclos, which resulted in the ex- 
soeerag of Earl Browder as head of the American Communist 

arty. 

In order to determine the nature of communism in the 
United States, it is essential, therefore, that we keep fully 
acquainted with the strategy and tactics of International 
Communism. 


The first witness to appear before the committee, on September 10 
and 11, 1956, was Ernst Tillich, leader of the Fighting Group Against 
Inhumanity, one of the most effective resistance organizations func- 
tioning behind the Iron Curtain. From its headquarters in West 
Berlin, Mr. Tillich and the Fighting Group conduct a ceaseless war 
against the Soviet police state whose borders begin only a few blocks 
away and stretch all the way to the Pacific Ocean. 
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The information which Mr. Tillich provided on the motives and 
purposes of current Soviet policy takes on particular significance in 
the following summary statement: “A half million combat-ready 
Soviet and East German Communist and Red army troops, poised 
on the border of Western Germany,” he declared, “give the lie today 
to Soviet avowals of ‘peaceful coexistence.’ ”’ 

He continued— 


Indeed, in the current strategy of the Kremlin, “peaceful 
coexistence” emerges only as another instrument for Com- 
munist expansion and ultimate global conquest. 

In Germany today, the world has a compelling illustration 
of Communist coexistence in practice. In Eastern Germany 
the Soviets have some 250,000 Red army troops stationed at 
key points ready to surge across the Rhine up to the English 
Channel at a moment’s notice. They have also established 
an East German Communist military apparatus of another 
250,000 officers and men. These forces are supplemented 
by a veritable army of underground spies and saboteurs in 
Western Germany whose function it would be, in the event 
of war, to disrupt American and allied forces stationed there. 

At the moment, however, the Soviets are hoping to achieve 
their program without resorting to another war. Their 
efforts are directed toward the winning of new allies or, at 
the least, toward inducing a ncutralist posture among the 
nations of the free world which are now joined with the 
United States in an anti-Soviet coalition. 

For the moment, the Soviets have laid aside their tactics of 
direct offensive. They are proceeding now in ways more 
subtle, but at the same time more dangerous for the very 
reason that they are more difficult to identify and dea! with. 

Since the 20th Congress of the Soviet Communist Party 
last spring, the Kremlin has modified some of its internal 
policies in order to lessen the hostility of the people of Russia 
and the Iron Curtain countries. 

But while more freedom has been established in certain 
areas of life, this does not mean—as the Soviets wish us to 
believe—that the nature of the Soviet system itself was 
changed. Any benefits given to the peoples of the Iron 
Curtain countries are prompted not by humanitarian con- 
siderations. ‘They have been extended simply as a means to 
an end: The Soviets are beginning to realize that a productive 
slave is better than a dead one. 

Despite the variety of methods they have employed, the 
Soviets have not succeeded in developing any widespread 
enthusiasm for communism behind the. Iron Curtain in the 
satellite countries. The people have been forced to adapt 
themselves to the regime in order to live. But this does 
not mean that they accept it. 

In East Germany, for example, 85 percent of the 
population are opposed to the Soviet-German police govern- 
ment. In the event of war or insurrection, these 85 percent 
would at the least engage in passive resistance and as many 
as possible would participate in active resistance. Similarly, 
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the East German army does not constitute a secure force 
for the Soviets. On the basis of accurate information avail- 
able to us, we can estimate that, in the event of civil war or 
a third world war, at least 80 percent of the Communist 
police troops would desert at the first crisis. 

The people behind the Iron Curtain represent the best 
allies that America has. It is essential that America con- 
tinue to encourage and support them. There are various 
ways in which this can be done. 

1. We must provide them with individual economic help, 
food packages, and the like. 

2. We must insure that refugees who flee to the West are 
integrated politically and socially, as well as economically, 
into their new environment. 

3. We must maintain as much contact as possible with the 
people of the Iron Curtain countries. We must emphasize 
that we consider them our friends and allies and that our 
opposition is directed only against the illegal governments 
which oppress them. 

4. We must conduct a coordinated propaganda offensive 
which takes into account the psychology and aspirations of 
the people behind the Iron Curtain and of the Communist 
functionaries who can be persuaded to defect from the 
regime. 

5. We must utilize a consistent propaganda of protest in 
which we denounce the excesses of the Soviets and the Com- 
munist satellite governments. 

6. We must provide the peoples behind the [ron Curtain 
with specific political leadership by providing them with 
slogans and suggestions which they can use as a basis for 
criticizing and opposing the government. 

The Soviets have converted Germany into a giant labora- 
tory in which they are testing their procedures of aggression. 
At the same time, Germany provides the free world with one 
of the most effective areas in which to strike back at the 
Kremlin. It is essential that we utilize these opportunities 
effectively. 


“On the clock of survival,’’ Mr. Tillich warned, “the time is now 
5 minutes before midnight.” 

The predictions of Mr. Tillich were borne out strikingly only a few 
short weeks later by the dramatic events first in Poland and then in 
Hungary where thousands died in an unquenchable battle for freedom 
against the Soviet juggernaut. A group of witnesses provided a 
valuable insight into the background of these developments. On 
Poland, the staff of the committee heard statements by Dr. Jan 
Karski, a member of the last free Polish government; Joseph Lipski; 
and Stanislaw Mikolajezyk, who served as Vice Premier, after World 
War II, together with the present Communist ruler, Gomulka. 

While the free world hoped that the schism in Poland might augur 
a Polish break from the Communist orbit, Mr. Mikolajezyk found 
little to encourage such a view. 

“Gomulka,” he warned, “is a ‘fanatical’ Communist dedicated to 
the completion of the program of sovietizing Poland.” 
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“Despite the dismissal of Rokossovsky as Defense Minister and 
head of the Polish Armed Forces,’’ Mr. Mikolajezyk pointed out, 
“the Soviets nevertheless retain complete control. over the Polish 
military forces, the secret police, and the economic planning division.” 

Mr. Mikolajezyk urged that any American aid to Poland be given 
only upon the conditions that free elections are permitted in Poland 
ae that the Gomulka government demonstrate that it has genuinel 
disassociated itself from the program of Soviet imperialism with which 
it is still allied. 

Spokesmen for free Hungary included former Premier Ferenc Nagy, 
now Vice President of the International Peasant Union; the Rt. Rev, 
Msgr. Bela Varga, former Speaker of the Hungarian Parliament; 
Stevan Barankovics, former chairman of the Hungarian Christian 
Democratic Party; and the Rt. Rev. Bela Fabian, former president of 
the Hungarian Independent Democratic Party. 

Mr. Nagy expressed disappointment with the West for not giving 
adequate aid to the people of Hungary in their struggle for freedom. 


Since the outbreak of the Hungarian struggle for free- 
dom, he said— 


I have heard numerous individuals ask the question: ‘‘What 
can the Western World do to assist courageous Hungary in 
its battle for liberty?” There have been, of course, several 
different answers to that question. When the first Soviet 
guns opened fire on the unarmed and helpless populace of 
Budapest, from the overflowing hearts of 10 million Hun- 
garians came a fervent prayer that the Western World would 
address a strong demand—not just a suggestion—that the 
Kremlin withdraw all Soviet forces from Hungary at once, 
and evidence the sincerity of that demand, if necessary, with 
a show of Western force. In my judgment, the Soviet army 
would have immediately withdrawn from Hungary, had such 
a demand been made—and moreover, the chances for freedom 
in all captive nations would have instantly brightened. This 
could well have been the beginning of the end of the world 
Communist movement. 

Another concrete measure would have been the prompt 
dispatch of a United Nations police force to battle-reddened 
Hungary, and this would only have been the discharge of an 
important U. N. responsibility in its cause to promote world 
peace and halt aggression. In an interview in Paris several 
weeks ago, I pointed out that, so far as we know, the Budapest 
revolt marks the first time that Soviet troops have fired on 
the populace of a satellite since 1945, and was in fact the 
first time that Soviet troops have been in combat outside of 
Soviet borders since the end of World War II. Therefore, 
the ruthless and reprehensible Soviet conduct in Hungary 
constituted a positive act of aggression that should have been 
dealt with immediately through proper channels of the 
United Nations. 


He urged that the United States and the other free nations of the 


world refuse to recognize the new puppet regime recognized by the 
Soviet Union after quashing the rebellion. 
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As the situation stands at this moment, in my judgment the 
people of Hungary could salvage at least a moral victory if 
the Western Powers, particularly the United States, would 
steadfastly refuse to recognize the now-existing puppet 
regime of Jonas Kadar. In the meantime, it is my hope that 
the United Nations, dedicated as it is to promote the prin- 
ciple of national self-determination for all people, will 
sponsor free elections in Hungary under the supervision of 
a U. N. inspection team so that my people may have a gov- 
ernment of their choosing. This is precisely one of the very 
privileges that an estimated 50,000 Hungarians have died 
for during the past 3 weeks. 


Mr. Nagy, together with his compatriots who conferred with the 
staff of the committee, joined in a plea for effective humanitarian aid 
to the people of Hungary from the people of the free world but coupled 
this with urging caution that food and medical supplies be channeled 
to the Hungarian people and not to the regime which opposes them. 
The Committee on Un-American Activities expects to hear experts 
from other strategic areas of the world in coming months to provide 
the Congress and the people of the United States with current infor- 
mation about Soviet policy. 

In another aspect of its study of international communism, the 
Committee on Un-American Activities, during 1956, published two 
symposiums containing analyses by a number of authorities on the 
current strategy and tactics of the Soviet Union. The first of these 
was The Great Pretense—a Symposium on Anti-Stalinism and the 
20th Congress of the Soviet Communist Party; in it, 39 experis 
contributed appraisals of the anti-Stalinist program which was 
thrust upon the world by the new leadership of the Soviet Communist 
Party in the spring of 1956. The experts stood together on these 
three major conclusions: 


(1) The current policy and tactics of the Soviet Union 
present the greatest danger ever to confront the West; 

(2) The current developments in the Soviet Union are a 
reflection of growing strength and confidence rather than 
weakness; 

(3) The policy of anti-Stalinism proclaimed by 
Khrushchev does not denote any abandonment of the 
messianic Soviet program of universal conquest. 

It is the hope of the Committee on Un-American Activi- 
ties— 

Chairman Walter stated in a foreword— 


that these analyses may aid in creating an effective program 
with which to countervail the dangers of anti-Stalinism— 
and in maintaining reason and vigilance in that diminishing 
part of the world that is still free. 


The second symposium, a two-volume work entitled “Soviet Total 
War—‘Historic Mission’ of Violence and Deceit,” presented state- 
ments by 123 eminent United States Government officials, military 
leaders, educators, journalists, and labor and business experts in a 
comprehensive examination of the origin and current direction of 
Soviet policy developments in Europe, Asia, and Africa. FBI Director 
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John Edgar Hoover, who also contributed to The Great Pretense, 
declared that “‘we are not entering an ‘era of peace.’ Contrary to the 
opinion of wishful thinkers, the threat of Communist tyranny has not 
been lessened.’”? The Kremlin’s current “return to Leninism,” Mr, 
Hoover warned, marks the emergence of a new Communist militance 
and the beginning of “‘war on a new plane.” 

Quick confirmation of Mr. Hoover’s prediction came with the brutal 
suppression of the Hungarian freedom revolt and the intrusion of 
the Soviet Union into the turbulent Middle East. Both of these 
developments stripped the last threads from the mask of Soviet 
“peace,” and shattered even the vainest hope that the campaign of 
de-Stalinization augured a change in the ways of the Kremlin. On 
the final day of 1956 these developments began to come full circle as 
Khrushchev, the originator of “anti-Stalinism,” proclaimed that ‘in 
the fight against the imperialists, we are all Stalinists.” 


FUND FOR THE REPUBLIC, INC. 


The chairman of the Committee on Un-American Activities, 
Francis E. Walter, on June 7, 1956, in announcing that the committee 
will hold public hearings on activities of the Fund for the Republic, 
stated: 


The Fund for the Republic, Inc., is financing a number of 
activities which have aroused criticism and doubt on the 
part of Members of Congress, prominent patriotic organiza- 
tions, and individuals, including Henry Ford II himself, who 
has publicly described some of the actions of the Fund as 
“dubious in character.” 

Is this foundation, with its vast reservoirs of funds and 
power, a friend or a foe in our Nation’s death struggle 
against the Communist conspiracy? Are its extensive and 
diverse activities strengthening or weakening our security 
structure in the Communist cold war? Are the leaders of 
this force, which enjoys the benefits of tax immunity, serving 
an interest inimical to our basic American traditions? 

The Congress and the American people are entitled to 
know the answers to these questions. I wish to make it 
clear that the Committee on Un-American Activities is not 
at this time passing judgment on the Fund for the Republic 
or its activities. The committee is seeking the objective 
facts, so that they can be available to the American people. 

In the embattled position in which the United States 
finds itself today, no organization is above appraisal of its 
position on matters vital to this country’s welfare. In the 
words of Henry Ford II on the Fund itself, ‘“No public trust 
can expect to fulfill its responsibilities if it does not respond 
to intelligent and constructive public criticism.’”’ The Con- 
gress has a right and a duty to inform itself on issues pertinent 
to prospective legislative action. 


Staff investigations have not yet been completed, and the general 
public hearings on the Fund for the Republic have not as yet been 
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scheduled. In the interim, however, the committee has held hearings 
on two phases of the activities of the Fund for the Republic: 


1. So-called blacklisting report 


On June 25, 1956, the Fund for the Republic released a two-volume 
report on “blacklisting.”” The theme of the report is that there is in 
vogue in the entertainment industry a blacklist, which deprives 
people of employment because of political affiliations or beliefs. 

The evidence adduced at the hearings established that there is not, 
and never has been, in the entertainment industry, any practice of 
depriving people of employment because of ‘‘political iations or 
beliefs,” but that a number of people who have been identified as 
Communists or active on behalf of communism have been refused 
access to mass mediums of communications. This fact was estab- 
lished, not only by the examination in public session of Mr. John 
Cogley, who directed the investigation on behalf of the Fund for the 
Republic, but also by the testimony of the ablest leaders of nationwide 
anti-Communist organizations, including the American Legion and 
the Veterans of Foreign Wars. These leaders roundly condemned 
the Fund for the Republic report as a “fraud” and a ‘‘tool” of the 
Communists in preventing the exclusion of Communists from the 
entertainment circles of this Nation. 


2. The award to the Plymouth Monthly Meeting 


On July 17 and 18, 1956, the committee held hearings in Phila- 
delphia, Pa., respecting the award made by the Fund for the Republic 
to the Plymouth Monthly Meeting. The evidence adduced at the 
hearings established the following: 

On June 23, 1956, the Fund for the Republic announced that it had 
awarded $5,000 to the Plymouth Monthly Meeting (Religious Society 
of Friends) at Plymouth Meeting, Pa., for “courageous and effective 
defense of democratic principles” in refusing to dismiss a librarian 
who did not take the Pennsylvania loyalty oath. The librarian 
had been identified as a Communist before a Senate committee. 
She refused to testify respecting her Communist affiliations when 
called before the Senate committee, and has been convicted of con- 
tempt of Congress. She was not at any time employed by the Plym- 
outh Monthly Meeting, but had been employed by a library group 
of Plymouth Meeting, Pa., which had on its board certain Quakers 
some of whom resigned in protest when the librarian was employed. 

It was further established that the employment of the librarian has 
met, and continues to meet, overwhelming opposition, not only from 
the members of the Plymouth Monthly Meeting but also from the vast 
majority of the residents of the community. This opposition has 
been evidenced by a number of petitions, and by the fact that the 
township, the school board, and the Community Chest all withdrew 
their support of the library because of its employment of the librarian. 

The Plymouth Monthly Meeting, to which the Fund for the Repub- 
lic made the $5,000 award for its alleged retention of the librarian, at no 
time evidenced a sympathy for the employment of the librarian, and 
has not accepted the award which was tendered to it by the Fund for 
the Republic. 
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COMMUNIST PROPAGANDA AMONG PRISONERS OF WAR 
IN KOREA 


(Save Our Sons Committee) 


Investigation of the dissemination of Communist propaganda 
among prisoners of war in Korea resulted in public hearings on June 
18 and 19 in Washington which held up to view the treasonable 
activities of the Save Our Sons Committee. 

Created by the Communist Party, the SOS Committee provided 
a vehicle through which the party exploited the plight of American 
prisoners of war in Korea, and the natural concern of their families 
for the welfare of their loved ones. 

Organized October 25, 1952, in Springfield, Ill., it professed the 
high-sounding purpose of promoting a cease-fire in Korea and the re- 
patriation of prisoners of war. Under this banner, the Save Our Sons 
Committee intended to draw into its orbit non-Communists motivated 
by a genuine desire for peace. Its supposed program was set forth in 
the following quote from the ‘‘Call’’ to the founding meeting: 


A call to all patriotic Americans who have loved ones. in 
Korea, in uniform, or about to be drafted: 

Mothers, fathers of Americans in Korea, in the frontlines, 
in prison camps, and in hospitals. * * * All organizations 
whose members have sons in the armed services or in Korea 
come to an emergency Midwest assembly Saturday, October 
25, 11 a. m., in Springfield, Lll., to save the lives of our sons 
and loved ones; to stir the conscience of America; to tell 
all public officials and all candidates for office that we want 
an immediate end of the senseless slaughter. 

1. For a cease-fire in Korea on both sides NOW! 

2. Continue negotiations to settle remaining question of 
repatriation of prisoners. 


Actually, the organization was conceived by the Communists as an 
instrument for removing United States troops from the scene so that 
South Korea would be at the mercy of the Communist forces. 

The organization, it was ascertained, concealed the fact that Florence 
Gowgiel, its chairman and one of its founders, was a member of the 
Communist Party. 

Mr. Anzelm A. Czarnowski, of Argo, Ill., an FBI undercover agent 
within the Communist Party from 1944 to 1955, testified that he had 
known Florence Gowgiel as a Communist since 1946 and that she was 
a member of the Argo branch of the Communist Party to which he 
had been assigned. 

The following excerpt from the testimony of Mr. Czarnowski indi- 
cates the close alliance that existed between the Save Our Sons Com- 
mittee and the Communist Party: 


Mr. Tavenner. Do you recall when it was that the organ- 
ization known as Save Our Sons Committee was formed? 

Mr. Czarnowski. At meetings of the Argo branch when 
her [Mrs. Gowgiel’s] son-in-law returned, who was paralyzed 
during the Korean campaign, she had mentioned several 
times about this war. It was in August or September of 
1952 that press releases were distributed announcing the 
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establishment of an organization which was supposed to take 
place on October 25, 1952. She announced then that she 
was going to Springfield and help organize this organization. 

Mr. TAVENNER. Just a minute. ou say she announced. 

Mr. Czarnowskl. She told that to the branch members; 
yes. 

Mr. Tavenner. That was at a meeting of the Communist 
Party, a branch meeting? 

Mr. Czarnowsk1. Yes, sir. And that she needed the 
Communist Party to furnish or pay her expenses. The Argo 
branch of the Communist Party gave her $20 to cover the 
expense to Springfield. 

Mr. Tavenner. For the trip to Springfield for the found- 
ing convention of Save Our Sons? 

{r. CzarnnowskI. Yes, sir. 


* * * * * 


Mr. TavENNER. As time went on after the formation of 
Save Our Sons Committee, did Mrs. Florence Gowgiel ap- 
pear at your Communist Party meetings and discuss the 
progress that was being made by Save Our Sons? 

Mr. Czannowskt. Yes, sir. She made reports to the Argo 
branch of all the activities that were going on in the Save Our 
Sons, and if there was any work to be done that she wanted 
the Communist Party members to do, naturally she reported 
that and asked us to do that. * * * 


From testimony received at the hearings, it appears that Mrs. 
Gowgiel’s principal activity consisted of writing letters to parents and 
wives of American boys fighting in Korea and to boys in Communist 
prison camps. These letters urged support for the treasonous program 
and efforts of the Save Our Sons Committee. It is evident that at 
least some names of prisoners of war were secured from newspaper lists 
which also published their home addresses. 

Called as a witness, Mrs. Gowgiel refused to answer any questions 
concerning her activities and association with the Save Our Sons 
Committee on the grounds of self-incrimination. Questioned as to 
the source of funds with which she carried on her extensive correspond- 
ence with relatives of fighting men and with prisoners of war, Mrs. 
Gowgiel refused to answer on the same grounds. She also refused 
to affirm or deny the testimony of Mr. Czarnowski regarding her 
Communist Party membership. 

The investigation and hearings disclosed that the Save Our Sons 
Committee periodically released a bulletin entitled “Save Our Sons” 
which it mailed to relatives of prisoners of war. The issues usually 
included reprints of letters purportedly written by Korean POW’s, 
and some were addressed to the Save Our Sons Committee praising 
its work. The letters appeared to be authentic since they were 
written over the name of actual POW’s. What the unsuspecting 
families did not know was that the contents of most of the letters were 
forged or written under duress. 

Prisoners who received letters from Mrs. Gowgiel as chairman of 
the Save Our Sons Committee were forced to read them to other 
POW’s over the loudspeaker. The Shanghai News, a Chinese publi- 
cation which was circulated in the camps, announced the formation 
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of the Save Our Sons Committee and often carried news of its progress 
and activities. 

The testimony of two former prisoners of war, Dale E. Jones and 
Erdis Spencer revealed the lengths to which this infamous Communist-~ 
front organization went to exploit the unfortunate plight of these 
prisoners. A letter lauding the Save Our Sons Committee and pur- 

rtedly written by Jones was circulated by the organization in 1953. 

he letter which provides a perfect example of the type of propaganda 
broadcast by this organization is reprinted below: 


“Dear Mrs. Gowaist: I am taking the great pleasure to 
write you that even we, who are over 5,000 miles away from 
home, know about the great work you have started in the 
United States. It is my belief that the Save Our Sons Com- 
mittee will be a great help to us POW’s, and to the frontline 
troops who are fighting over here in Korea. It will also help 
bring about an early conclusion to the Korean question. I, 
for one, and I know the other POW’s here with me, whole- 
heartedly support and encourage you to carry on your great 
work in the future. 

‘““You see, Mrs. Gowgiel, I am also from the State of Illinois 
and it makes me feel 100 percent better to know people like you 
are working for peace in my State, as well as in the rest of the 
States and countries over the world. I am also doing what I 
can, along with the other POW’s, to bring about an early 
conclusion to this Korean war. Although I know it is such a 
small amount right at the present time, but we all know the 
peace movements in the States are growing stronger every 
day. So, therefore, we are hoping for the same thing over 
here in the POW camps. Once that all the people united 
together, then we can have everlasting world peace. 

“T have read in the papers many times about the Save Our 
Sons Committee and also about your son-in-law’s terrible 
incident. I deeply sympathize with him, for I know the 
horrible experience he must have gone through. 

“It is up to you, Mrs. Gowgiel, to me and the other peace- 
loving people of the world to put a stop to this awful blood- 
shed over here in Korea. I am certain that the majority of 
the American people know that this war over here in Korea 
is useless and inhuman. Thousands of people are dying just 
because there are a few individuals who want a little more 
for themselves. They even kill their own people in order to 
make it that way. That is why the American people must 
urge President Eisenhower to keep his promise and put an 
end to the Korean war, peacefully. If the people of America 
don’t join together and force him to do so, it might be ex- 
tended into a third world war. You and I and millions of 
other people of the world must prevent this. 

“The war over here in Korea could have been settled long 
ago if the American side would show some sinccrity in the 
peace talks. But they always put in some unreasonable 
proposals, such as voluntary repatriation. You know, Mrs. 
Gowgiel, no one wants to stay away from his own home and 
loved ones and not never return to be with them again. That 
is what the American side keep saying about the Korean and 
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Chinese POW’s. They are always talking about them in- 

stead of about the American POW’s and front-line troops. 

We want to return to our loved ones very bad, even though 

we have always been treated with the best of care. Wenever 

at a dull minute here in this camp, but we want to come 
ome. 

“The Chinese volunteers are ready to have a cease fire 
right now and then talk about repatriation of all POW’s in 
order to save lives, but the other side says ‘no’—the fighti 
must go on. That can plainly show who wants peace an 
who doesn’t. The Chinese people don’t want to kill and 
cripple the American boys, but they have no other choice. 
Thay ate here to protect their own country from being in- 
vaded. 

“So, Mrs. Gowgiel, it is up to all the peace-loving people 
of the world to make more and more people see how they 
are being fooled by these handful of * * * until the great 
day comes when war will be done away with and everlasting 
peace the world over” 

Mr. TaveNNER. Just a moment. The word that is not 
plainly written there is “‘profiteers.” May I see your copy & 
moment? 

No, it is “profit makers”—profit makers. The stencil 
was not very clear. 

Mr. Jones (continuing reading): 

“are being fooled by these handful of profit makers until the 
great day comes when war will be done away with and 
everlasting peace the world over. 

“So, once again we encourage you to carry on your great 
work in the future. It will be a hard, bitter struggle, but 
peace will be ours in the end. 

“T would be more than glad to receive a letter from you 
letting me know how you are coming along with your work. 
In the meantime I always will look for the news about the 
SOS Committee in the papers. I also would appreciate very 
much if you would contact my mother and tell her to join in 
with us. Iam sure she would be glad to help us. 

“T wish you all the best luck and wishes in your great work. 
Remember, peace will be our victory. 


“Sincerely yours, 
“Pfc. Dare E. Jonzs, 
“POW Camp, North Korea.” 


Mr. Jones testified that he had never written to Mrs. Gowgiel, nor 
had he ever seen the letter which supposedly carried his signature. 
Mr. Spencer was shown a letter allegedly written over his signature 
and circulated by the Save Our Sons Committee. He admitted writ- 
ing part of the letter after constant badgering by his Chinese captors, 
and related he had to write several letters before one was acceptable 
to the Chinese. Mr. Spencer further testified that the letter used by 
the organization had been “doctored.” 

The committee also called before it two other witnesses, Mrs. 
Elizabeth Mitterer, secretary and treasurer of the Save Our Sons 
Committee and Mrs. Mary Phillips Buckner, who, according to Mr. 
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Czarnowski, was the “financial angel” of the organization. Both 
invoked the protection of the fifth amendment in response to ques- 
tions concerning the SOS and Communist Party membership. 

The organization was still active at the time of the hearings. This 
was evidenced by a statement circulated among the press and signed 
by Mrs. Gowgiel as chairman and also by the issue of its publication 
entitled, ‘Save Our Sons,” dated April-May 1956. 


SOVIET ATTEMPTS AT SUBVERSION AND ESPIONAGE BY 
DIPLOMATIC PERSONNEL 


(Testimony of Sidney Hatkin) 


The Committee on Un-American Activities has realized for some 
time that it is a common practice of Soviet Russia and its satellites 
to engage in espionage, intelligence operations, and other forms of 
clandestine activities under the protective cloak of diplomatic im- 
mansy afforded embassies, delegations, and missions in the United 

tates. 

Previous testimony before the committee has revealed that in most 
instances important and sensitive intelligence assignments are given 
to a few trusted and highly trained individuals. While concentrating 
on espionage, subversion, and the amassing of military and economic 
information pertaining to this country, they perform some legitimate 
diplomatic functions as a facade for their true purpose. 

Further information on these practices was obtained on May 10, 
1956, from Sidney Hatkin, a Department of Air Force statistician 
who had been suspended on security grounds. (He was later ordered 
reinstated.) His testimony concerned his experience with one 
Vladimir P. Mikheev, then an employee in the office of the military 
attaché at the Soviet Embassy in Washington, D. C. 

Mr. Hatkin related that in February 1956, while seeking employ- 
ment following his suspension from the Air Force, he advertised for a 
position and emphasized his qualifications as an economist with re- 
search background. Shortly afterward he was contacted by Mikheev 
who stated he would like to have a résumé of Hatkin’s background 
and experience and advised him that if he was interested in his services, 
he would contact him in the near future. Mikheev offered no further 
identification of himself beyond his name. Later, during the month 
of April, Mikheev called Hatkin and asked that he meet him at a 
Washington restaurant. 

At this meeting, Mr. Hatkin related, Mikheev displayed extreme 
interest in his Government service background, particularly that re- 
lating to the aircraft industry. Mikheev thereupon offered Mr. 
Hatkin $25 a day for preparation of a paper on the aircraft industry, 
and gave Hatkin $25 at that meeting. The Russian explicitly re- 
quested that the paper include information on the following subjects 
pertinent to the aircraft industry: (1) “tendency of the industry”; 
(2) “major companies and their industrial capacity’’; and (3) “aircraft 
production.” Hatkin testified that he remembered these points 
specifically because he made notes at the time. 

Throughout the meeting at the restaurant, Mikheev did not tell 
Hatkin where he might be reached, but merely stated that he would 
contact Hatkin. After considerable questioning by Hatkin, Mikheev 
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offered the explanation that he was planning to write a book while 
reparing for his doctor of philosophy at the Dewarats of Maryland, 

r. Hatkin’s suspicions became aroused, and he then informed the 
Federal Bureau of Investigation of all that had taken place in regard 
to Mikheev. It was then that he learned for the first time that the 
“student”? with whom he had been meeting was actually a clerk in the 
office of the military attaché at the Soviet Embassy. 

When Mikheev called Hatkin again and proposed another meeting 
at the restaurant, Hatkin requested instead that Mikheev come to his 
home. When Mikheev arrived, Hatkin returned the $25 advance 
payment to him and told the Russian that he wanted nothing further 
to do with him. 

Immediately after Mr. Hatkin testified, Vladimir P. Mikheev was 
relieved of his duties at the Soviet Embassy and returned to the 


Soviet Union. 
NORTH CAROLINA AREA 


During 1956 the committee held hearings in certain areas in which 
Communist activities had not yet been publicly explored. The overall 
results confirmed again that there is no section or community in this 
country immune from Communist Party intrigue, ideology, and 
propaganda. 

It was apparent to the committee from hearings held March 12-14 
in Charlotte, N. C., on the extent of party infiltration in that area, 
that the Communist Party has followed the same pattern and strategy 
there as elsewhere in its program of subversion. One witness summed 
it up: 

The strategy of the Communist Party never changes. The 
tactics may, but the strategy calling for the overthrow of the 
Government has not changed since Karl Marx, and the party 
says it never will. 


As in other hearings, valuable information was obtained from Govern- 
ment undercover agents who posed as genuine party members for a 
period of years. These courageous individuals who Sans thus served 
our country under great personal sacrifice, deserve the commendation 
of all loyal Americans. 

Charles Benson Childs, an undercover agent for the Federal Bureau 
of Investigation from October 1950 to April 1955 in the North Caro- 
lina area, testified that his induction into the Communist Party was 
ene by a period of activity in the Progressive Party and in the 

arxist Labor Youth League. 

Childs’ first association with the Labor Youth League occurred in 
Greensboro, N. C., but, he testified, other groups met at Winston- 
Salem, High Point, and Durham. This was confirmed by Federal 
Bureau of Investigation undercover agent Odis Reavis who testified 
that he had been literature director of the Labor Youth League and 
as such had distributed, among other propaganda, a pamphlet which 
accused the United States of being the aggressor in the Korean war 
and which called for “bringing the boys home” from Korea. This 
was the Communist Party line adopted by such other Communist 
front organizations as the American Peace Crusade and the Save Our 
Sons Committee. 











32 ANNUAL REPORT, COMMITTEE ON UN-AMERICAN ACTIVITIES 


Mr. Childs also described a training school for party members 
of outstanding ability held in 1952 at the Walnut Grove farmhouse 
of William Binkley. Those who attended went under assumed 
names and were told that ‘‘there was to be no mail to or from school, 
and no telephone calls, and no one would be permitted to leave the 
school before it was over.” Mr. Binkley, when confronted with a 
photograph of his farm home refused to identify it and invoked his 
constitutional privilege against self-incrimination. He also refused 
to answer questions propounded by the committee as to whether he 
was a Communist at the time he was organizer for the building 
trades union or if he was elected to serve on the national committee 
of the Communist Party at its 10th convention. 

The Communist apparatus in the North Carolina area also pro- 
ceeded with the party’s national “colonization” program aimed at 
placing party members in key industries. The committee subpenaed 
three men with university degrees who, in compliance with party 
directives, were then working as a fishscaler, a sheetmetal worker, 
and meat clerk, respectively. Resumes of their employment records 
revealed that they made frequent job changes into various fields. 
All were identified as Communist Party members by earlier witnesses, 
but when confronted with the allegations, they invoked the fifth 
amendment and refused to answer. 

Mr. Reavis, who spent some 6 years in undercover activities, 
testified that the several Communist Party groups to which he 
belonged were particularly active in circulating the Stockholm Peace 
Petition in certain Negro mass organizations and in organizing 
furniture workers. 

From Ralph C. Clontz, Jr., an FBI undercover agent within the 
North Carolina Communist apparatus during the years 1950 to 1954, 
the committee learned of the operations of a Communist front known 
as the Daniels Defense Committee. Following excerpts are from Mr. 
Clontz’ testimony dealing with this organization: 


Mr. Cuiontz. The Daniels Defense Committee was a Com- 
munist-front organization set up by the party with Commu- 
nist Party domination, control, and complete direction. I 
attended the founding meeting and attended most of the 
meetings while I was here in North Carolina, and Mr. Bond 
was an officer of that alleged committee. My recollection 
is that he was the treasurer at one time. It was one of those 
typical Communist plots. They take a supposed trial at 
which a Negro has been unjustly convicted, they claim, and 
blow it up for the benefit of the party. 

In this particular case the Daniels Defense Committee held 
meetings all over North Carolina in churches and various 
other places in North Carolina and even, as I recall, went 
north. 

Mr. Arens. Do you now see in this courtroom the person 
known by you as Nathaniel Bond, whom you have described 
in connection with these various activities? 

Mr. Cuontz. Yes. 

Mr. Arens. Would you kindly confront him, stand up, 
look him in the eye, and point him out to the committee? 

(Witness stands and points.) 
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Mr. Ciontz. That is Nathaniel Bond * * *, 


* * * *« * 


In the Daniels Defense Committee my experience there was 
that the Communist Party stayed in the background, so far 
as known Communists were concerned. For example, at the 
meetings Junius Scales and Henry Farash, who was the party 
organizer from New York, would not be seen inside the 
church. People like Bond, who could hide behind his sup- 
posed connection with the NAACP, and other people of his 
ilk, would actually run the show, while Scales, Farash, and 
ees people like that would control the show from the 
outside. 

Many people were misled by what appeared to be an injus- 
tice that had taken place in Greenville, N.C. Many of our 
Negro churches let these people come into this building and 
hold meetings and in some cases take up collections through 
the misapprehension that they were helping the cause of jus- 
tice, whereas actually they were helping the cause of the 
Communist Party. 


The committee has ample evidence that Nathaniel Bond was 
treasurer of the Daniels Defense Committee which was founded in 
1949. Both Mr. Childs and Mr. Clontz identified Bond as a Com- 
munist Party member. However, when confronted by these. two 
witnesses, Bond refused to confirm or deny their identification of him 
and invoked the fifth amendment in refusing to answer any questions 
concerning his association with the Daniels Defense Committee. 

Mr. Clontz testified further that he was able to identify the monthly 
Negro magazine Freedom as a Communist publication. The first issue 
of this publication was released in November 1950, and its editorial 
board is headed by Paul Robeson. Others on the board include 
Revels Cayton, Shirley Graham, Alphaeus Hunton, and Modjeska 
Simkins; its general manager is George B. Murphy, Jr. Robeson, 
Cayton and Murphy were identified as Communists in sworn testi- 
mony before the committee in. past years; all have extensive Com- 
munist-front records. 


LOS ANGELES AREA 


Through a continuing series of hearings during the past 8 years, 
the Committee on Un-American Activities has been successful in 
bringing to light the professional section of the Communist con- 
spiracy in Los Angeles, Calif. 

The professional section known as the Hollywood section and 
officially in Communist parlance as the Northwest section was com- 

osed of active Communist conspiratorial cells broken down into 
awyer units, doctor units, motion picture actor units, motion picture 
writer units, motion picture directors unit, radio writer units, radio 
actor units and a musicians unit. 

The professional section of the Los Angeles County Communist 
Party proved to be the backbone of ‘‘intellectual”’ communism in Los 
Angeles. Its sphere of influence spread throughout California and 
neighboring States. The Northwest section of the Communist Party 
ground out tons of propaganda parroting every twist and turn of, 
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Soviet Union foreign policy, created fronts which were to raise over a 
million dollars for the coffers of the Communist Party and lent talent 
for entertainment for Communist fund-raising causes. The com- 
mittee hearings have effectively reduced the influence of the profes- 
sional section. Although the Northwest section was recently 
reorganized and boasts of 200 members, most have been publicly 
identified. 

The Communist cell in the professional section, known as the 
musicians unit or branch O, was the subject of public hearings in 
Los Angeles, April 16 through 21, 1956. Sworn testimony by former 
Communist members of the musicians unit disclosed 75 musicians to 
have been members of the unit. 

The committee’s interest in the musicians unit was twofold: First, 
to conclusively establish the existence of the cell; expose the secret 
conspiratorial membership; document its participation in the local 
Communist movement and its adherence to the international Com- 
munist conspiracy. In the testimony received during the hearing 
evidence was obtained that established all of these points. 

Second, the committee in prior California hearings had heard con- 
siderable testimony to the effect that the Independent Progressive 
Party (the California section of the national Progressive Party) was a 
creation of the Communist Party. The committee was particularly 
interested in the part played by a Communist cell qualifying the 
Independent Progressive Party as a legal party on the ballot in 1948, 
and in the subsequent efforts to infiltrate and dominate the Inde- 
pendent Progressive Party by Communist Party members. 

Of the 75 musicians identified as Communist Party members, 9 had 
either left the Communist Party or moved from California prior to the 
inception of the Independent Progressive Party. It was found that 
of the balance of the 66 active in the Communist Party or under dis- 
cipline of the Communist Party, 31 members of the unit circulated 
Independent Progressive Party petitions, 25 registered as Inde- 
pendent Progressive Party voters, and 44 signed Independent Pro- 
gressive Party qualifying petitions. Thirteen of these members had 
no affiliation with the Independent Progressive Party. 

If the same pattern prevails throughout the Communist organiza- 
tion as was evident in the musicians unit, it seems that any success 
claimed by the Independent Progressive Party was due to the efforts 
of the Communist Party in qualifying the Independent Progressive 
Party on the ballot. 

Henry Wallace, candidate for President on the Progressive Party 
ticket, received over 10 million votes in the 1948 national election. 
The Progressive Party, including its California branch, certainly ranks 
as one of the largest and most successful fronts ever created by the 
Communists. 

The following excerpt of testimony by William Don Waddilove, an 
undercover agent in the Communist Party from 1947 to 1948, illus- 
trates the methods of the Communists in establishing the IPP: 


Mr. Scuzerzer. What did you understand to be the purpose 
of the Communist Party in infiltrating the [Independent] 
Progressive Party? Why was it done? 

Mr. WapvpiLove. I would say, rather than infiltrate, I 
think it was spearheaded by the Communist Party. I don’t 
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think the [Independent] Progressive Party would have reached 
a place on the ballot had it not been for the organization of the 
Communist Party behind it. 


At the conclusion of the hearing, the committee stated: 


The fact of the existence of the so-called musicians branch 
or branch O of the Communist Party has been clearly estab- 
lished as has the fact that members of that branch, together 
with other members of the Communist Party, made a deter- 
mined, concealed, and deceitful effort to qualify the Inde- 
pendent Progressive Party on the California ballot. 

The testimony received this week here in Los Angeles by 
the subcommittee bears out and confirms other and abundant 
testimony taken by the committee in other cities throughout 
the United States that the Progressive Party movement was 
in its inception, a creature of the Communist conspiracy, and 
that its actions were, in major part, secretly controlled and 
directed by the Communist Party of the United States. 


In Los Angeles the committee also continued its investigation into 
Communist controlled labor unions and heard testimony from four 
officials of the International Longshoremen’s and Warehousemen’s 
Union, Local 26, Los Angeles, Calif.: Al Kaplan, president; Louis 
Sherman (alias Louis Schneiderman), secretary and treasurer; and two 
lesser officials, Thomas Chapman and Sidney London. All invoked 
the protection of the fifth amendment when asked questions relating to 
activity and membership in the Communist Party. 

The committee also examined Carter Darnell, Sylvia Lardner 
Darnell, and Samuel Berland, officials of the Hale Construction Co., 
Garden Grove, Calif. All three, identified as Communist Party 
members, refused to cooperate with the committee and plead the 
fifth amendment when questioned regarding their Communist Party 
membership. 

The Los Angeles regional office of the Veterans’ Administration 
informed the committee that from September 1953 until December 
1955 a total of $16,324,685 certificates of reasonable value, covering 
1,193 units, had been issued by the Veterans’ Administration to the 
Hale Construction Co. Certificates of reasonable value enable the 
builder to borrow a much higher percent of the total construction 
costs. The certificates guarantee the purchaser of the home a loan 
should the purchaser qualify and thus the Government greatly assists 
the builder. 


TESTIMONY OF NIKOLAI KHOKHLOV 


During the hearings in Los Angeles in April 1956, the committee 
received an astute analysis of current conditions in the Soviet Union. 
The witness was Nikolai Khokhlov, a former Soviet intelligence officer 
assigned to the German-Austrian desk of Soviet intelligence. Mr. 
Khokhlov defected to the West, in January 1954, after refusing to 
carry out the assassination of Georgi Okolovich, an anti-Communist 
resistance leader living in West Germany. 

Mr. Khokhlov dealt at length on two phases of life in the Soviet 
Union: the suppression and control of creative art, literature, and 
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music in the Soviet Union, and the true feeling of the great masses of 
Russian people toward the Soviet police state. 

Mr. Khokhlov was able to draw upon personal experience in his 
description of the perversion of the arts. He had been an actor and 
director in the Soviet theater and motion pictures, and later, as an 
officer of Soviet intelligence, he maintained his contacts in these fields 
for propaganda purposes. 

Mr. Khokhlov told of the many twists and contradictions in the 
Soviet Government’s definition of what it considers “‘good’’ art, 
music, or literature. The Kremlin, he stated, was able to implement 
its policies by maintaining control over certain writers, artists, or 
composers. 

r. Khokhlov explained in some detail how the Soviet Govern- 
ment, before World War II, tried to prevent the creation of art which 
encouraged nationalism and then later, after the Nazi invasion, com- 
pletely reversed itself and launched a campaign to inflame the patri- 
otic passion of the Soviet masses. When the war was over, they again 
enforced the rule that, in regard to the creative arts— 


no citizen would have the right to regard himself as an indi- 
vidual, but must regard himself solely as a citizen of a new 
kind of state—the Soviet state. 


Mr. Khokhlov added that in the Soviet Union the market for 
creative artists is controlled by the state. Not only is the artist’s 
production considered, but the entire background of the artist him- 
self is evaluated before he, or his work, may be judged worthy of 
official acclamation. 

Mr. Khokhlov stated that only about 3 percent of the entire 
Russian population are members of the Communist Party. Mr. 
Khokhlov contends that the great majority of the Russian people 
detest communism even more than the people of non-Communist 
nations because they have actually lived under its domination. The 
conflict between the Soviet people and the Soviet Government, he 
declared, results primarily not from the depressed standard of living 
but, rather, from complete deprivation and the annihilation of all 
individual rights and lack of personal decency. 

Because of this extreme hatred of the present Soviet system by the 
Russian masses, Mr. Khokhlov asserted, the system will be destroyed 
from within by these very people who desire as much as any human 
their individual rights and personal freedom. 

Mr. Khokhlov concluded his testimony with a strong appeal that 
the free world truly understand that communism is an “immoral, 
indecent system designed to exploit drastically the individual in 
order to achieve its own ends.” Further, he urged the West to bring 
to the great masses in Russia a “faith and trust in them, and the belief 
that they will, through their own faculties and capabilities, shed the 
odious yoke of communism.” 

“T know now,” he declared, “that it is impossible today to be & 
decent person and a Communist at the same time.” 
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ROCKY MOUNTAIN AREA 


Hearings in Denver, May 15-18, pinpointed Communist Party 
activities among Mexican-Americans, youth and labor unions in the 
Rocky Mountain area. 

Among the first witnesses was Bellarmino Duran, one of the many 
patriotic Americans who have devoted years of their lives as under- 
cover agents for the Federal Bureau of Investigation. Of Spanish 
descent, Mr. Duran received his preparty indoctrination in a Marxist- 
Leninist youth group which met in Denver. After this he entered 
the Communist Party and was assigned to work among Mexican- 
Americans in the Denver area. As a leader of the West Side Mexican 
Branch of the party, he represented the Colorado Mexican Commission 
of the Communist Party at meetings held by the National Mexican 
Commission. Chief of the national organization was Art Bary, con- 
victed in 1955 for violation of the Smith Act. 

Mr. Duran told the committee that— 


When I first entered the Communist Party on the Mexican 
West Side Branch one of the basic understandings which was 
given to us there was that religion and communism did not go 
together. We had to have a basic understanding and willing- 
ness and determination that there would come a time where 
we had to give our lives for the party and we had to be ready 
for that. The activity that developed from that was merely 
to bring about the two requirements of a revolution. The 
activities in the Communist front were directed to create the 
two requirements which were: One, economic crisis and, 
two, political crisis. The activity of the Communist Party 
working within the Mexican community was to agitate the 
aspirations of the Mexican people in this spontaneous stam- 
pede to show the Government was not willing to accept them 
and it was because capitalism had entered a decadent stage 
and was now entering a Fascist stage and there was no place 
for the Mexican people in the capitalist society. Therefore, 
the answer, for the Mexican people’s problems would be a new 
society, the overthrow of capitalism, and the establishment 
of the dictatorship of the proletariat. 


The Communist Party’s immediate objective became the establish- 
ment of an organization which would enfold Mexican-Americans 
throughout the Nation. ‘The West Side Mexican Branch, as well as 
other Mexican branches throughout Denver, established the National 
Association of Mexican-Americans (ANMA). Founded in Los 
Angeles, its headquarters were moved to Denver in 1952. Here 
again, as in other front organizations, it only required 10 to 20 dedi- 
cated Communists, out of a total membership of 7,500, to gain com- 
plete control of the organization. Alfredo C. Montoya, its national 
president, also a member of the National Mexican Commission of the 
Communist Party, appeared before the committee on May 17. 
Montoya, who now resides in El Paso, Tex., was identified by Mr. 
Duran as a member of the Communist Party. He invoked the fifth 
amendment in refusing to answer questions concerning his position 
with the ANMA, and his alleged Communist Party membership. 
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From his vantage point within the party, Mr. Duran was in a posi- 
tion to identify more than 70 individuals who to his knowledge were 
Communist Party members. The committee summoned 18 of these 
and gave them an opportunity to affirm or deny the testimony of 
Mr. Duran. All invoked the fifth amendment and refused to state 
whether they were members of the Communist Party or had 
engaged in party activities. 

uran also described a number of schools conducted by the party for 
Communist Party members. One of these operated in 1949 at the 
Ute Ranch, near Idaho Springs, Colo. Here, members were trained 
in the techniques of creating and spreading distrust in the American 
system of government. At another school, party leaders were kept 
apprized of the Communist Party line on the Korean conflict. Other 
schools were held at Estes Park and Evergreen, Colo., in 1951 and 
1952. 

Mr. Duran related some of the methods employed by the party in 
its obsession with secrecy. Some of the security measures instituted 
by the party are depicted in the following excerpt: 


In 1948 when I entered the Mexican West Side Branch of 
the Communist Party we were told that no longer would the 
Communist Party issue membership cards, and that was for 
security reasons. At all times if we were arrested or ques- 
tioned we were to deny that we were Communist and at no 
time were we at liberty to admit Communist membership. 

In 1951, prior to the National Mexican Commission meet- 
ing of the Communist Party, Anna Bary also stressed again 
that no Communist can admit at any time that he is a 
Communist. 

In general, the security that the Communists took was to 
investigate all the membership whether or not they had any 
relatives in the Federal Government or local government or 
newspapers or radio. 

Approximately in 1951 when the top leadership went 
underground the system was established to where any 
messages they wanted delivered to the top leadership 
would be taken to the house of Richard Demming, and 
Richard Demming in turn would take it to Arnold Berkens, 
and Arnold Berkens would take it to another carrier outside 
the city, and that carrier would carry it to where the in- 
dividuals were at. 

In going to meetings we were to make absolutely sure we 
were not followed by any FBI or newspaper man or any 
unauthorized person or anybody who did not belong to the 
group. The members of one group were not to walk together. 
The meetings that were held were to be organized only in 
certain houses where not too many meetings were held 
before. 

A complete inspection would be made of the house and, 
if necessary, names were changed to code names. In our 
section the membership at first took on numbers, Nos. 1 to 15. 
When you paid your dues and got literature you gave a 
number, no name. 
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The committee is concerned by the increasing emphasis of the 
Communist Party on recruiting new members from the Nation’s youth, 
Harold Page Martin, who testified in Denver, was able to describe 
this phase of Communist activity. The party’s objective with respect 
to youth in the Colorado area was identical to that in other sections 
of the country. Mr. Martin testified that party members were in- 
structed to infiltrate mass youth organizations already in existence, 
or to create others centered Se ee interests. Outlining the 
steps which led him to communism, Mr. Martin stated that he became 
interested in the subject of socialism during his senior year at high 
school. This interest was heightened by association with others of the 
same orientation; ultimately it led to his joining the Young Communist 
League at the University of Colorado in 1942. Following his release 
from the Army, Mr. Martin joined the Communist Party and was 
eventually assigned to the student branch of Boulder, Colo., where he 
remained until he left the party in 1949. During this period, he served 
on the Youth Commission of the Communist Party. 

Mr. Martin further testified that at a State Communist Party con- 
vention held in Denver in 1948, specific plans were formulated direct- 
ing Communists to infiltrate basic industries. In order to implement 
this plan, party members were directed to forsake college training, 
minimize their native aptitudes, and, above all Renard their per- 
sonal feelings. Young students were especially affected by these 
party directives. Mr. Martin testified further— 


Mr. Martin. The party at that time was developing the 
line of what was known as the concentration policy; that is, 
concentrating party members in areas in certain basic 
industries. 

Mr. Arens. Why? 

Mr. Martin. There was a feeling that by concentrating 
the party forces and party members and party energies in a 
certain few large industries where the larger number of work- 
ers would be present, that party propaganda would be more 
successful and the recruiting and general building of the 
party would be carried on more effectively. 

Mr. Arens. What did the party do from the standpoint 
of causing the students to find themselves in basic industries 
or to locate themselves in basic industry? 

Mr. Martin. The party leadership locally felt at that 
time, following out the line of concentrating party members 
in industry, that all students who could be persuaded to do 
so and who were considered sufficiently politically developed 
and able to do so, should leave heel and go into industry 
of some kind or other. 

Mr. Arens. Were they required to do so? 

Mr. Martin. They were not exactly required, but those 
students, who the party felt had the capability and had 
sufficient training and indoctrination really to be effective 
as party organizers in industry, were very strongly urged to 
do so, so strongly that it was practically a requirement. 


Mr. Martin displayed great courage in his willingness to cooperate 
with the committee and disclose his association with the Communist 
Party. The committee feels that his testimony, showing how individ- 
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uals become involved with the party and what causes them to break 
from the movement, is an important contribution. The following is an 
excerpt from his testimony on this point: 


Mr. Arens. Mr. Martin, you were ideologically identified 
with the party; were you not? 

Mr. Martin. Yes; I was. 

Mr. Arens. You were a true Communist, were you not; 
that is, a conscientious member of the party, were you not? 

Mr. Martin. That is true. 

Mr. Arens. You eventually broke with the party; did you 
not? 

Mr. Martin. Yes; I did. 

Mr. Argens. Tell us first of all what makes a Communist? 
Why did you join the Communist Party? 

Mr. Martin. That is a difficult question. People join 
the party for many reasons. One certainly was a kind of 
intellectual curiosity and a genuine desire to do something 
about the many things that are troubling us in the world 
today. Partly it was a social contact. The way I was 
recruited into the party was the way almost everyone else 
was recruited, following a regular policy of every party 
member getting to know other people personally, working 
with them, talking with them, discussirg things with them, 
convincing them through personal contact. 

Mr. Arens. Is communism a disease of the heart or of the 
head in your judgment? 

Mr. Marrttn. I believe it is a disease of the head. 

Mr. Arens. Why? 

Mr. Martin. I think that the heart is in the right place; 
there is a desire to do something about the ills of the world. 
It is a mistaken path, a kind of intellectual egotism, I believe. 
The idea that a small group can hold the key to the answer 
to the whole thing within a small formula. 

. Mr. Arens. It is based on a materialistic philosophy of 
ife? 

Mr. Martin. Yes; it is. 

Mr. Arens. To what extent does the Communist Party 
use as a facade for its operations the great humanitarian 
issues, such as peace, brotherhood, and that sort of thing? 

Mr. Martin. The Communist Party uses every issue 
imaginable, large or small, that they feel will appeal to people 
at a particular time, that will draw people forward. The 
party always desires to have people in groups—the larger 
the groups the better—because in these groups they can 
reach them, influence them, work with them, recruit them, 
or at least mold them to their own ends. 

Mr. Arens. What caused you to break with the Com- 
munist Party? 

Mr. Martin. More than anything else the concept the 
party calls and refers to as democratic centralism. The 
concept of strict, absolute authoritarianism. It is some- 
thing that the beginning recruit in the party does not see very 
clearly. It does not manifest itself so clearly within the 
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a throughout the membership of the party as a 
whole. 

As one climbs higher in the party into higher and higher 
levels of activity, it becomes more and more pronounced 
until it becomes clear that, as you get up to the highest levels, 
the dedicated Communist, the genuine Bolshevik, regards 
himself, and is regarded by the party, simply as an instru- 
ment for carrying out party decisions and party activities, 
with any other considerations, personal or otherwise, entirely 
subjected. 


That the International Union of Mine, Mill and Smelter Workers is 
still controlled by a Communist element within its ranks became 
evident from testimony presented at the hearings when several current 
officers were identified as members of the Communist Party. When 
called upon to testify concerning alleged Communist Party activities, 
all invoked their constitutional privilege against self-incrimination. 
The individuals referred to include the following: 

Harold C. Sanderson, comptroller, national office, Denver. 

Morris Wright, business agent, local 890, Bayard, N. Mex. 

Alfredo Montoya, business agent, locals 501, 509, and 903, El 
Paso, Tex. 

Rudolph B. Cook, supply department, headquarters, Denver. 

Virgil Akeson, secretary since 1941 in the legislative office as 
well as the national office. 

Anthony Morton, employed by the monthly organ of the Mine, 
Mill and Smelter Workers. 

Graham Dolan, on the staff of the publication. 

Bernard W. Stern, research director (identified by a witness in 
1955). 

The committee also heard testimony of R. C. Moorehead, an under- 
cover agent for the Federal Bureau of Investigation, who served his 
country well by keeping the FBI informed of Communist Party activi- 
ties in the Phoenix, Ariz., area for a period of 3 years—from 1947 to 1950. 
His first act in this role was to join the Communist Party branch com- 
posed of some 50 to 75 migratory workers within local 78 of the Food, 
Tobacco, Agricultural and Allied Workers Union of America. Mr. 
Moorehead testified, however, that the local succeeded in ousting the 
Communists who were in control. Throughout his membership he 
kept the FBI informed as to the activities of the Communist Part 
in Arizona, and aided the Government in convicting seven Smit 
Act defendants in Denver in 1955. 


ST. LOUIS AREA 


Witnesses appearing before a subcommittee of the Committee on 
Un-American Activities in St. Louis June 2-8 disclosed that the Com- 
munist Party had succeeded in infiltrating various labor unions in 
vital industries and mass organizations in that area. 

William W. Cortor, a member of the Communist Party from 1938 
to 1947, and again from 1951 to 1954, when he served as an under- 
cover agent for the Federal Bureau of Investigation, named over 60 
a he had known as members of the party in the St. Louis area. 

e testified about the breakdown of the membership into small tightly 
knit groups which became the general pattern in 1950, following the 
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first convictions of top Communist Party leaders under the Smith 
Act. This was done in order to conceal membership and activities 
and thus minimize exposure. Mr. Cortor continued as follows: 


Mr. Tavenner. * * * What security provisions did the 
Communist Party have at the time you again became a 
member of it in 1951? 

Mr. Corror. Well, the group memberships were, in the 
vast majority of cases, limited to not over 4 in any 1 group. 
And there would be only one person in that group who would 
be in contact with the next higher body, which would be the 
section. And then the section leaders, people in the sec- 
tion—there would be one person in that group who would 
be in contact with the next higher body, and so on up. 

Mr. Scuzerer. What was the reason for that, Witness? 

Mr. Corror. Well, they were afraid of being exposed. 


The committee has in the past heard considerable testimony con- 
cerning Communist infiltration and control of the United Electrical, 
Radio and Machine Workers of America and the National Maritime 
Union. Mr. Cortor corroborated previous testimony and added 
information as to tactics and methods utilized by Communists in their 
attempt to subvert and control labor unions. Typical of this was 
the situation within the River Section of the National Maritime 
Union in St. Louis. Here, Mr. Cortor related, some 11 individuals, 
all Communists, were able to completely dominate the union which 
consisted of about 2,000 members. It should be pointed out that the 
National Maritime Union, after numerous and persistent attempts, 
succeeded in purging itself of its subversive leadership in 1949. The 
UE, on the other hand, was expelled by the CIO in 1949 due to its 
complete domination by Communists. During the years 1953 to 
1954, the witness, through his employment at the Fisher Body plant 
of General Motors and his subsequent assignment to the automotive 
section of the Communist Party, also learned of another Communist 
Party group in that plant. 

From Mr. Cortor’s testimony, the committee learned of several 
incidents involving ‘‘colonization” at a General Motors plant, as well 
as at other defense plants in the St. Louis area. “Colonization” is the 
Communist Party’s own term for a particular tactic employed to 
infiltrate basic industries. In carrying out this objective, party 
members are urged, and often sida to obtain employment in basic 
industries. Many secure jobs under false pretenses by concealing 
their educational and professional training. Even college graduates, 
who would ordinarily qualify for much better positions, accept em- 
ployment as unskilled workers in order to carry on Communist 
propaganda and recruit workers. 

Typical cases of colonization were uncovered during the hearings: 
James Sage, after receiving his master’s degree in educational admin- 
istration at Washington University, secured employment on the 
assembly line at General Motors. Henry Holland, also employed at 
General Motors, had received his bachelor’s degree in physics from 
the same university. Their job applications failed to disclose the 
fact that they even had attended college. In the course of the 
hearings, both were identified as Communist Party members, but, 
when given an opportunity to deny the allegation, invoked their 
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constitutional privilege against self-incrimination and refused to 
answer questions a by the committee concerning Com- 
munist Party membership and activities. 

Mr. Cortor also testified about Communist activities within mass 
organizations in the St. Louis area. He himself had been assigned 
to work within the St. Louis branch of the National Negro Labor 
Council and the St. Louis Emergency Defense Committee, organized 
under the guise of obtaining “justice” for defendants involved in the 
St. Louis Smith Act trial. e defense committee which published 
a periodical entitled the “St. Louis Defender,” served almost ex- 
clusively as a loudspeaker for Communist propaganda in the area. 
Like many other “defense committees,” the St. Louis organization 
solicited contributions ostensibly for the aid of Smith Act cases but 
actually for the Communist Party itself. 

Another witness was Thomas A. Younglove, an undercover operative 
for the FBI within the Communist Party from 1945 to 1949. His 

arty membership ended with his appearance as a Government witness 
in the New York Smith Act trials. 

Younglove named more than 50 other individuals who to his 
knowledge were Communist Party members, and also corroborated 
Mr. Cortor’s identification of a number of others. -Mr. Younglove 
was able to learn the identity of some of them when he served as dues 
secretary of the Southside Club of the Communist Party in St. Louis. 

Of inestimable value was his graphic description of schools con- 
ducted by the Communist Party, two of which he attended. The 
following excerpt from the testimony by Mr. Younglove serves to 
point up the revolutionary aspect of the party’s plan as taught in 
these schools: 


Mr. Tavenner. What was the purpose of this type of 
training that you have just spoken of? 

Mr. YOUNGLOVE. indeciaaads the members’ minds, sabo- 
tage the minds, and unite those sabotaged minds into one, 
and order them back into the jobs and professions they came 
from, fixing ill will and distrust between the rich and the 
poor, between management and labor, between the student 
and his teacher. And our training was to support and create 
any and all kinds of revolution against the social and political 
order of things. 

Mr. Scurerer. When you say any and all kinds of revolu- 
tion, was this one of the schools where they actually taught 
the mechanics of sabotage? 

Mr. Youncuove. That is correct. 

One of my instructors, by the name of Marcella Oser, stated 
in class that a condition for a successful revolution was a 
condition that must exist, when organized labor was organ- 
ized and led by the vanguard of the working people, and the 
masses were politically trained to follow. And, with a 
complete unification between the standing Army of our 
country and the Communist Party, it would never be neces- 
sary for them to take a defensive stand, for the defensive 
stand is the death of all armed uprisings, and we should 
strike at the most vulnerable spots ot enemies least 
expect us to seize power, when its forces are scattered. 
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To further illustrate the aims of the Communist Party, Mr. Younglove 
testified that in 1946, while employed by a St. Louis utility company; 
he took precautions to prevent his party membership from becoming 
known. That he was strategically placed for sabotage purposes is 
evident by his testimony: 


Mr. Younetuove. I was told by one of the State officers 
of the Communist Party that my name would never be 
revealed as a party member. I was urged to keep my mem- 
bership secret in the Communist Party for I was in a vital 
industry. 

And I was further told, on the same occasion, that the 
membership list of the Communist Party was not kept at 
headquarters, but it was kept at a safe distance. 

At a later date I was assigned to drive a man whom I had 
never met before in my life. He was from New York City. 
He carried a press card in his pocket from the Daily Worker. 
He operated under the name of Whirlwind Larson. And on 
the second day of driving this man through many, many parts 
of the city, and visiting many addresses, of which he had the 
list, he told me I was the most valuable comrade in this part 
of the country. 

With the knowledge that I had of the explosives that I 
would use in the course of my work, and that at that time 
being in the natural-gas distribution system, employed by the 
Laclede Gas Light Co., the industry and the distribution 
system that supphed all of the heavy industry and most all 
of the light industry here, that I could blow it, blow it up out 
of the ground and keep it blown out. 

Mr. Scurerer. Wasn’t it said often that in a city the size 
of St. Louis that all you need were about 15 trained com- 
rades in espionage to make ineffective a city such as St. 
Louis, that is, comrades properly placed in communications 
and utilities? 

Mr. Youncitove. That was not said by Whirlwind. 
That was said—almost the exact words, only the number 
was less—by the State chairman, Ralph Shaw. 

Mr. Scuprer. He said that you didn’t need that many? 

Mr. Youncuiove. Not that many. 

Mr. Scuerer. To disrupt a city the size of St. Louis? 

Mr. Youneciove. That is correct. 

Mr. Scuerer. How many did he say you would need? 

Mr. Younetiove. About 5 or 6 well, highly trained, highly 
disciplined core party personnel. 

Mr. Scuerer. Placed where? Utilities? 

Mr. Younea.ove. Utilities, transportation, distribution, 
and waterworks. 


Two other witnesses, Joseph Schoemehl and the Reverend Obadiah 
Jones, both of whom served as informants for the FBI within the 
Communist Party, testified in executive session on June 2, 1956. 
Mr. Schoemchl, in addition to verifying revelations of other witnesses 
concerning schools conducted by the Communist Party, also corrobor- 
ated the identity of more than 30 active Communists in the St. Louis 
area. Particularly revealing was his description of the incident in 





ve 
y; 


ANNUAL REPORT, COMMITTEE ON UN-AMERICAN ACTIVITIES 45 


1950 when he was called before a review commission for questioning 
to determine his fitness for continued membership in the Communist 
Party. This “trial,’’ conducted by James Forest, Romey Hudson, 
and Helen Musiel, was cloaked in secrecy, and the defendant was not 
given benefit of counsel, nor was there a jury. However, as a result 
of the “trial,” Mr. Schoemehl’s party activities, for all intents and 
purposes, were terminated. 

The testimony of Reverend Obadiah Jones, a Negro, helped to cast 
further light on the attempt being made by the Communist Party to 
exploit the Negro race. The committee is deeply appreciative of the 
contribution made by the Reverend Jones which amply corroborated 
testimony of other individuals who also were in a position to speak 
with authority on the subject. All agree that the Communist Party 
is not truly interested in the welfare of the Negro race, but only in 
using them to sow seeds of discontent and to further the avowed 
purpose of the party to create turmoil, dissension, and rebellion among 
the American people. 

Dr. John F. Rutledge, a former Communist and member of a 
professional group of the Communist Party in St. Louis, related to the 
committee how a person of intellectual curiosity can so easily become 
enmeslied in the insidious Communist web. Dr. Rutledge, a practicing 
physician, in recailing the circumstances which led to his suecumbin 
to communism, stated he first became concerned with local sisal 
problems. Later, his interest in socialized medicine prompted his 
study of the Russian system as well as other European versions. 
During the war years, a growing interest in Russia developed, which 
led to a study of Marxism, and eventual membership in the Com- 
munist Party. 

The party determined that Dr. Rutledge could best serve its purpose 
by becoming a concealed Communist. He was therefore assigned to 
work within various political mass organizations, which included in 
fairly rapid succession the National Citizens Political Action Com- 
mittee, the Progressive Citizens of America, the Missouri Citizens 
for Wallace, and the Progressive Party. 

The committee has maintained an interest in securing testimony 
relating to proféssional groups of the Communist Party. Such groups 
usually include doctors, lawyers, accountants, businessmen, and other 
professional people who naturally are of great importance to the party, 
due to their influence and affluence. 

While in St. Louis, the committee summoned Douglas MacLeod, an 
attorney, and Dr. Sol Londe, a physician, both of whom had been 
identified during the course of the hearings as members of the Com- 
munist Party. However, Mr. MacLeod and Dr. Londe invoked the 
me amendment when asked about their Communist Party member- 
ship. . 
Testimony, as well as committee investigation, has produced 
voluminous information on the Communist Party control and domi- 
nation of the International Union of Mine, Mill, and Smelter Workers. 

Seeking to enlarge upon its store of information, the committee 
called before it, in St. Louis, Linus Wampler, an international repre- 
sentative in the Missouri area of the Mine, Mill, and Smelter Workers. 
According to Wampler’s own testimony, the district which he repre- 
sents has bargaining contracts in such vital defense plants as the 
National Lead Co. at Fredericktown, Mo., the Valley Dolomite 
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Corporation of Bonne Terre, Mo., the National Lead Co. at Baxter 
Springs, Kans., and the Humboldt Brick & Tile Co., at Humboldt, 
Kans. However, when the committee attempted to elicit information 
from Mr. Wampler as to the extent of Communist control of the 
Mine, Mill, and Smelter Workers in his district or questioned him 
concerning his own Communist Party membership, he invoked the 
fifth amendment and refused to answer. 

The committee also called George Kimmel, a former president of 
the Mine, Mill, and Smelter Workers’ local at Ste. Genevieve, Mo.; 
which was in Wampler’s district until it lost its bargaining rights in 
a recent election. It was hoped that he would supply information 
on the extent of Communist infiltration of that local. He invoked 
the fifth amendment when questioned concerning his local and his 
Communist Party membership. 


NEW HAVEN AREA 


Efforts of the Communist Party to expand its apparatus in the Bridge- 
port-New Haven area of Connecticut were examined by the committee 
in hearings held in New Haven, September 24-26. Four former 
FBI undercover agents testified that the objectives of the party were 
to win control of legitimate labor unions; “colonize” basic industries; 
proselytize youth and students; and generally organize large numbers 
of non-Communists for political action on behalf of the Communist 
Party. 

Harold Kent, an employee of the General Electric Co. since 1943, 
described Communist activities in the industrial center of Bridgeport. 
Kent was an FBI undercover agent within the Communist Party from 
1952 until early 1956, when he appeared as a Government witness at 
the Connecticut Smith Act trial. 

The other former FBI undercover agents were Miss Rowena 
Paumi, a Bridgeport hairdresser; Worden C. Mosher of New Haven, 
who held key posts in various Communist Party branches in New 
Haven during the years 1939 to 1950; and Mosher’s son, Harold W. 
Mosher, of Hamden, Conn., who had participated in Communist 
Party work among youth. 

Mr. Kent achieved a high rank in the Connecticut Communist 
Party apparatus. He served on the city committee of the party and 
the State Negro commission and, most important, was a member of 
the five-man “concealed” State board. This top body of the Com- 
munist Party met twice monthly in New York to formulate long-range 
activities for the State as a whole. These directives were passed on to 
local Communist clubs and to individuals for execution. Members 
of this top policy board, besides Mr. Kent, were Sid Taylor, chairman 
of the Connecticut Communist Party, Robert Ekins, Jacob Goldring, 
and Irving Dichter. Taylor, Ekins, and Goldring were recently con- 
victed under the Smith Act for conspiring to advocate the overthrow 
of the Government by force and violence. 

Identified as members of the Communist Party during the hearings 
were Oliver R. Arsenault, former member of the Bridgeport Board of 
Education, and Frank Fazekas, who were founders and the first 
president and treasurer, respectively, of Local 203 of the United Elec- 
trical, Radio and Machine Workers of America. They remained in 
office for a period of 7 years from the time the local was founded in 
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the midthirties, and were among those expelled at a later date by the 
union. ‘This local represented the workers at the General Electric 
Co. plant for more than 10 years until it lost its bargaining rights in 
an election. When called to testify before the subcommittee sitting 
at the New Haven hearings, Arsenault and Fazekas invoked the fifth 
amendment and refused to answer questions regarding party member- 
ship or activities in behalf of the party. By their own testimony, 
they were still employed at the General Electric plant at the time of 
the hearing. Also identified as a Communist was Irving Dichter, 
now a member of the executive board of the International Union of 
Mine, Mill and Smelter Workers of America and who has represented 
the international in an official capacity in various sections of the 
country since 1941. He too invoked the fifth amendment when 
questioned concerning Communist affiliations and activities. 

A case of “colonization” came to light when a witness identified as 
a Communist Party member withheld the fact that he had completed 
the scholastic requirements for a degree when applying for his present 
job as a bench hand with the Singer Manufacturing Co. This is the 
usual pattern engaged in by those educated individuals who, under the 
direction of the Communist Party, conceal their background in order 
to be in a better position to spread the Communist doctrine among 
workers. 

The People’s Party, an affiliate of the Progressive Party, served as 
another vehicle for Communist activities in Comseeticut, It was ap- 
parent from testimony that the Communist Party succeeded in placing 
Communists on the People’s Party ticket. 


Mr. Arens. Now during the course of your experience in 
the Communist Party were you active at any time in the 
People’s Party? 

Mr. Kenv. Back during the days of 1949 and 1950 I was. 

Mr. Arens. Can you identify the People’s Party? What 
was it? 

Mr. Kent. It was a political party which in my area, in my 
knowledge, was contedlled by the Communist Party. Most 
of the leaders in the organization were members of the 
Communist Party to my knowledge * * * 

Mr. Arens. In what area was that? 

Mr. Kent. Bridgeport. 


Miss Paumi was able to supply information on recent Communist 
activities in the Bridgeport area. Functioning as a dues collector 
and as a worker on membership committees in several Communist 
Party branches, she was able to learn the identity of some 25 indi- 
viduals under Communist Party discipline. In the following excerpt, 
Miss Paumi describes some of the party’s policies and security 
procedures: 


Mr. Arens. Do you have information respecting the 
activities and techniques of the Communist Party under- 
ground in Connecticut? 

Miss Paumt. Yes, sir. 

Mr. Arens. Give us a brief description of the functions 
and activities of the underground operations of the Com- 
munist Party in Connecticut. 
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Miss Paumr. Well, I believe they started in 1950, around 
the time of the first arrest of the 10—11, it was. When they 


were first arrested, we started to take security measures. 


We were told not to use the phones for contact because they 
were always afraid somebody would tap the phones, and we 
were contacted. At any closed meetings, we were contacted 
personally. We weren’t using the mail as much as we had 
used it previously. If it was an open meeting, we would 
send fliers out, or letters, at that time, and also, if it was a 
closed meeting, they would call us up and say to be at 
somebody’s house at a certain time. We would be picked 
up and then we would go to the meeting, wherever it was. 
Mr. Arens. Do you have any information respecting 
change of identity, appearance of any of the comrades? 
Miss Paumr. I have known of instances where some tried. 
Mr. Arens. Could you give us a few illustrations of that? 
Miss Paumr. I do know of one instance where I was asked 
to change the appearance of one of the leaders of the Com- 
munist Party in Connecticut. : 
* * * * * 


Mr. Arrens. What is the objective of the Communist 
Party? 

Miss Paumt. Well, the objective of the Communist Party 
is to—their main concentration was in the industrial plants 
to get as many Communist Party members in industrial 
plants so that we could recruit more members into the 
Communist Party, and also the Communist Party feels 
that socialism will be here very soon. 

Mr. Arens. By socialism, they mean communism, do 
they not? 

Miss Paumit. Communism. We were taught at a recent 
class, I would say in 1953, that war was inevitable between 
communism and capitalism. 

Mr. Arens. How serious is the Communist conspiracy, 
particularly in the Connecticut area of which you have 
knowledge? 

Miss Paumr. To my knowledge, I would say it is a serious 
threat to the industrial part of Connecticut and to the 
United States. 

Mr. Arens. Miss Paumi, you at one time actually were 
ideologically identified with the Communist Party, were 
you not? 

Miss Paumi. Yes, sir. 

Mr. Arens. Could you tell this committee in a casual 
way, informal way, what makes a Communist? 

Miss Paumr. Well, I would say that if they were the 
intellectual type of person, I would say that. it is a change 
for them; that they want to see a change, and that is their 
way out. Also, I would say it is a person who has had some 
disappointment in life or has some sort of complex or has 
something in their background that they want to hide, and 
where they are not welcome in society. 

Mr. Arens. Are they dedicated? 
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Miss Paumi. I would say 90 percent are dedicated, but 
some are not. 

Mr. Argens. Is there any doubt in their minds but that 
they are going to overthrow the Government of the United 
States and eventually control the world? 

Miss Paumr. I wouldn’t say that there is any doubt in 
their minds about that. I think they believe that. 


Miss Paumi also testified that the Connecticut Peace Council and 
the Connecticut Volunteers for Civil Rights were controlled by the 
Communist Party. 

The committee learned from the testimony of Worden C. Mosher, 
that at the time he operated as an undercover agent within the Com- 
munist Party there were 800 to 900 members in the State of Connecti- 
cut, approximately 200 of whom were in the New Haven area. Among 
branches of the Communist Party Mr. Mosher identified the Howe 
Street Club; Dixwell Club; Grand Avenue Club; Branford Club; Youth 
Club; Industrial Club; Railroad Club; and the Professional Club. 
Party work among youth in universities was facilitated by the forma- 
tion of Communist clubs at Yale University and the University of 
Connecticut. 

Mosher further stated that 1 or 2 dedicated Communists in any 
industrial plant was all the party needed to spearhead its work among 
labor. By becoming stewards or organizers in the local union, these 
Communists were in a strategic position to influence other union mem- 
bers, and thereby attempt to gain control of the union. 

Harold Mosher informed the subcommittee that he had devoted 
more than 3 years to Communist Party youth work in New Haven in 
order to expose this phase of the Communist conspiracy. He first 
became recruiting director for the youth branch of the party; later he 
was dues secretary of the Labor Youth League which replaced the 
Young Communist League as the top Marxist youth organization. 
He also testified that in the period from 1949 to 1950 there were some 
25 members in the Labor Youth League organization in the New 


Haven area. 
YOUNGSTOWN AREA 


The committee held hearings in Youngstown, Ohio, on November 
26, 27, and 28, 1956. The first 2 days of these hearings dealt pri- 
marily with the operation of the Communist Party underground 
apparatus in northern Ohio, attempts by the Communists to infiltrate 
vital industrial centers in the area, and the general Communist Party 
organizational structure in the Youngstown area. The third day 
comprised a continuation of the committee’s hearings on Communist 
political subversion. 

Twenty witnesses were heard during the first 2 days. Among these 
was David W. Garfield, who had been the leader of the Communist 
Party underground apparatus in northern Ohio from 1950 to 1952. 
Garfield, who originally joined the party in 1941, was active in the 
party in Youngstown until 1948. During this period he served as 
chairman of the Youth Club of the party, and was also a member of 
the Youngstown Section Committee of the Communist Party. In 


1948, he was assigned by the party as section organizer in the Canton, 
Ohio, area. 
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Garfield provided a wealth of details concerning the party organi- 
zation in Youngstown and Canton, and its plans for infiltrating these 
two vital industrial areas. He identified several persons as members 
of the Communist Party, who are currently employed in basic industry 
in the area. 

Frank Peoples, a former FBI undercover operative from Lorain, 
Ohio, who was chairman of a steel group in Lorain, also testified and 
corroborated Garfield’s testimony concerning the importance to the 
party of infiltrating the steel industry. The following is a significant 
excerpt from his testimony on this point: 


Mr. Arens. * * * What importance does the Communist 
Party attach to infiltration in the steel industry and in heavy 
industry? 

Mr. Proptes. Infiltrating, we were taught in the party, is 
very important in all basic industries. 

Mr. Arens. Why? 

Mr. Proptes. It is important for the building of the Com- 
munist Party, and we were taught to strengthen the Com- 
munist Party in this country whereby the forces would be 
strong enough so that when the proper time arrived, as they 
called it, they could take over the Government. 

Mr. Arens. Did you receive any instruction in the Com- 
munist Party while you were an undercover agent for the 
Federal Bureau of Investigation, in devices, modes of 
sabotage to stop production in a plant in the event the 
whistle is blown by the hierarchy of the conspiracy? 

Mr. Propues. Yes, indeed. 

Mr. Arens. Could you give us just a word about that, sir? 

Mr. Peopues. One specific incident that I remember very 
clearly is in the plant where I work. We had one Reuel 
Stanfield, who, at that time was a member of our branch. 
At that time he was employed in the fuel and power depart- 
ment of the National Tube Co. At one of our Communist 
meetings, the importance was being stressed among the vari- 
ous members of the group on members of the party holding 
strategic positions in industry. This Stanfield at that time 
expressed the importance of his position. He said that in 
the department where he worked, which was the fuel and 
power, he could stop production within this plant, the entire 
plant, within just a few minutes. In fact, he could shut 
down the entire plant within 10 minutes. 

Mr. Arens. Was that taught to the specialized comrades 
as to how to do all of this, to stop production? 

Mr. Preopues. Yes; indeed. 


In connection with the underground operation of the Communist 
Party in Ohio, David Garfield testified that in 1950, when he was 
directed by the party to assume leadership in the underground appa- 
ratus, he disassociated himself from the open party and moved from 
Canton to Cleveland, Ohio. According to Garfield, the purpose of 
establishing the underground was to assure a reserve force of dedi- 
cated Communists in the event of a major crackdown on the party 
by the Federal Government. He provided the committee with valu- 
kts information on the machinations of the underground movement. 
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Garfield described the extreme security precautions taken by the 
members of the underground to avoid detection. As a@ precaution, 
assumed names were used, attempts were made to disguise physical 
appearances, coded messages sent by selected couriers were used for 
correspondence, rendezvous and meetings were highly secretive, and 
only a few of the more highly placed, trusted party members were 
aware of the members’ true identity or location. Garfield, as the 
No. 1 man, was furnished a telephone number in Brooklyn, N. Y., 
by which he could be put in touch with the national underground 
operation. 

Garfield also testified that a reserve fund of $20,000 to $30,000 was 
established for use of the Communist Party underground in Ohio. 
This fund was to be used only in case of an emergency. 

In an endeavor to obtain additional information on the underground 
operation in northern Ohio, the committee subpenaed several other 
witnesses who it believed possessed the desired information. One 
such witness was Edward Chaka, whom Garfield had described as 
being active in the underground and also as one of the persons in 
charge of the underground fund. The committee produced Chaka’s 
employment record with a company in Cleveland, which indicated his 
employment had been continuous from May 1946 until September 
1951. In April 1956, Chaka returned to the same company and 
informed his employer that during the period from 1951 to 1956, he 
had been “self-employed (odd jobs).” However, the committee 
produced an employment record of his wife, Betty, which revealed 
that in 1954, she was employed in Akron, Ohio, under the name of 
Jean Horner, listing her husband as John. Both Betty and Edward 
Chaka refused, on the basis of the fifth amendment, to state whether 
or not they had ever resided in Akron, had used assumed names or had 
participated in the Communist Party underground movement. 

Another witness who the committee believed possessed important 
information concerning the underground operations was Hyman 
Lumer. His identification as a Communist Party member has been 
well established by several witnesses who testified previously before 
the committee. The committee possesses information that Lumer 
only recently returned to the open apparatus of the party and is 
currently district organizer for the Ohio Communist Party. The 
committee was able to produce copies of a driver’s license and a social- 
security card which had been issued to Lumer under the name of 
Robert Harold Meyers. Lumer refused, on the basis of the fifth 
amendment, to identify these documents or to state whether or not 
they were used by him in connection with his activities in the under- 
ground apparatus. 

Another important phase of the Youngstown hearings dealt with an 
organization in Youngstown known as the United Cultural Association. 
This organization, which owns a large home in Youngstown, was 
organized in 1947 and is currently operating. Garfield testified that 
while he was in Youngstown, he had attended numerous Communist 
Party functions held at the home of the United Cultural Association. 
The committee produced bank records on the organization which 
indicated that the current officers are Spiridon Comanita, president; 
and Eli Nadrich, secretary and treasurer. Garfield identified both 
these individuals as Communist Party members, and both invoked 
the fifth amendment when questioned concerning the Communist 
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Party and the United Cultural Association. From the evidence 
before the committee, it is clear that the United Cultural Association 
is a facade for the Communist conspiracy. 

Representative Edwin E. Willis, chairman of the subcommittee 


which met in Youngstown, summarized the results of the hearings in 
a concluding statement: 


* * * We have learned, for example, of one more part of 
the widespread Communist underground apparatus directed 
by dedicated hard-core men and women. We have received 
evidence of the Communist techniques of infiltration, con- 
spiracy and potential sabotage and espionage. We have been 
able to determine that despite the Ohio Smith Act trials of 
several years ago, which, it was hoped, would decapitate the 
leadership of the Communist Party in this area, the Com- 
munist organization has been able to maintain and even 
extend itself, and stands today as a grave and continuing 
threat. 

This is proof, again, that no single blow is sufficient to 
dissolve and immobilize the Communist conspiracy, and that 
continuing and relentless efforts by agencies of this Govern- 
ment, such as this committee, are essential. 

Communist ropaganda continues to flood this are a, 
through sedoeihs d Communists and through front organi- 
zations. The purpose of these Communist activities is to 
confuse and weaken the will to resist the Communist 
advances, and to destroy the executive and legislative pro- 
gram which has been designed to obstruct the operation of a 
Communist apparatus in this area and throughout the entire 
United States * * *. 


EXECUTIVE MEETINGS 


Numerous executive committee meetings were held during 1956 
at which the committee discussed at length the subjects under investi- 
gation and proposals for remedial legislation. Excerpts from minutes 
of such executive committee meetings held by the committee during 
the current and other years relating to certain contempt matters, are 
set forth in appendix III. 


CONTEMPT PROCEEDINGS 


Challenges made by witnesses to the pertinency of committee 
questions and the existence of a legislative purpose were almost 
universally unsuccessful in contempt cases which came to trial in 1956. 
Nine committee witnesses who had refused to answer material ques- 
tions were tried on contempt charges during the year. All but one of 
them were convicted. 

The House of Representatives, in 1956, voted contempt citations 
against eight other witnesses who refused to answer committee ques- 
tions. Their cases have not yet come to trial, however. 

Important decisions were rendered by the courts during 1956 in 
the following contempt cases: 

Marcus Singer, associate professor of zoology at Cornell University 
and a witness before a subcommittee on May 26, 1953, in the field of 
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education, was convicted on a contempt charge for refusal to answer 
material questions. He was given a 3-month suspended sentence and 
a fine of $100. His case is pending in the circuit court of appeals. 

Goldie E. Watson, an elementary teacher in the Martha Wi shington 
Public School of Philadelphia, Pa., was a witness in the field of educa- 
tion before the committee on February 17, 1954. She was convicted 
under the contempt statute for refusing to answer material questions. 
A sentence of 3 months’ confinement and a fine of $1,000 was imposed. 
The jail sentence was suspended. 

Bernhard Deutch was questioned on April 12, 1954, regarding his 
knowledge of Communist Pasty activities while a graduate student at 
Cornell University. Although admitting his former Communist 
Party membership, he refused to answer material questions relating 
to his party activities. The indictment was dismissed on motion of 
the court. This action was reversed by the circuit court of appeals. 
There was a conviction on trial, the sentence imposed being 90 days 
in jail and $100 fine. The fine was remitted. An appeal was taken. 

John T. Watkins was questioned by the committee on April 29, 
1954, regarding his knowledge of Communist Party activities. He 
was indicted under the contempt statute for his refusal to answer 
material questions and was convicted and sentenced to 12 months 
in prison and a fine of $500. The jail sentence was suspended. On 
appeal the case was reversed by the United States circuit court of 
appeals. However, at a rehearing en banc, ordered on petition of the 
Government, the original conviction was affirmed. The case is 
reported in 233 F. 2d. 681. Certiorari was granted to the Supreme 
Court where the case is now pending. 

Lloyd Barenblatt was interrogated on June 28, 1954, regarding his 
knowledge of Communist Party activities while a student at the 
University of Michigan. He was convicted under the contempt 
statute and sentenced to imprisonment of 6 months and a fine of 
$250. The case is pending in the circuit court of appeals. 

Norton Anthony Russell, an employee of Vernay Laboratories, an 
affiliate of Antioch College, Dayton, Ohio, was questioned regarding 
his knowledge of Communist Party activities. On refusal to answer 
material questions, he was indicted, tried, and convicted under the 
contempt statute. A sentence was imposed of 30 days in jail and a 
fine of $500. An appeal has been taken to the United States circuit 
court of appeals. 

John T. Gojack, general vice president of United Electrical, Radio, 
and Machine Workers of America, and president of district No. 9, 
was indicted, tried, and convicted under the contempt statute for re- 
fusing to answer material questions when a witness before the com- 
mittee on February 28, 1955. He was given a sentence of 9 months’ 
confinement and a fine of $500. An appeal was taken. 

A subpena duces tecum was issued requiring Arthur McPhaul, execu- 
tive secretary of the Civil Rights Congress of Michigan, to produce 
certain records of that organization before a subcommittee sitting in 
Detroit, Mich., on February 27, 1952. He was indicted, tried, and 
convicted under the contempt statute for his refusal to produce such 
sptertee <gey to answer material questions. Sentence has not yet been 
imposed. 

n addition to the convictions in the above cases, there are two cases 
of contempt which have been tried in the State of Michigan, but the 
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decisions of the courts have not been handed down. One is the case 
of Bolza Baxter, Jr., upon whom a subpena duces tecum had been 
served requiring the production of certain books and records of the 
Labor Youth League of Michigan before a subcommittee sitting in 
Detroit, on May 5, 1954. The other involves a contempt charge 
against Dr. Horace Chandler Davis for refusal to answer material 
questions propounded to him in a hearing conducted in Lansing, Mich., 
on the 10th day of May 1954. 

The only district court decision adverse to the committee during 
the year 1956 is the case of Millie Markison, who was called as a 
witness before the committee on July 14, 1954. Although there was 
a finding of guilty in this case, a motion for judgment of acquittal, 
notwithstanding the verdict, was granted. 

The committee is appreciative of the diligence and skill exhibited 
by Government attorneys in the presentation of these cases. 

At the recommendation of the committee, the House of Representa- 
tives voted contempt citations against the following individuals durin 
the past year: George Tyne, Elliott Sullivan, Peter Seeger, John W. 
Simpson, William E. Davis, Anne Yasgur Kling, Otto Nathan, and 
Arthur Miller. 

George Tyne, Elliott Sullivan, and Peter Seeger were witnesses at a 
hearing conducted in New York City on the 15th day of August 1955. 
John W. Simpson, William E. Davis, and Anne Yasgur Kling were 
witnesses at St. Louis, Mo., at hearings beginning June 4, 1956. Otto 
Nathan and Arthur Miller were witnesses heard in Washington, 
D. C., on June 12 and 21, 1956. All were cited for contempt by reso- 
lutions of the House of Representatives and their cases were referred 
to the proper Federal court districts for indictment and trial. None 
of these cases has come to trial. 


REFERENCE SERVICE 


The reference service furnished to Members of Congress, to com- 
mittee staii members, and to the various agencies of the executive 
branch of the Government during the past year has kept pace with 
the growth of the activities of the committee. 

This service is based upon a unique collection of material on the 
subject of subversive activities. It has been maintained by the com- 
mittee over many years and has grown appreciably during the past 
year. The collection is distinguished by the fact that it contains a 
ae amount of original or primary source material. Consequently, 
the information which is reported in answer to reference requests is 
based for the most part upon actual documents in committee files, 
testimony given under oath before the committee, or the results of 
investigations as described in reports published by the committee. 

According to committee rules, this specialized reference service is 
supplied to Members of Congress only, and in the interest of accuracy, 
page ene require that the requests and answers be made in writing. 

uring 1956, over 1,350 requests were received from Members of 
the Senate and the House of Representatives for information on 5,309 
individuals and 966 organizations or publications. In each instance, 
a eens check was made of each individual and organization. 
total of 3,562 individuals and 408 organizations were reported to have 


a record of Communist or pro-Communist activity. There were 
nearly 800 more reports written in 1956 than in the preceding year. 
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In order to increase efficiency, a number of reports on recurring 
subjects were mimeographed and a revised method of reporting was 
devised to shorten answers without omitting any essential information. 

Although facilities of the reference section are open to all staff 
members for theiriuse in making checks, this section supplied other 
members of the committee’s staff with additional service which varied 
widely, according to need, from a simple check with verbal answer, or 
the assembling and loan of material, to written reports in either tabu- 
lar or narrative form. In 1956, staff requests necessitated a check for 
information on 5,339 individuals and 614 organizations, publications, 
or broader subjects and resulted in a total of 2,512 written reports— 
almost 1,200 more than in 1955. Moreover, approximately 1,100 
documents, newspapers, and periodicals were withdrawn from files and 
photostatic copies of them obtained for use as exhibits in the prepara- 
tion for, and actual conduct of, the committee’s hearings. 

Both card and printed indexes, committee publications, and some 
files are made available to properly designated representatives of the 
various departments of the executive branch of our Government. 
Since space and facilities are entirely inadequate to meet the great 
demand for this privilege, the number of persons from any one agency 
who are permitted to check has been limited. Even under these con- 
ditions, almost 3,200 visits were made by designated representatives 
of the executive agencies during 1956. Almost one-half of these visits 
extended over the period of a full working day. 

The reference collection has been greatly enriched during the past 
year not only by an increased flow of material acquired through regular 
procedures, but also by special material numbering thousands of pieces 
secured through the cooperation of various sources. 


LEGISLATIVE RECOMMENDATIONS 


The Committee on Un-American Activities, in the discharge of the 


duties imposed upon it by rule XI (17) and (26), conducted extensive 


nationwide investigations and hearings during the year 1956. These 
are the basis of the following recommendations to Congress for the 
enactment of legislation which the committee feels is necessary for 
the strengthening and clarification of legislation in the field of 
un-American activities: 

1. The long-continuing investigation of the misuse of passports by 
subversives and concealment of facts relating to Communist connec- 
tions and associations in passport matters, culminated in the holding 
of extensive public hearings on this subject in 1956. In carrying out 
the purpose of the committee to ascertain the procedures by which the 
Communist Party has been able to obtain passports, and make pos- 
sible illegal travel for Communist Party members and sympathizers, 
the committee undertook to review and study the procedures of the 
State Department in the issuance of passports and the functioning of 
the State Department in the execution of the laws and regulations 
relating thereto. 

These hearings and studies impel the committee to make the follow- 
ing specific and general recommendations: 

(a) The committee is of the opinion that the use of passports 
by the Communist conspiracy constitutes a threat to national 
security and an interference with the orderly conduct of foreign 
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relations. The committee is further of the opinion that conceal- 
ment by bt omy applicants of their true destination in foreign 
travel and their full purpose in visiting foreign countries, as well 
as concealment of their former connections and associations with 
the Communist Party or its functionaries, has operated against 
the best interest of this country. The testimony amply justifies 
the conclusion that an organized effort, spearheaded by the Com- 
munist Party, is being made to disrupt and break down the 
hitherto reasonably satisfactory administrative enforcement of 
the laws and regulations relating to the issuance of passports. 

Although recognizing the historic discretion of the Secretary 
of State to issue, withhold or limit passports under regulations 
adopted pursuant to Executive orders, the committee believes 
that the hand of the Secretary should be strengthened by 
the enactment of legislation expressing the will and intent of the 
legislative branch of the Government spelled out in direct and 
positive form. It is believed to be highly important that this 
historic discretion of the Secretary of State specifically be made 
applicable, by statutory definition, to international travel of 
adherents to the Communist Party; that statutory recognition 
be given to basic regulations now governing passport matters; 
that specific statutory authority be given to the Secretary of 
State to issue substantive regulations in the passport field; and 
that specific statutory sanction be given to the review procedure 
in denial cases to insure freedom from arbitrary and capricious 
action, and protection of constitutional rights. 

In view of the importance of these matters in the field of foreign 
relations and national security, a tight control of the issuance of 
passports should be observed. To assure accomplishment of this 
objective, penal sanctions should be provided for the issuance b 
Government officials of passports in violation of the express will 
and intent of Congress and of the regulations promulgated by 
the Secretary of State pursuant to statutory authority. 

It is believed that H. R. 11582 introduced on June 4, 1956, if 
enacted into law, would satisfactorily achieve most of the basic 
recommendations made by the committee on this subject, pro- 
vided that penal sanctions omitted in the bill are added. 

(6) Glaring instances have come to the attention of the com- 
mittee of certain foreign travel by nationals of this country, 
neither Communist nor subversive, at times, in areas, and under 
circumstances rendering such foreign travel against the best in- 
terest of this country. In the opinion of the committee, serious 
consideration should be given to the extension of legislation 
governing the issuance of passports, to cases coming within this 
category. 

(c) It has come to the attention of the committee during the 
course of its studies, that there is justification for confusion in 
the administration of the passport laws. These laws, basically 


contained in the act of 1927 and its numerous amendments, 
have been weakened and vitiated in instances by court decisions 
and modified and superseded in others by the Immigration and 
Nationality Act, known also as the Walter-McCarran Act. The 
extended period over which applicable statutes were enacted and 
their heterogeneous character make a satisfactory determination 
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of legislative intent extremely difficult. In the opinion of the 
committee, the entire problem of regulatory statutes governing 
issuance of passports, their limitations and extensions, in terms of 
time and geographical area, should come under review for the 
purpose of enacting a comprehensive codified statute covering 
the entire subject. 

2. The experience of the committee with recalcitrant witnesses 
during the year 1956 has brought into focus the urgent need for 
remedial legislation in this field. A study of this problem involves 
consideration of: 

(a) The Immunity Act; 

(6) A more expeditious method of dealing with contempt; and 

(c) A method by which committee hearings may be protected 
IN interference by misconduct of witnesses, counsel, and 
others. 

(a) The Immunity Act provides for a procedure by which a witness 
appearing before a grand jury or a congressional committee may under 
certain circumstances be granted immunity from prosecution. The 
constitutionality of this act was sustained in the case of Ullman v. 
United States, 350 U. S. 422, which involved testimony before a 
grand jury. However, no congressional committee has resorted to the 
provisions of the act. The committee is of the opinion that further 
observation of the functioning of the act is needed before making 
any specific recommendations relating thereto. 

(6) The importance of streamlining procedures by which con- 
gressional committees may seek legal redress against contemptuous 
witnesses was pointed out in the committee’s annual report for 1955. 
H. R. 780 approved by the House but not acted upon by the Senate 
is a step forward in the solution of this problem and its adoption is 
recommended. This proposal permits congressional committees by 
majority vote to refer a defiant witness directly to the court. If the 
court determines that the witness has been in contempt and he so 
continues, the witness may then be adjudged in contempt of the court 
itself, thus avoiding extensive delays under the present cumbersome 
process requiring House resolution, transmittal to the United States 
attorney, presentation to a grand jury, and trial. This would serve 
as an alternate remedy to be resorted to in extreme cases. 

(c) A witness by the name of George Tony Starkovich was guilty of 
gross misconduct before the committee in a hearing conducted in 
Seattle in 1953 The witness carefully avoided being placed in the 
position of refusing to answer questions propounded to him, but in his 
answers he was guilty of such gross insolence, contempt, and derision 
of the members of the committee that the hearings were disrupted and 
a Communist scheme to prevent the orderly completion of the hearings 
was on the verge of success. The public was astounded that there 
appeared to be no remedy for such an intolerable situation. The 
committee endeavored to make a test case, and Starkovich was indicted 
on the theory that his misconduct constituted a violation of his sub- 
pena and that he was in contempt of the House of Representatives 
within the meaning of title 2, United States Code, section 192. The 
court, in adversely disposing of the committee’s contention, stated: 


* * * as far as this particular judge is concerned, there 
isn’t any question about it but what additional legislation is 
needed in this field to clarify the situation. * * * The only 
thing that you can prosecute under section 192 is * * * 
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either a failure to show up after proper summoning, and so 
on, or a refusal to answer specific questions. And the mis- 
conduct of the witness, however outrageous, however shock- 
ing it may be to the sense of propriety or whatever, is not a 
violation of 192 in my judgment, and accordingly if the 
Congress feels that that kind of conduct should be made 
punishable—and I daresay they wouldn’t get much objection 
from anybody on that—they had better legislate on it. 


The outrageous conduct of Starkovich was repeated by a num- 
ber of witnesses during 1956. One instance is the case of Paul 
Robeson, whose conduct when appearing as a witness before the 
committee was so disruptive that it was necessary to adjourn the 
hearings. As a result of the continued study that the committee has 
given to this problem, it is recommended that title 8, United States 
Code, sections 192 and 194, be amended so as to provide that every 
person who misbehaves in the presence of either House or any joint 
committee established by a joint or concurrent resolution of the two 
Houses, or any committee or subcommittee of either House of Con- 
gress, or so near thereto as to obstruct such House or committee in 
the performance of its duties, shall be deemed guilty of a misde- 
meanor and punishable in the manner now prescribed for the refusal of 
a witness to answer any question pertinent to the matter under inquiry. 
It is suggested that the language of such a proposed amendment should 
follow, as nearly as possible, the language of the Federal statute relat- 
ing to punishment by a court for contempt committed in its presence 
since the language in that statute has been the subject of litigation and 
the scope of that act has been legally defined. By such an amendment, 
the committee and the House of Representatives may proceed against 
the offender for contempt when guilty of such misbehavior in the same 
manner as they now proceed when a witness refuses to answer. 

3. Testimony received in hearings conducted in widely separated 
areas of the country clearly demonstrates that provisions of the 
Lobbying Act are being violated by numerous organizations and 
associations, in many instances under Communist influence and 
direction, which are trying to influence Congress in the repeal of 
legislation enacted in the field of subversion and security. Their 
activity, in the judgment of the committee, comes within the three 
prerequisites for coverage under the Lobbying Act as defined in the 
opinion of Chief Justice Warren, in the case of the United States v. 
Harriss, 347 U. S. 612. Beyond this, it would be well to clarify the 
provisions of the act so as to remove any doubt regarding its appli- 
cability. The act should clearly make it an offense for all officers, 
members, and employees of such organizations and associations to 
engage in such activities without complying with the provisions of 
the Lobbying Act. 

4. As indicated in this annual report, testimony taken before the 
committee reflects the difficulties encountered by the Post Office De- 
partment in attempting to intercept the tremendous flow of political 
propaganda entering this country in violation of section 1 (j) of the 
Foreign Agents Registration Act and the extremely harmful effect of 
such propaganda upon the morale of a fine stratum of newly made 
citizens. It is urged that Government departments concerned give 
consideration to the facts brought to light during the course of these 
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hearings, with a view to strengthening the weaknesses in the act and 
to adopting more effective means of counteracting the schemes and 
devices used in avoiding the prohibitions of the statute. Committee 
plans envision continued study of this problem. 

5. The investigations and hearings of the committee during 1956 
and prior years have disclosed fraudulent use by functionaries of the 
Communist Party of social-security cards. Instances have been 
disclosed in which Communist Party functionaries have secured social- 
security cards made out in fictitious names and used them to facilitate 
employment in defense industry. This device is an effective means of 
concealing saboteurs and subversives in industries vital to the national 
defense. ‘The committee is doubtful that such conduct comes fully 
within the prohibition of any Federal statute. Due to the serious 
threat to national security that this type of misconduct entails, the 
committee recommends the immediate adoption of legislation making 
such conduct an offense and providing for substantial fine or imprison- 
ment, or both, for violation thereof. As the very nature of the offense 
makes it difficult of discovery, it is recommended that the period 
within which a prosecution may be instituted should be 10 years from 
the date of commission of both the substantive offense and conspiracy 
to commit the offense. 

6. The National Security Act of August 26, 1950, gave to the 
heads of certain departments and agencies of the Government sum- 
mary suspension and unreviewable dismissal powers over their civilian 
employees when dismissed ‘‘in the interest of national security.” Its 
provisions were extended to all other departments and agencies of the 
Government by Executive Order No. 10450. The Supreme Court 
of the United States construing this act in the case of Cole v. Young, 
351 U. S. 536, gave a narrow and limited meaning to “national 
security.”” The Court held that the term was intended to comprehend 
only those activities of the Government that are directly concerned 
with the protection of the Nation from internal subversion or foreign 
aggression and not those which contribute to the strength of the 
Nation only through their impact on the general welfare. 

The committee is of the opinion that the National Security Act, 
thus weakened by judicial interpretation, should be strengthened by 
the enactment of legislation providing that all employees of any 
department or agency of the United States Government shall be 
deemed to be employed in an activity of the Government involving 
national security. The proposed legislation should also contain 
adequate provision for administrative review of any determination 
to dismiss an employee. H. R. 11721 introduced in the 84th Congress 
on June 12, 1956, was designed to accomplish these purposes, and in 
the opinion of the committee should be reintroduced and adopted. 

7. Testimony adduced before the committee at hearings conducted 
in the latter part of 1955 and the early part of 1956, reflects there existed 
at one time at least 10 Communist Party cells within various gov- 
ernmental agencies in the city of Washington. These hearings point 
up the necessity for alertness to discover efforts of Communist in- 
filtration in government. 

The committee has learned anew from these hearings the great im- 
portance of performing the duties imposed upon it under the “watch- 
dog” provision of the House Rules, rule XI, section 26. The com- 
mittee will continue to exercise watchfulness of the execution by ad- 
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ministrative departments and agencies of laws, the subject matter 
of which is within the jurisdiction of this committee. 

The vast majority of the recommendations made by the Committee 
on Un-American Activities has been adopted. However, there are 
certain recommendations previously made by the committee and not 
as yet enacted into law, which it is deemed are important enough to 
resubmit with the urgent request that consideration be given to their 
adoption during the present session of Congress: 

1. Information obtained through surveillance by technical devices 
should be permitted as evidence in matters affecting the national 
security provided that adequate safeguards are adopted to prevent any 
abuse of civil liberties. 

2. The unauthorized transportation in interstate commerce of 
Government documents falling within a top secret, secret, or confi- 
dential classification should be made a criminal action. 

3. Any person bidding for a Government contract should be required 
to file an affidavit stating he is not at the time and has not been within 
the preceding 10 years a member of any organization advocating 
overthrow of the Government by force and violence. 

4. The 5-year statute of limitation for prosecution of the offenses 
of treason, espionage, sabotage, and other subversive activities should 
be amended so as to permit prosecutions for a period not to exceed 
15 years from the time of commission of the offense. 

5. The present 3-year statute of limitations for prosecution of 
offenses committed in violation of title 18, United States Code, 
sections 1001 or 1621, dealing with false statements and perjury, 
should be extended to 10 years when involving subversive activities 
and connections, and in instances where a person becomes an officer 
or employee of the United States or of any department or agency 
thereof, or of any corporation, the stock of which is owned in whole 
or in part by the United States, or any department or agency thereof, 
such person should be prosecuted, tried, and punished for such offense 
at any time within 10 years after such person has ceased to be em- 
ployed as such officer or employee. 

6. The committee is of the opinion that a more realistic punish- 
ment for crimes of such gravity as those involving seditious con- 
spiracy, advocating overthrow of the Government, and conspiracy to 
advocate overthrow of the Government, should be provided. Title 
18, United States Code, section 2384, involving seditious conspiracy 
should provide a maximum penalty of a fine of not more than $20,000 
or imprisonment of not more than 10 years, or both, the maximum 
penalty now being a fine of $5,000 or imprisonment for not more than 
6 years, or both. Title 18, United States Code, section 2385 involving 
ee overthrow of the Government should provide a maximum 
penalty of a fine of $20,000 or imprisonment of not more than 20 


years, or both, the maximum penalty now being a fine of $10,000 or 
imprisonment for not more than 10 years, or both. 

7. The committee desires to restate its opinion that willfully contra- 
dictory statements made under oath by a witness before Federal ¢and 
juries, Federal courts, or congressional bodies, should be punishable as 
perjury without the present requirement that the Government prove 
which of the statements is false. When two contradictory statements 
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are made, one of which is obviously false, the Government must now 
prove the falsity by testimony of two independent witnesses or by 
the testimony of one witness and corroborative evidence. Bills intro- 
duced in the House and the Senate during the 84th Congress have the 
effect of remedying this situation by requiring the Government to 
prove only that the statements of a witness are themselves contra- 
dictory—provided that they are willful, concern material matters, 
and are made within 3 years of one another. 

8. The Committee on Un-American Activities has heretofore ex- 
pressed the opinion that it is inadvisable for the Congress to under- 
take any broad, new legislative action against the functioning of the 
Communist Party pending the final determination of the constitution- 
ality of the Internal Security Act of 1950. Since that opinion was 
expressed, the case of the Communist Party v. Subversive Activities 
Control Board, 351 U. S. 115, has been remanded by the Supreme 
Court of the United States, to the Board for further proceedings. 
This mandate of the Supreme Court has been complied with by the 
making of a modified report, and it is expected that the case will soon 
be before the Supreme Court for a decision on the merits. Until 
final disposition is made by the Supreme Court of the issues raised, 
the committee remains of the opinion that legislative recommendations 
in this specific field should be withheld. 


PUBLICATIONS 


One of the most effective ways to combat the growth of communism 
in our country is by educating the public as to the aims and methods 
of the Communist Party and the results of Communist ideology 
where it has gained control. The work that has been done in the past 
by the committee in the dissemination of literature exposing the 
workings of the Communist Party is reflected in the increase of 
requests for committee publications during the year 1956. 

After completion of a series or a phase of hearings, the actual 
verbatim record of the proceedings is printed and becomes available 
for public distribution upon request as long as the supply lasts. 

In many cases, letters requesting shoal copies of these hearings 
indicated that they were to be used by church, labor, veteran, civic, 
patriotic, educational, and other groups which are intelligently fight- 
ing communism and subversive activities. Distribution of committee 
publications to organizations adds greatly to their actual circulation. 

In addition to the printed copies of hearings, reports are issued 
from time to time by the committee. These reports, either in sum- 
marizing the work of the committee in various fields or in giving 
detailed information on subversive activities, furnish to the Congress 
and to the public the results of highly intensified investigation and 
research by the committee. 

During the year 1956, the committee printed and filled requests for 
approximately 351,500 copies of its hearings and reports. Requests 
for thousands of copies of publications printed in previous years have 
been filled. The Government Printing Office has also distributed 
several thousand copies of committee hearings and reports. 
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THE GREAT PRETENSE 


(A Symposium on Anti-Stalinism and the 20th Congress of the Soviet 
Communist Party) 


This report endeavors to provide an adequate explanation of, and 
an indication of, what the world may expect from the Soviet Union’s 
new course since the death of Stalin, The 39 contributors are all 
specialists in some aspect of the Soviet Union and the global conspiracy 
which it directs. Some of them are former officials of the Soviet 
Government and have seen both Stalin and his successors at close 
range. Others have been important figures in the Communist appa- 
ratus in America. Those who themselves have not participated in 
the Soviet program of conquest are qualified to speak authoritatively 
on it by reason of direct personal experience or by long research and 
study. It is instructive that, while these specialists vary in approach 
and emphasis, they agree, without exception, that the ultimate im- 
portance of anti-Stalinism will derive not from the disposition made 
of Josef Stalin, but from the reaction by the West. 


THE COMMUNIST CONSPIRACY 


The material included in this five section report consists of the 
early basic Communist pronouncements which have assumed new 
importance in the current revival of Leninism. It deals with all the 
aspects of the politics, the economy, the social, educational, and cul- 
tural structure of the Soviet Union; the principal resolutions and pro- 

ams adopted by the various world congresses of the Communist 

nternational and the actuation of these resolutions and programs into 
revolutions in various countries throughout the world. Perhaps the 
most important part of the report is the evidence of how the Com- 
munist Party of the United States, like the Communist parties in all 
other countries, acts under the rigid discipline of the Kremlin. 


TRIAL BY TREASON 


The Committee on Un-American Activities has prepared this report 
on the National Committee to Secure Justice in the Rosenberg case 
not only because the facts of the Rosenberg campaign deserve study, 
but also because these facts, taken together, provide a singular 
instructive example of 2a Communist front; how it is created, directed, 
and financed. In particular, they provide an example of the means 
by which the Communists today attempt to prepare the way for 
the fruition of their conspiracy. Essential for their success is the 
disintegration of the Nation’s social fabric; it was to promote this 
disintegration that the Rosenberg campaign was conceived. 

The supply of this report was exhausted in a matter of days after 
its original printing and will be augmented by a reprint early in 1957. 
It will then be possible to fill the many requests for this report. 
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SOVIET TOTAL WAR 


The Committee on Un-American Activities has compiled this two- 
volume symposium of the “Historic Mission” of Violence and Deceit 
to which 120 noted specialists have contributed their views. In the 
Communist threat, they clearly see the greatest danger that the free 
world has ever had to face. They unmask its deceits and subter- 
fuges— its relentless psychological, political, economic, sociological, and 
military strategies. Like all reasonable people, these contributors do 
not desire war, but only a lasting peace. On the other hand, they are 
fully aware that, in hoping for peace, we cannot permit ourselves to 
be frozen into extinction as free men. They point out that unless 
we meet the total challenge of Communist unconventional war, we 
shall assuredly condemn ourselves to the Arctic hell of Siberian slave- 
labor camps. There is no third way: Either we prevent the achieve- 
ment of communism’s “historic mission’”’—or we perish. 

The supply of this publication was exhausted in a matter of days 
after its original printing and will be augmented by a reprint early in 
1957. It will then be possible to fill the many requests for this report. 











APPENDIX I 


Following is a complete list of committee hearings and publications 
for the second session of the 84th Congress: 


Investigation of Communist Infiltration of Government—Part 3, 

Investigation of Communist Infiltration of Government—Part 4. 

Investigation of Communist Infiltration of Government—Part 5. 

Investigation of Communist Infiltration in Government—Part 6. 

Investigation of Communist Activities in the North Carolina Area. 

Investigation of Communist Activities in the Los Angeles, Calif* 
Area—Part 7. 

Investigation of Communist Activities in the Los Angeles, Calif., 
Area—Part 8 (Testimony of Nikolai Khokhlov). 

Investigation of Communist Activities in the Los Angeles, Calif., 
Area—Part 9. 

Investigation of Communist Activities in the Los Angeles, Calif,, 





Area—Part 10. 
Investigation of Communist Activities in the Los Angeles, Calif., 
Area—Part 11. 





Investigation of Communist Activities in the Rocky Mountain Area— 
Part 1. 

Investigation of Communist Activities in the Rocky Mountain Area— 
Part 2. 

Investigation of the Unauthorized Use of United States Passports— 
Part 1. 

Investigation of the Unauthorized Use of United States Passports— 
Part 2. 

Investigation of the Unauthorized Use of United States Passports— 
Part 3. 

Investigation of the Unauthorized Use of United States Passports— 
Part 4. 

Investigation of Communist Propaganda in the United States—Part 1 

Investigation of Communist Propaganda in the United States—Part 2 

Investigation of Communist Propaganda in the United States— 
Part 3! 

Investigation of Communist Activities in the St. Louis, Mo., Area— 
Part 1 

Investigation of Communist Activities in the St. Louis, Mo., Area— 
Part 2 

Investigation of Communist Activities in the St. Louis, Mo., Area— 
Part 3 

Investigation of Communist Activities in the St. Louis, Mo., Area— 
Part 4 

Investigation of Communist Propaganda Among Prisoners of War in 
Korea (Save Our Sons Committee) 


1 These hearings were not in print at the time this report went to press. They will be released, 
however, at a later date. 
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Investigation of So-Called Blacklisting in Entertainment Industry— 
Report of the Fund for the Republic, Inc.—Part 1 

Investigation of So-Called Blacklisting in Entertainment Industry— 
Report of the Fund for the Republic, Inc.—Part 2 

Investigation of So-Called Blacklisting in Entertainment Industry— 
Report of the Fund for the Republic, Inc.—Part 3 

Investigation of the Award by the Fund for the Republic, Inc. (Ply- 
mouth. Meeting, Pa.) 

International Communism (Testimony of Ernst Tillich) 

Investigation of Communist Activities in the New Haven, Conn., 
Area—Part 1 

Investigation of Communist Activities in the New Haven, Conn., 
Area—Part 2 

Hearings on Attempts at Subversion and Espionage By Diplomatic 
Personnel 

Investigation of Communist Activities in the Youngstown and North- 
ern Ohio Areas ! 

Communist Political Subversion—Washington, D. C., Youngstown, 
Ohio, Chicago, Lil., Los Angeles and San Francisco, Calif., Seattle, 
Wash.’ 

The Great Pretense—A Symposium on Anti-Stalinism and the 20th 
Congress of the Soviet Communist Party—House Report 2189 

The Communist Conspiracy —Part 1 (Communism Outside the United 
States), Section A: Marxist Classics, House Report 2240. 

The Communist Conspiracy—Part 1 (Communism Outside the United 
States), Section B: The U.S.S.R., House Report 2241 

The Communist Conspiracy—Part 1 (Communism Outside the United 
States), Section C: The World Congresses of the Communist Inter- 
national, House Report 2242 

The Communist Conspiracy —Part 1 (Communism Outside the United 
States), Section D: Communist Activities Around the World, 
House Report 2243 

The Communist Conspiracy—Part 1 (Communism Outside the United 
States), Section E: The Comintern and the CPUSA, House Report 
2244 

Trial By Treason (The National Committee to Secure Justice for 
The Rosenbergs and Morton Sobell) 

Soviet Total War, “Historic Mission” of Violence and Deceit— 
Volume | 

Soviet Total War, “Historic Mission” of Violence and Deceit— 
Volume II 

Guide to Subversive Organizations and Publications—Revised 

Annual Report of the Committee on Un-American Activities for the 
Year 1956 


1 These hearings were not in print at the time this report went to press. They wil. be re.eased, however, 
at a later date. 
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APPENDIX Il 
JUNE 5, 1956. 
Hon. Herbert Browne t, Jr., 
Attorney General of the United States, 
Department of Justice, Washington 25, D. C. 


Dear Mr. Browne tt: | recently had occasion to study the amici 
curiae brief filed with the Supreme Court of the United States in the 
case of The Communist Party of the United States v. The Subversive 
Activities Control Board. In a letter to Solicitor General Sobeloff 
requesting consent to the filing of the brief, Royal W. France, attorney 
for the amici curiae, states baldly that the petitioners comprise a 
“croup of prominent American citizens, none of whom are Com- 
munists.” This statement can be regarded only as a deliberate 
attempt to deceive the Court. 

The files of this committee show that, apart from the extensive 
Communist front affiliations of most of the amici curiae, 26 of them 
have been identified in sworn testimony as members of the Communist 
Party. These are: 


Elmer A. Benson Arnold Keene 
Lloyd L. Brown Albert E. Kahn 
Edwin Berry Burgum Rockwell Kent 
Isobel Cerney John A. Kingsbury 
Hugh DeLacy John Howard Lawson 
Dorothy W. Douglas Carey McWilliams 
Howard Fast Scott Nearing 
James W. Ford Wm. L. Patterson 
Daniel Fine Holland Roberts 
Sid Gluck Rose Russell 
Ralph Gundlach Mary Van Kleeck 
William Harrison John Weatherwax 
W. A. Hunton Eliot White 


I earnestly suggest that these facts be brought to the attention of 
the Supreme Court and that the Department of Justice do everything 
within its power to make certain that these petitioners (friends of the 
Communist Party, rather than of the Court) receive no status what- 
soever in these proceedings. 

Sincerely yours, 
Francis E. Watrer, Chairman. 
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APPENDIX Ill 


Excerpts from minutes of executive meetings held during 1956 and 
other years, relating to contempt matters, are set forth as follows: 

1. The Committee on Un-American Activities met in executive ses- 
sion Thursday, January 20, 1955, in room 225, House Office Building, 
at 2 p. m., the following members being present: 


Francis E. Walter, chairman James B. Frazier, Jr. 
Morgan M. Moulder Harold H. Velde 
Clyde Doyle Bernard W. Kearney 


Edwin E. Willis (entered 2:45 Donald L. Jackson 
p. m.) 


The following staff members were present: 


Thomas W. Beale, clerk Frank S. Tavenner, Jr., counsel 
* * * x * ” = 


The following resolution was read by the clerk and unanimously 
adopted: 

Be it resolved, That the chairman be authorized and empowered 
from time to time to appoint subcommittees composed of 3 or more 
members of the Committee on Un-American Activities, at least 1 of 
whom shall be of the minority political party, and a majority of whom 
shall constitute a quorum, for the purpose of performing any and all 
acts which the committee as a whole is authorized to perform. 

2. The Committee on Un-American Activities met in executive 
session on March 6, 1956, at 10:40 a. m., in room 225, Old House Office 
Building. The following members were present: 


Francis E. Walter, chairman Donald L. Jackson 
Morgan M. Moulder Gordon H. Scherer (entered at 
Clyde Doyle 11:05) 
James B. Frazier, Jr. (entered at 
10:55) 
Mrs. Juliette P. Joray, acting clerk, was also present. 
‘ % » . * * « 


Without objection, the committee authorized a preliminary investi- 
gation and preparation for a hearing to be held in St. Louis, Mo., 
sometime in June. 

3. The Committee on Un-American Activities, pursuant to notice, 
met in executive session on May 9, 1956, at 11 a. m., in room 225 
Old House Office Building, Washington, D. C. 


The following members were present: 


Francis E. Walter, chairman Bernard W. Kearney 
Morgan M. Moulder Gordon H. Scherer 
Clyde Doyle 
James B. Frazier, Jr. 
Also present were Richard Arens, director, and Frank S. Tavenner; 
Jr., counsel. 


* * s * * * * 
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Mr. Arens also advised the committee that hearings had been set 
for St. Louis on June 4. W hereupon the chairman appointed the 
following members as a subcommittee to conduct these hearings: 
Mr. Morgan M. Moulder, chairman; Messrs. James B. Frazier, Jr., 
and Bernard W. Kearney, as as sociate members. 

= * 8 * * * * 


4. The following order was made by Francis E. Walter, chairman, 
on May 31, 1956: 


Jo Mr. Richard Arens, Director, Commitee on Un-American Activities: 


Pursuant to the provisions of law and the rules of this committee, 
I appointed a subcommittee of the Committee on Un-American 
Activities consisting of Congressman Morgan M. Moulder, chairman, 
and Congressmen James P. Frazier, Jr., and Bernard W. Kearney as 
associate members, to hold hearings i in St. Louis, Mo., on the subjects 
under investigation by this committee. I have been advised by Mr. 
Kearney that he will be unable to attend the hearings, and for that 
reason has resigned from the subcommittee. 

You are hereby notified that I do appoint Congressman Gordon H. 
Scherer as a member of the said subcommittee to act in the place and 
tead of Mr. Kearney. The said subcommittee as reconstituted, is 
authorized to receive testimony in executive session on the 2d day 
of June, 1956, in St. Louis, Mo., and to begin public hearings on the 
4th day of June, and to continue in session at such times and places 
as it may deem necessary, until its work is completed. 

Please make this action a matter of committee record. 

(Signed) Francis E. Water, 
Chairman, Committee on Un-American Activities. 


5. The Committee on Un-American Activities met in ae 
session on June 27, 1956, in room 225, Old House Office Building, a 
10:15 a.m. 

The following members were present: 


Francis E. Walter, chairman Donald L. Jackson 
Morgan M. Moulder (entered at 10°45 a. m.) 
Clyde Dovie Gordon H. Scherer 
James B. Frazier, Jr. (entered at 11:15 a. m.) 


Bernard W. Kearney 


Also present were Richard Arens, director; Frank S. Tavenner, Jr., 
counsel: Juliette P. Joray, clerk; and Richard S. W eil, a member of 
the stafi. 

Mr. Moulder reported to the committee that he was chairman of a 
subcommittee appointed by the chairman, composed of Messrs. James 
B. Frazier, Jr., Gordon H. Scherer, and himself, to conduct hearings 
in St. Louis beginning June 4, 1956; that the subcommittee had 
unanimously agreed that a report of the facts relating to the refusal 
of John W. Simpson, William E. Davis, and Anne Yasgur Kling to 
answer questions before the said subcommittee at hearings conducted 
in the New Federal Building in St. Louis, Mo., becinning June 4, 
1956, be referred and submitted to the Committee on Un-American 
Activities as a whole, with the recommendation that each of said 
witnesses be cited for contempt of the House of Representatives in 
the manner and form provided by law, for their refusal to answer 
certain material questions. 
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The report of the facts relating to the refusal of John W. Simpson 
to answer questions was submitted to the committee, upon which a 
motion was made by Mr. James B. Frazier, Jr., and seconded by Mr. 
Morgan M. Moulder, and unanimously carried, that the subcommit- 
tee’s report of the facts relating to the refusal of John W. Simpson 
to answer questions before said subcommittee at the hearings con- 
ducted before it in the Federal Building on June 4 and 5, 1956, be 
and the same is hereby approved and adopted, and that the Com- 
mittee on Un-American Activities report and refer the refusal of 
John W. Simpson to answer questions before the said subcommittee, 
together with all the facts in connection therewith, to the House of 
Representatives, with the recommendation that the witness be cited 
for contempt by the House of Representatives for his refusal to answer 
questions to the end that he may be proceeded against in the manner 
and form provided by law. 

The report of the facts relating to the refusal of William E. Davis 
to answer questions, was submitted to the committee, upon which 
a motion was made by Mr. James B. Frazier, Jr., and seconded by Mr. 
Morgan M. Moulder, and unanimously carried, that the subcom- 
mittee’s report of the facts relating to the refusal of William E. Davis 
to answer questions before said subcommittee at. the hearings con- 
ducted before it in the Federal Building on June 6, 1956, be and the 
same is hereby approved and adopted, and that the Committee on 
Un-American Activities report and refer the refusal of William E. 
Davis to answer questions before the said committee, together with all 
the facts in connection therewith, to the House of Representatives, 
with the recommendation that the witness be cited for contempt by 
the House of Representatives for his refusal to answer questions, to 
the end that he may be proceeded against in the manner and form 
provided by law. 

The report of the facts relating to the refusal of Anne Yasgur 
Kling to answer questions was submitted to the committee, upon which 
a motion was made by Mr. James B. Frazier, Jr., seconded by Mr. 
Morgan M. Moulder and unanimously carried, that the subcommit- 
tee’s report of the facts relating to the refusal ‘of Anne Yasgur Kling 
to answer questions before said subcommittee at the hearings con- 
ducted before it in the Federal Building on June 6, 1956, be and the 
same is hereby approved and adopted, “and that the Committee on 
Un-American Activities report and refer the refusal of Anne Yasgur 
Kling to answer questions before the said committee, together with 
all the facts in connection therewith, to the House of Representatives, 
with the recommendation that the witness be cited for contempt by 
the House of Representatives for her refusal to answer questions; to 
the end that she may be proceeded against in the manner and form 
provided by law. 

Mr. Francis E. Walter reported to the committee that he was 
chairman of a subcommittee appointed by himself, composed of 
Messrs. Edwin E. Willis and himself, to conduct hearings beginning 
on the 15th day of August 1955, at ‘the United States Courthouse, 
Foley Square, New York City; that the subcommittee had unani- 
mously agreed that a report of the facts relating to the refusal of 
George Tyne, Elliott Sullivan, and Peter Seeger to answer questions 
before the said subcommittee at the hearing conducted in the United 
States Courthouse, Foley Square, New York City, beginning on the 
15th day of August 1955, be referred and submitted to the Com- 











70 ANNUAL REPORT, COMMITTEE ON UN-AMERICAN ACTIVITIES 


mittee on Un-American Activities as a whole, with the recommenda- 
tion that each witness be cited for contempt of the House of Repre- 
sentatives in the manner and form provided by law for their refusal 
to answer certain material questions. 

The report of the facts relating to the refusal of George Tyne to 
answer questions was submitted to the committee, upon which a mo- 
tion was made by Mr. James B. Frazier, Jr., seconded by Mr. Mor- 
gan M. Moulder, and unanimously carried, that the subcommittee’s 
report of the facts relating to ‘the refusal of George Tyne to atiswer 
questions before said subcommittee at the hearing conducted before 
it in the United States Courthouse, Foley Square, New York City, 
on August 15, 1955, be and the same is hereby approved and adopted, 
and that the Committee on Un-American Activities report and refer 
the refusal of George Tyne to answer questions before the said sub- 
committee, together with all the facts in connection therewith, to the 
House of Representatives, with the recommendation that the witness 
be cited for contempt by the House of Representatives, for his re- 
fusal to answer questions, to the end that he may be proceeded against 
in the manner and form provided by law. 

The report of the facts relating to the refusal of Elliott Sullivan 
to answer questions was submitted to the committee, upon which a 
motion was made by Mr. James B. Frazier, Jr., seconded by Mr. 
Morgan M. Moulder, and unanimously carried, that the subcom- 
mittee’s report of the facts relating to the refusal of Elliott Sullivan to 
answer ‘questions before said subcommittee at the hearing conducted 
before it in the United States Courthouse, Foley Square, New York 
City, on August 16, 1955, be and the same is hereby approved and 
adopted, and that the Committee on Un-American Activities report 
and refer the refusal of Elliott Sullivan to answer questions before the 
said subcommittee, together with all the facts in connection therewith, 
to the House of Representatives, with the recommendation that the 
witness be cited for contempt by the House of Representatives, for 
his refusal to answer questions, to the end that he may be proceeded 
against in the manner and form provided by law. 

The report of the facts relating to Peter Seeger to answer questions 
was submitted to the committee, upon which a motion was made by 
Mr. James B. Frazier, Jr., seconded by Mr. Morgan M. Moulder, and 
unanimously carried, that the subcommittee’s report of the facts 
relating to the refusal of Peter Seeger to answer questions before said 
subcommittee at the hearing conducted before it in the United States 
Courthouse, Foley Square, New York City, on August 18, 1955, be 
and the same is hereby approved and adopted, and that the Com- 
mittee on Un-American Activities report and refer the refusal of Peter 
Seeger to answer questions before the said subcommittee, together 
with all the facts in connection therewith, to the House of Represen- 
tatives, with the recommendation that the witness be cited for con- 
tempt by the House of Representatives, for his refusal to answer 
questions, to the end that he may be proceeded against in the manner 
and form provided by law. 

Mr. Walter reported to the committee that he was chairman of-a 
subcommittee appointed by himself, composed of Messrs. Clyde Doyle, 
Bernard W. Kearney, Gordon H. Scherer, and himself, to conduct 
hearings in the caucus room, Old House Office Building, Washington, 
D. C., on the 12th day of June 1956; that the subcommittee had 
unanimously agreed that a report of the ‘facts relating to the refusal of 
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Otto Nathan to answer questions before the said subcommittee at the 
hearing conducted in the caucus room, Old House Office Building, on 
June 12, 1956, be referred and submitted to the Committee on Un- 
American Activities as a whole, with the recommendation that the 
witness be cited for contempt of the House of Representatives in the 
manner and form provided by law, for his refusal to answer certain 
material questions. 

The,report of the facts relating to the refusal of Otto Nathan to 
answer questions was submitted to the committee upon which a motion 
was made by Mr. Gordon H. Scherer, seconded by Mr. Bernard W. 
Kearney, and unanimously carried, that the subcommittee’s report of 
the facts relating to the refusal of Otto Nathan to answer questions 
before said subcommittee at the hearing conducted before it in the 
caucus room, Old House Office Building, Washington, D. C., on the 
12th day of June 1956, be and the same hereby is approved and 
adopted and that the Committee on Un-American Activities report 
and refer the refusal of Otto Nathan to answer questions before the 
said subcommittee, together with all the facts in connection there- 
with, to the House of Representatives with the recommendation that 
the witness be cited for contempt by the House of Representatives 
for his refusal to answer questions, to the end that he may be proceeded 
against in the manner and,form provided by law. 

o * - * « & * 


6. The Committee on Un-American Activities met in executive 
session on Tuesday, July 10, 1956, in room 225, Old House Office 
Building, at 3:30 p. m. 

The following members were present: 


Francis E. Walter, chairman Edwin E. Willis 
Morgan M. Moulder Donald L. Jackson 
Clyde Doyle 


Also present were Richard Arens, director, and Juliette P. Joray, 
clerk. 

The chairman called the committee’s attention to the action taken 
at the previous meeting of the committee that the director for the 
committee advise counsel for Arthur Miller that Arthur Miller would 
be given 10 days to appear before the committee and purge himself 
of contempt resulting from his refusal to testify regarding certain 
matters, at the end of which time further consideration would be given 
to the question of contempt proceedings. The chairman reported that 
he had received a letter from counsel for Miller enclosing a statement 
of Arthur Miller in which he reiterated his refusal to testify regarding 
certain matters; certain affidavits; and a memorandum regarding 
policies and precedents on contempt. The chairman stated that the 
communication constituted a refusal of the witness to purge himself of 
contempt and advised the committee that the subcommittee appointed 
to hear the testimony of Arthur Miller on the 21st day of June 1956, 
consisting of himself, as chairman, Messrs. Clyde Doyle, Bernard W. 
Kearney, and Gordon H. Scherer, had agreed that the facts relating 
to the refusal of Arthur Miller to answer pertinent questions before the 
said subcommittee be referred and submitted to the Committee on 
Un-American Activities as a whole, with a recommendation that the 
witness be cited for contempt of the House of Representatives in the 
manner and form provided by law. 
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The report of the facts relating to the refusal of Arthur Miller to 
answer pertinent questions was submitted to the committee, upon 
which a motion was made and duly seconded, that the subcommittee’s 
report of the facts relating to the refusal of Arthur Miller to answer 
questions before the said subcommittee at the hearing conducted 
before it on June 21, 1956, in the Old House Office Building, Wash- 
ington, D. C., be and the same is hereby approved and adopted, and 
that the Committee on Un-American Activities report and refer the 
refusal of Arthur Miller to answer questions before the said subcom- 
mittee, together with all the facts in connection therewith, to the 
House of Representatives, with the recommendation that the witness 
be cited for contempt by the House of Representatives for his refusal 
to answer questions, to the end that he may be proceeded against in 
the manner and form provided by law: 

The motion was unanimously carried. 

7. The Committee on Un-American Activities met in executive 
session on June 8, 1955, at 10 a. m., in room 225, Old House Office 
Building. The following members were present: 


Francis E. Walter, chairman Harold H. Velde 


Clyde Doyle Gordon H. Scherer 
James B. Frazier, Jr. 


Also present were Thomas W. Beale, Sr., chief clerk, and Frank S. 
Tavenner, Jr., counsel. 
. * . * * . . 


The clerk was directed to proceed with the investigation of Com- 
munist infiltration in the field of entertainment in New York, prelimi- 
nary investigation having been authorized earlier in the year. 

* * . * * * * 


8. Minutes of executive meeting of the House Committee on 
Un-American Activities, January 22, 1953, room 226, Old House 
Office Building, Hon. Harold H. Velde, chairman, presiding. 

The chairman called the meeting to order at 2:05 p. m. Committee 
members present were Representatives Harold H. Velde, Bernard W. 
Kearney, Donald L. Jackson, Kit Clardy, Gordon H. Scherer, Francis 
E. Walter, Morgan M. Moulder, Clyde Doyle, and James B. 
Frazier, Jr. 

- * * * « * - 


The following resolution was offered and unanimously adopted: 

Be it resolved, That the chairman shall have authority from time to 
time to appoint subcommittees composed of one or more members of 
the Committee on Un-American Activities, for the purpose of per- 
forming any and all acts which the committee as a whole is authorized 
to do. 


* * * ~ * * * 


9. The Committee on Un-American Activities met in executive 
session on Wednesday, March 3, 1954, at 10:10 a. m. in room 225 Old 
House Office Building. 


The following members were present: 


Harold H. Velde, chairman Francis E. Walter 
Donald L. Jackson Clyde Doyle 
Gordon H. Scherer James B. Frazier, Jr. 


8 © * * & * * 
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Mr. Walter offered the following resolution which was unanimously 
adopted: 

Be it resolved, That subcommittees of the Committee on Un- 
American Activities will consist of not less than three members, 
with at least a majority of the subcommittee present at the hearings 
for which they were appointed. 

10. The Committee on Un-American Activities met in executive 
session on Monday, August 9, 1954, at 4 p. m., in room 225 Old House 
Office Building, Washington, D. C. 

The following members were present: 


Harold H. Velde, Chairman Francis E. Walter 
Bernard W. Kearney Morgan M. Moulder 
Donald L. Jackson (entered at 4:05 p. m.) 
Gordon H. Scherer 
a = * * a a = 


Mr. Scherer moved that the committee conduct hearings at Dayton, 
Ohio, at some time between the present and 6 weeks before the elec- 
tions. Seconded by Mr. Jackson and carried unanimously. The 
chairman appointed the following subcommittee to conduct the hear- 
ings: Mr. lace chairman, Mr. Walter, and Mr. Clardy. 

* * * * * * * 


11. The Committee on Un-American Activities met in executive 


session in room 225, Old House Office Building, on Wednesday, Nov- 
ember 17, 1954, at 9:30 a.m. The following members were present: 


Harold H. Velde, Chairman Francis E. Walter 
Kit Clardy Morgan M. Moulder 


Gordon H. Scherer 


Also present were Frank S. Tavenner, Jr., counsel; Thomas W. 
Beale, Sr., chief clerk; Courtney E. Owens, chief investigator, and 
Donald T. Appell, investigator. 

* * * * * * « 


Mr. Walter reported that he was 1 of a subcommittee composed of 
3 members appointed by the chairman to conduct hearings in Dayton, 
Ohio, on September 13, 14, and 15, 1954, consisting of himself, Mr. 
Scherer, and Mr. Clardy, and after consideration of the testimony 
given by Lee Lorch and Robert M. Metcalf on the 15th day of Sep- 
tember 1954. he moved that the report of the facts relating to the 
refusal of the aforementioned witnesses to answer questions before the 
said subcommittee at the hearinys aforesaid be referred and sub- 
mitted to the Committee on Un-American Activities as a whole with 
the recommendation that the reports of the facts relating to the refusal 
of said witnesses to answer questions before the said subcommittee, 
together with al] the facts in connection therewith, be reported to, and 
filed with, the Speaker of the House of Representatives, the House 
now being adjourned, in order that the said Speaker may certify the 
same under Seal of the House to the appropriate United States attor- 
ney to the end that the said Lee Lorch and Robert M. Metcalf may be 
proceeded against for contempt of the House of Representatives in 
the manner and form provided by law. The motion was seconded by 
Mr. Clardy and carried unanimously by the entire subcommittee 
consisting of Messrs. Walter, Clardy and Scherer. 
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The chairman directed the clerk to notify all the members of the 
committee that there would be an executive meeting of the committee 
to be held Thursday morning, November 18, 1954, at 10 a. m.. in room 
225, Old House Office Building. for the purpose of considering contempt 
citations against Norton Anthony Russell, Robert M. Metcalf, and Lee 
Lorch. 


* * * * ok * * 


12. The Committee on Un-American Activities met in executive 
session on Thursday, November 18, 1954, at 10 a. m., 225 Old House 
Office Building. The following members were present: 


Harold H. Velde, chairman Francis E. Walter 
Kit Clardy Morgan M. Moulder 
Gordon H. Scherer 


Also present were the following staff members: Robert L. Kunzig, 
counsel: Frank S. Tavenner, Jr., counsel; Thomas W. Beale, chief 
clerk; Raphael I. Nixon, director of research: and Courtney E. Owens, 
chief investigator. 

Mr. Scherer reported to the committee that he was chairman of the 
subcommittee appointed by the chairman, composed of himself, Mr. 
Clardy, and Mr. Walter to conduct hearings beginning on-the 13th 
day of September, 1954, at Dayton, Ohio; that the subcommittee met 
in executive session on November 17, 1954, attended by all the 
members of said subcommittee, at which time a motion was made 
and unanimously adopted that a report of the facts relating to the 
refusal of Lee Lorch and Robert M. Metcalf to answer questions 
before said subcommittee at the hearings conducted at Dayton, 
Ohio, beginning on the 13th day of September, 1954, he referred and 
submitted to the Committee on Un-American Activities as a whole, 
with a recommendation that the report and statement of facts with 
reference to the refusal of said witnesses to answer questions be made 
to and filed with the Speaker of the House, the House now being 
adjourned, in order that the said Speaker may certify the same under 
Seal of the House, to the appropriate United States attorney, to the 
end that the said witnesses may be proceeded against for contempt 
of the House in the manner and form provided by law. 

A motion was made by Mr. Scherer, seconded by Mr. Walter, and 
unanimously carried, that the subcommittee’s report of facts relating 
to the refusal of Lee Lorch to answer questions before the said sub- 
committee at the hearing conducted by it in Dayton, Ohio, beginning 
on the 13th day of September, 1954, be, and the same is 
hereby approved and adopted, and Mr. Velde, chairman of the Com- 
mittee on Un-American Activities of the House of Representatives, is 
hereby authorized and directed, upon his signature, to transmit the 
report and statement of facts relating to the refusal of Lee Lorch to 
answer questions before the said subcommittee to the Hon. Joseph 
W. Martin, Speaker of the House of Representatives, the House of 
Representatives now being adjourned, in order that the said Speaker 
may certify the same to the United States attorney for the southern 
district of Ohio, to the end that the said Lee Lorch may be proceeded 
against for contempt of the House of Representatives, in the manner 
and forin provided by law. 
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A motion was made by Mr. Scherer, seconded by Mr. Walter, and 
unanimously carried, that the subcommittee’s report of facts relating 
to the refusal of Robert M. Metcalf to answer questions before the 
said subcommittee at the hearing conducted by it in Dayton, Ohio, 
beginning on the 13th day of September 1954, be, and the same is 
hereby approved and adopted, and Mr. Velde, chairman of the 
Committee on Un-American Activities of the House of Representa- 
tives, is hereby authorized and directed, upon his signature, to trans- 
mit the report and statement of facts relating to the refusal of Robert 
M. Metcalf to answer questions before the said subcommittee to the 
Honorable Joseph W. Martin, Speaker of the House of Representa- 
tives, the House of Representatives now being adjourned, in order 
that the said Speaker may certify the same to the United States 
attorney for the southern district of Ohio, to the end that the said 
Robert M. Metcalf may be proceeded against for contempt of the 
House of Representatives in the manner and form provided by law. 
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StH CONGRESS HOUSE OF REPRESENTATIVES § Report 
; No. 54 


Ist Session 


CONSIDERATION OF H. R. 4090 


Frepruary 11, 1957.—Referred to the House Calendar and ordered to be printed 


Mr. Cotmer, from the Committee on Rules, submitted the following 
REPORT 
[To accompany H. Res. 160] 


The Committee on Rules, having had under consideration House 
Resolution 160, report the same to the House with the recommenda- 
tion that the resolution do pass. 
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CONSIDERATION OF HOUSE JOINT RESOLUTION 209 
Fesruary 11, 1957.—Referred to the House Calendar and ordered to be printed 


Mr. Manppen, from the Committee on Rules, submitted the following 
REPORT 
[To accompany H. Res. 161] 
The Committee on Rules, having had under consideration House 


Resolution 161, report the same to the House with the recommendation 
that the resolution do pass. 
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85TH Concress | HOUSE OF REPRESENTATIVES Report 
Ist Session  § No. 56 


AMENDING SECTION 12 OF THE ACT APPROVED FEBRUARY 22, 
1889 (25 STAT. 676), RELATING TO THE ADMISSION INTO THE 
UNION OF THE STATES OF NORTH DAKOTA, SOUTH DAKOTA, 
MONTANA, AND WASHINGTON, BY PROVIDING FOR THE USE 
OF PUBLIC LANDS GRANTED TO THE STATES THEREIN FOR 
THE PURPOSE OF CONSTRUCTING, RECONSTRUCTING, REPAIR, 
RENOVATION, OR OTHER PERMANENT IMPROVEMENT OF PUB- 
LIC BUILDINGS AT THE CAPITAL OF SAID STATES 


Fesruary 14, 1957.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Enetue, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany H. R. 348) 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 348) to amend section 12 of the act approved 
February 22, 1889 (25 Stat. 676), relating to the admission into the 
Union of the States of North Dakota, South Dakota, Moz.tana, and 
Washington, by providing for the use of public lands granted to the 
States therein for the purpose of constructing, reconstructing, repair, 
renovation, or other permanent improvement of public buildings at 
the capital of said States, having considered the same, reports favor- 
ably thereon with amendments and recommends that the bill, as 
amended, do pass. 

The amendment is as follows: 

Page 1, line 5, strike out the word ‘‘as’”’ and insert the word “‘is’’. 

Page 2, line 8, following the word “renovation,” insert the words 
“furnishings, equipment,”’. 

Page 2, following line 12, add a new section reading as follows: 

Sec. 2. This Act shall take effect as of February 22, 1889. 

Amend the title so as to read: 

A bill to amend section 12 of the Act approved February 22, 
1889 (25 Stat. 676) relating to the admission into the Union 
of the States of North Dakota, South Dakota, Montana, and 
86006 











2 AMENDING SECTION 12 OF ACT OF FEBRUARY 22, 1889 


Washington, by providing for the use of public lands granted 
to the States therein for the purpose of construction, re- 
construction, repair, renovation, furnishings, equipment, or 
other permanent improvement of public buildings at the 
capital of said States. 


EXPILANATION OF THE BILL 


Section 12 of the act of February 22, 1889 (25 Stat. 676, 680) 
provided for the grant, upon admission into the Union of the States 
of North Dakota, South Dakota, Montana, and Washington, of 50 
sections of unappropriated public lands therein— 


* * * for the purpose of erecting public buildings at the 
‘apital of said States for legislative, executive, and judicial 
purposes.”’ 


Section 17 of the same act (25 Stat. 676, 681), provides for additional 
grants for specified purposes to each of the four States named, includ- 
ing additional land grants for public buildings at the capitals of 
said States. 

On several occasions in the past, the State of Montana has used and 
pledged income derived from the capital buildings land grant provided 
in the Enabling Act of 1889 for the repair and reconstruction of public 
buildings theretofore erected and the payment of interest on bonds 
issued for the purpose. The State of Washington used such income 
for the purchase of furniture and furnishings for the legislative build- 
ing which was under construction in 1925. 

The Supreme Court of the State of Washington, in a 1926 decision, 
State ex rel. Bookstore v. Potts (141 Wash. 110, 250 Pac. 1090), was called 
upon to construe sections 12 and 17 of the Enabling Act proposed to be 
amended by the reported measure. A 1925 act of the Washington 
Legislature had purported to authorize the issuance of bonds to the 
extent of $4 million against the State capital land grant and to sell 
the same. From funds derived from the sale of these bonds, the 
legislature appropriated $600,000 for furniture and furnishings for the 
administrative and legislative building. 

In an original action brought for a writ of mandamus to compel the 
State treasurer to pay a warrant drawn upon the capital building 
construction fund, which warrant represented the purchase price of 
an office desk to be used as a part of the furnishings of the building, 
the Washington court, in granting the writ, concluded (141 Wash. 
110, 113-115), that— 


It was undoubtedly the purpose of Congress, by making 
the grant, to give to the new State * * * land for public 
buildings at the State capital sufficient to enable such build- 
ings to be constructed and equipped as an institution without 
resort to general taxation for any part of that expense. 
* * * The furniture and furnishings of the administrative 
building have an immediate and direct bearing upon the 
purpose for which the lands were granted. * * * The ex- 
penditure having a direct and immediate bearing, it is not a 
violation of the trust to use the fund derived from the bond- 
ing of the State capital lands for such purposes. 
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Pursuant to the provisions of chapter 278, Laws of 1955, State of 
Montana, the Montana State Board of Examiners proposed to issue 
and sell certain bonds in an amount not to exceed $750,000 for the 
purpose of— 


* * * reconstructing and renovating the State capital building 
including rolleall voting machines * * *. 


The 1955 authorizing act specifically provided that the principal 
and interest of the bonds authorized was payable only from income 
received from the capital buildings land grant. (See ch. 278, secs. 1, 
7, Laws of 1955, State of Montana.) 

On December 7, 1956, by its decision in Bryant v. The Board of 
Examiners of the State of Montana, et al. (13 Mont. St. Rep. 364), the 
Montana Supreme Court held that funds from the capital buildings 
land grant could be used for no other purpose than ‘“* * * to erect a 
building * * *.” The decision operates to preclude the proposed 
bond issuance and, the committee is informed, thus to block urgently 
needed reconstruction and renovation of the Montana State capital 
building, a portion of which has been condemned and vacated. The 
court’s decision also raises the question of the propriety of using the 
income from the public buildings land grant for the purpose of acquir- 
ing necessary lands for building sites and for the payment of interest 
on bonds payable out of said income. In addition, the committee is 
informed that the court’s decision invalidates at least three bond 
issues in the State of Montana. 

When the States of North Dakota, South Dakota, Montana, and 
Washington were admitted into the Union, the Federal Government 
retained title to most of the lands within those States, which greatly 
limited the sources of revenues available to those States for the 
financing of the State governments. In recognition of this fact, the 
Enabling Aet of 1889 provided for various land grants to aid those 
States in the financing of their common schools, colleges, universities, 
asylums, charitable and penal institutions, public buildings at the State 
capitals, and for other purposes. 

The Congress, through the enabling act, provided a means for 
aiding each of fhe sev eral States to bring into being such buildings as 
would be required for legislative, executive, and judic ial purposes at 
the capital of each State by providing land grants for ‘‘erecting’’ such 
buildings. The committee notes that the enabling act does not 
provide for the return of the land grants or for the diversion of income 
therefrom to the Federal Government after all the capitol buildings 
required by each State have been “erected.” In view of this and in 
consideration of the fact that the treasuries of the several States were 
bare or nonexistent on their admission into the Union, the committee 
feels that, by providing for land grants in the enabling act for the 
“erection” of State capitol buildings, it was the intent of the Congress 
that such lands be used to aid the several States in bringing such 
facilities into useful being and in continuing such facilities in useful 
being. It naturally follows that expenditures for building sites, con- 
struction, equipment and furnishings, repairs, reconstruction, renova- 
tions, additions thereto, and interest on money borrowed for these 
purposes are necessary to provide for such accomplishments. 

Section 17 of the act has not been amended because it is the com- 
mittee’s opinion that the lands granted for public buildings by sec- 
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tion 17 are to be used for the same purposes as those granted by 
section 12. Courts construing these sections have arrived at the 
same conclusion. Therefore the specified grants to the separate States 
“for public buildings at the capital of the State’ made by section 17 
can be used for all the purposes set forth in section 12 as amended. 


COMMITTEE AMENDMENTS 


The first amendment to section 1, substituting the word ‘‘is’’ for 
the word “‘as’’, corrects a printing error. 

The second amendment to section 1 adds the words “furnishings, 
equipment,” following the comma after the word ‘“renovation’’. 
This amendment was considered appropriate and desirable when it 
was learned during the committee hearing on the measure that in 
1925 the State of Washington had used income from its capital 
buildings land grant for furniture and furnishings for its adminis- 
trative and legislative building and that a 1926 decision of the 
Supreme Court of the State of Washington upheld the use of such 
funds for those purposes. In addition, the committee noted that 
the State of Montana proposed to use such funds for installing rolleall 
voting machines. 

Section 2 was added to the bill to provide that the act shall take 
effect as of February 22, 1889, the date of the Enabling Act. The 
committee believes this amendment to be necessary and desirable in 
view of the fact that for a number of years the income from the 
capital buildings land grants have been used for the very purposes 
spelled out in the measure, as amended. Furthermore, the committee 
is informed that at least three bond issues of the State of Montana 
will be invalidated by the recent decision of the Montana Supreme 
court if the act is not made retroactive. 

The amendment to the title is a perfecting amendment. 


DEPARTMENT REPORTS 


The no-objection reports of the Department of Justice, the Bureau 
of the Budget, and the Department of the Interior are set out below: 


DEPARTMENT OF JUSTICE, 
Orrice oF THE Deputy ATTroRNEY GENERAL, 
Washington, D. C., February 1, 1957. 
Hon. Crarr ENGLE, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 

Dear Mr. CuHatrman: This is in response to your request for the 
views of the Department of Justice concerning the bill (H. R. 348) to 
amend section 12 of the act approved February 22, 1889 (25 Stat. 676), 
relating to the admission into the Union of the States of North Dakota, 
South Dakota, Montana, and Washington, by providing for the use of 
public lands granted to the States therein for the purpose of con- 
structing, reconstructing, repair, renovation, or other permanent 
improvement of public buildings at the capital of said States. 

Existing law provides for the grant. of certain lands “* * * for the 
purpose of erecting public buildings at the capital of said States for 
legislative, executive, and judicial purposes.” A recent decision of the 
Montana Supreme Court (December 7, 1956) in the case of Bryant v. 
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The Board of Examiners of the State of Montana, et al. (13 Mont. St. 
Rep. 394), is to the effect that “erecting” does not include reconstruct- 
ing, renovating, remodeling, or repairing. The court held that funds 
from the granted lands could be used for no other purpose than 
“erecting public buildings.” In order to remove this restriction, the 
bill would extend the use to which granted lands might be put to 
include “construction, reconstruction, repair, renovation, and any 
other permanent improvement of such buildings and the acquisition 
of necessary land for such buildings, and the payment of principal and 
interest on bonds issued for any of the above purposes.”’ 

The committee may wish to consider whether the word ‘“‘as’’ appear- 
ing on line 5, page 1, of the bill should be ‘“‘is’’. 

Whether legislation to effect the purpose of the bill should be en- 
acted involves questions of policy concerning which the Department 
of Justice prefers to make no recommendation. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report. 

Sincerely, 
WituraM P. Rocers, 
Deputy Attorney General. 


Executive OFFICE OF THE PRESIDENT, 
BuREAU OF THE BUDGET, 
Washington, D. C., February 1, 1957. 
Hon. Crain ENGLE, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 


My Dear Mr. Cuarrman: This is in reply to your letter of Jan- 
uary 16, 1957, requesting the views of this Bureau with respect to 
H. R. 348, to amend section 12 of the act approved February 22, 1889 
(25 Stat. 676), relating to the admission into the Union of the States 
of North Dakota, South Dakota, Montana, and Washington, by 
providing for the use of public lands granted to the States therein for 
the purpose of constructing, reconstructing, repair, renovation, or 
other permanent improvement of public buildings at the capital of 
said States. 

We have considered the facts set out in your letter and would have 
no objection to the enactment of H. R. 348. 

Sincerely yours, 
Rosert E. Merriam, 
Assistant Director. 





DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., February 12, 1957. 
Hon. Crain ENG LE, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 

Dear Mr. Enate: This is in reply to your request for the views 
of this Department on H. R. 348, a bill to amend section 12 of the 
act approved February 22, 1889 (25 Stat. 676), relating to the 
admission into the Union of the States of North Dakota, South 
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Dakota, Montana, and Washington, by providing for the use of 
public lands granted to the States therein for the purpose of con- 
structing, reconstructing, repair, renovation, or other permanent 
improvement of public buildings at the capital of said States. 

We would have no objection to the enactment of this bill. 

H. R. 348 would amend section 12 of the act of February 22, 1889 
(25 Stat. 676), which is the statute which provided for the admission 
to the Union of North Dakota, South Dakota, Montana, and Wash- 
ington. Section 12 of. that act provided for the grant to each of 
those States, upon its admission to statehood, of 50 sections of unap- 
priated public lands “for the purpose of erecting public buildings at 
the capital of said States for legislative, executive, and judicial 
purposes.”” H. R. 348 would amend section 12 by substituting a 
comma for the period at its end and by adding thereto the words 
“including construction,. reconstruction, repair, renovation, and any 
other permanent improvement of such buildings and the acquisition 
of necessary lands for such buildings, and the payment of principal 
and interest on bonds issued for any of the above purposes.” 

We understand that the occasion for the introduction of this bill 
was the decision on December 7, 1956, of the Montana Supreme vee 
in Bryant v. The Board of Examiners of the State of Montana et al. 
State Reporter 364), which held that funds from the capital building 
land grant could be used for no other purpose than erecting public 
buildings. The State of Montana had authorized the issuance of 
bonds for the reconstruction and renovation of the State capital 
building, principal and interest on which was to be payable only from 
income received from the capital building land grant. 

The Department has no rec ommendation to make on the desir- 
ability of the proposed amendment which appears to be entirely a 
matter of congressional policy. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report to your committee. 

Sincerely yours, 
HatrieLp CHILSON, 
Assistant Secretary of the Interior. 


It is the opimion of the committee that to restrict the use of the 
income from the capital buildings land grants for “‘erecting’’ buildings 
only, as the word is used in its narrowest sense, is wasteful and un- 
economic, falls short of the objectives sought, and precludes the most 
effective and efficient use of such income. 

The Committee on Interior and Insular Affairs strongly recommends 
that H. R. 348, as amended, be enacted. 

No appropriation of Federal funds is required by this legislation. 

Identical bills were introduced by Representatives Anderson of 
Montana (H. R. 1997); Mack of Washington (H. R. 2820); and 
McGovern, of South Dakota (H. R. 3489). 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 
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Act or Fesruary 22, 1889 (25 Strat. 676) 


a * * * * * * 


Sec. 12. That upon the admission of each of said States 
into the Union, in accordance with the provisions of this 
Act, fifty sections of the unappropriated public lands 
within said States, to be selected and located in legal sub- 
divisions as provided in section 10 of this Act, shall be, 
and are hereby, granted to said States for [the purpose of 
erecting] publie ‘buildings at the capital of said States for 
legislative, executive, and judicial purposes [.] , including 
construction, reconstruction, repair, renovation, and any 
other permanent improvement of such buildings and the acqui- 
sition of necessary land for such buildings, and the payment of 
principal and interest on bonds issued for any of the above 
pur poses. 


* * * * * » om 


For information, the committee also sets forth below the changes 
in existing law made by the bill as amended (existing law proposed 
to be omitted is enclosed in black brackets, new matter is printed in 


italic, existing law in which no change is proposed is shown in roman): 


Act or Frspruary 22, 1889 (25 Stat. 676) 
* * * * * * * 


Sec. 12. That upon the admission of each of said States 
into the Union, in accordance with the provisions of this Act, 
fifty sections of the unappropriated public lands within said 
States, to be selected and located in legal subdivisions as 
provided in section 10 of this Act, shall be, and are hereby, 
granted to said States for [the purpose of erecting] public 
buildings at the capital of said States for legislative, execu- 
tive, and judicial purposes [..] , including consiruction, recon- 
striction ae renovation, furnishings, equipment, and any 
other permanent improvement of such buildings and the acquisi- 
tion of necessary land for such buildings, and the payment of 
principal and interest on inde issued for any of the above 
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PROVIDING FOR THE FILLING OF A VACANCY IN THE BOARD OF 
REGENTS OF THE SMITHSONIAN INSTITUTION, OF THE CLASS 
OTHER THAN MEMBERS OF CONGRESS 


Fesrvuary 14, 1957.—Committed to the Committee of the Whcle House on the 
State of the Union and ordered to be printed 


Mr. Situ of Mississippi, from the Committee on House Adminis- 
tration, submitted the following 


REPORT 


[To accompany H. J. Res. 202] 


The Committee on House Administration, to whom was referred 
House Joint Resolution 202, having considered the same, report 
favorably thereon without amendment and recommend that the 
joint resolution do pass. 0 











85TH ConGrREss ! HOUSE OF REPRESENTATIVES Report 
1st Session No. 58 





PROVIDING FOR THE REAPPOINTMENT OF DR. ARTHUR 
H. COMPTON AS CITIZEN REGENT OF THE BOARD OF 
REGENTS OF THE SMITHSONIAN INSTITUTION 


Fesruary 14, 1957.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Smits of Mississippi, from the Committee on House Administra- 
tion, submitted the following 


REPORT 
{To accompany H. J. Res. 23) 


The Committee on House Administration, to whom was referred 
House Joint Resolution 23, having considered the same, report favor- 
ably thereon without amendment and recommend that the joint 
resolution do pass. 

O 
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1st Session No. 59 





PROVIDING FUNDS FOR THE EXPENSES OF THE STUDY 
AND INVESTIGATION AUTHORIZED BY HOUSE RESO- 
LUTION 128 





Fresruary 14, 1957.—Ordered to be printed 


Mr. Burreson, from the Committee on House Administration, 
submitted the following 


REPORT 


[To accompany H. Res. 158! 


The Committee on House Administration, to whom was referred 
House Resolution 158, having considered the same, report favorably 
thereon with an amendment and recommend that the resolution as 
amended do pass. 

The amendment is as follows: 

Line 1, following ‘““That,” insert “effective January 4, 1957,”. 

Following is the budget submitted by the Special Subcommittee 
To Study Federal Printing and Paperwork of the Committee on 
House Administration: 

The Committee on House Administration, in House Resolution 158, 
is requesting $75,000 to defray expenses of studies and investigations 
of Federal printing, binding, and paperwork, as authorized by House 
Resolution 128. This study was begun in August 1955, pursuant to 
House Resolution 262 of the 84th Congress. 

In requesting $75,000 for the 85th Congress, the subcommittee is 
asking for less money than it anticipates it will actually need. As 
may be observed in table II, below, salaries for our present staff would 
scale approximately $83,000 for the 24 months of the 85th Congress. 
Because it is not possible to foresee all contingencies in conducting a 
complete analysis of the vast governmental printing structure, it is 
my considered judgment that when our 1957 report is submitted at 
the beginning of the second session, we will be in a position to project 
our program for the portion of 1958 not presently set down. 
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2 PROVIDING FUNDS FOR STUDY AUTHORIZED BY H. RES. 128 


Tasxe I.—All-inclusive financial statement 





Bme:3" 49665, Gavough Deo. 31, 1955... 0... cncnccicncccwneedencc0 $8, 577. 38 
Jan, 1, 1006; thrower June 00, 190665 -s.. oe. Se he eee 24, 498. 95 
er 5, Be Ce SOE IEE, BOO oncccceek cnc accccedeceesdeces 27, 344. 95 
DR I CTT WORD 6 Sovin ik dike cctrcticrteeimacncees 60, 421. 28 
Is 5 ciicsiniivnbtiicnctinncnininmambndiedenmnasaanaentl 75, 000. 00 
IRI INE onic sais caiecn aaa scteen maak mia tidiitad 14, 578. 82 


Tasie I1.—Estimated operating expense (on 24-month basis) 





Monthly /|Gross salaries 





gross (24 months) 

Staff members: 
a a $1, 010. 96 $24, 262. 04 
IIIT. 5 2 so sp cusnsipieenieiacenanlsaaaan ire aaiaaiaetinaacnaatae 949. 03 22, 776. 72 
Technical adviser 049. 03 22, 776. 72 
EY Cac eidtncrwntdinnnccencadébbnsansnobsubaesedegemaineel 549. 25 13, 182. 00 
Total estimated salaries Kind ditpdiddidislaidcadiiadascbisiguhisopsebbuchuhs 82, 997. 48 





Other expense (estimated for 24 months): 
Stationery and supplies 300. 00 

NI UII OI a wn Sessile cen tah ees eines gp Paine iat 600. 00 
Travel of members and staff 4, 000. 00 

3, 000. 00 

900. 00 


Expenses of members and staff 
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AUTHORIZING THE PRINTING OF 5,000 ADDITIONAL 
COPIES OF HOUSE REPORT NO. 2966, 84TH CONGRESS 


Fresruary 14, 1957.—Ordered to be printed 


Mr. Hays of Ohio, from the Committee on House Administration, 
submitted the following 


REPORT 


[To accompany H. Con. Res. 62) 


The Committee on House Administration, to whom was referred 
House Concurrent Resolution 62, having considered the same, report 
favorably thereon without amendment and recommend that the con- 
current resolution do pass. 

This concurrent resolution would print, for the use of the Select 
Committee on Small Business of the House of Representatives and the 
House Document Room, 4,000 copies and 1,000 copies, respectively, 
House Report No. 2966, 84th Congress. This report deals with the 
subjects of price discrimination, the Robinson-Patman Act and the 
Attorney General’s National Committee to Study the Antitrust Laws. 
The demand for copies of the report is exceptionally heavy from those 
who are teaching and writing on the subjects covered by the report, 
especially in the light of the fact that the report is useful in studying 
and considering pending proposed legislation on price discrimination. 

The estimated cost of printing is $2,222.31. 


O 








85TH CoNGRESS HOUSE OF REPRESENTATIVES { Report 
1st Session No. 61 


OOOO EES 


AUTHORIZING THE PRINTING OF ADDITIONAL COPIES OF THE 
HEARINGS ON THE NATIONAL HIGHWAY PROGRAM FOR THE 
USE OF THE COMMITTEE ON PUBLIC WORKS 


Frerrvuary 14, 1957.—Ordered to be printed 


Mr Hays of Ohio, from the Committee on House Administration, 
submitted the following 


REPORT 


(To accompany H. Con. Res. 82] 


The Committee on House Administration, to whom was referred 
House Concurrent Resolution 82, having considered the same, report 
favorably thereon with an amendment and recommend that the con- 
current resolution, as amended, do pass. 

The amendment is as follows: 

Line 3, strike out the word “one” and insert in lieu thereof the 
word “two.” 

The Subcommittee on Roads of the Committee on Public Works 
held hearings during the 84th Congress on the national highway pro- 
gram. Because of the widespread interest in this program, the com- 
mittee has received many requests for additional copies from libraries, 
colleges, trade associations, and State highway officials. 

The estimated cost of printing is $1,729.84. 


O 
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AUTHORIZING THE PRINTING OF THE UNITED STATES 
DEFENSE POLICIES SINCE WORLD WAR II AS A HOUSE 
DOCUMENT 





Fesruary 14, 1957.—Ordered to be printed 


Mr. Hays of Ohio, from the Committee on House Administration, 
submitted the following 


REPORT 


(To accompany H. Res. 97] 


The Committee on House Administration, to whom was referred 
House Resolution 97, having considered the same, report favorably 
thereon without amendment and recommend that the resolution do 
pass. 

This resolution would permit the printing of a very important docu- 
ment relating to our defense. It is a document which outlines in the 
clearest and most precise chronological fashion the policies of our 
Government since World War II in the field of defense. It provides 
an intelligent appraisal of the defense course which we have followed 
in the recent past. It would afford Members of Congress an extremely 
valuable ready reference to the complex, varied, and numerous inter- 
national meetings, laws, statements of policy and other such matters 
which are necessary to those who must consider and make decisions 
with respect to the policies which may be laid down for the future. 
This volume is actually a whole library compacted to a size which is 
convenient for all. 


O 
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AUTHORIZING THE PRINTING OF ADDITIONAL COPIES OF THE 
HEARINGS ON EXCISE TAXES HELD BY THE COMMITTEE ON 
WAYS AND MEANS DURING THE 84TH CONGRESS, 2D SESSION 


Fesruary 14, 1957.—Ordered to be printed 


Mr. Hays of Ohio, from the Committee on House Administration, 
submitted the following 


REPORT 


[To accompany H. Con. Res. 104] 


The Committee on House Administration, to whom was referred 
House Concurrent Resolution 104, having considered the same, 
report favorably thereon without amendment and recommend that 
the concurrent resolution do pass. 

These hearings present testimony from a wide variety of taxpayer 
groups and organizations, not only on excise tax administrative and 
technical problems, but also on basic policy matters related to our 
excise tax structure and rates. A tremendous amount of interest in 
this subject among these groups throughout the country was manifest. 

The estimated cost of printing is $3,388.10 


O 
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AUTHORIZING THE PRINTING OF ADDITIONAL COPIES 
OF PUBLIC LAW 880, 84TH CONGRESS, THE SOCIAL 
SECURITY AMENDMENTS OF 1956 


Fesruary 14, 1957.—Ordered to be printed 


Mr. Hays of Ohio, from the Committee on House Administration, 
submitted the following 


REPORT 


(To accompany H. Res. 120} 


The Committee on House Administration, to whom was referred 
House Resolution 120, having considered the same, reports favorably 
thereon without amendment and recommends that the resolution do 


pass. 
O 











85TH CoNnGREsS HOUSE OF REPRESENTATIVES Report 
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PROVIDING FOR THE PRINTING WITH ILLUSTRATIONS AND BIND- 
ING OF PROCEEDINGS IN CONNECTION WITH THE ACCEPT- 
ANCE OF THE STATUE OF THE LATE CHIEF JUSTICE EDWARD 
DOUGLASS WHITE 





FesrRuary 14, 1957.—Ordered to be printed 





Mr. Hays of Ohio, from the Committee on House Administration, 
submitted the following 


REPORT 


{To accompany 8. Con Res. 6] 


The Committee on House Administration, to whom was referred 
Senate Concurrent Resolution 6, having considered the same, report 
favorably thereon without amendment and recommend that the 
concurrent resolution do pass. 

The estimated cost of printing is $2,934.35. 
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PRINTING FOR THE COMMITTEE ON PUBLIC WORKS CERTAIN 
DATA ON THE ARKANSAS, WHITE-RED RIVER BASINS AND 
WATER RESOURCES OF THE NEW ENGLAND-NEW YORK REGION 





Fesruary 14, 1957.—Ordered to be printed 


Mr. Hays of Ohio, from the Committee on House Administration, 
submitted the following 


REPORT 


[To accompany S. Con. Res. 7] 


The Committce on House Administration, to whom was referred 
Senate Concurrent Resolution 7, having considered the same, report 


favorably thereon without amendment and recommend that the con- 
current resolution do pass. 


The estimated cost of printing is $18,565.41. 


O 
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SPANISH SHEEPHERDERS 


Feprvuary 14, 1957.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Watrsr, from the Committee on the Judiciary, submitted the 
following 


REPORT 
{Pursuant to H. Res. 107, 85th Cong.] 


This report represents the observations, findings, and recommenda- 
tions of a subcommittee of the Committee on the Judiciary in charge 
of legislation pertaining to immigration and nationality matters. 
The studies referred to in the instant report were conducted under the 
authorization contained in House Resolution 22 of the 84th Congress, 
and the report itself is presented under House Resolution 107 of the 
85th Congress. 


ADMISSION OF SHEEPHERDERS UNDER SPECIAL LAWS 


On September 3, 1954, the third of a series of laws ' authorizing the 
admission of a number of aliens skilled in sheepherding was enacted. 
A total of 1,135 skilled sheepherders were authorized to be admitted 
under the 3 laws. The total allocation has been used and entries of 
the aliens were duly recorded. With a few exceptions, all were 
charged to the immigration quota for Spain. 


NONCOMPLIANCE WITH LEGISLATIVE INTENT 


During the years 1955-56 the Committee on the Judiciary was ap- 
prised of the fact that a considerable number of sheepherders ad- 
mitted under the three legislative enactments abandoned their 
employment with ranchers who sponsored their admission and ob- 
tained employment elsewhere. An investigation undertaken by 
the committee revealed the fact that due to action undertaken by 
certain private employment brokers, an increasing number of sheep- 
herders admitted under the three laws are being continuously induced 
into accepting employment outside of the sheep- -growing industry. 

The investigation has further revealed that a large number of 
alien sheepherders remain in violation of those provisions of the immi- 


1 Public Law 587, 81st Cong.; Public Law 307, 82d Cong Public Law 770, 83d Cong. See appendix. 
1 
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gration laws which impose upon them the duty of filing address report 
cards.* It has been further ascertained that a number of alien sheep- 
herders under 27 years of age are in violation of the registration 
provisions of the Selective Service Act while others who ‘enjoy a 
special deferment due to their employment by the sheep-growing 
industry remain in deferred status after they have changed employ- 
ment to a noncritical industry. 

It has been found by the committee that in many instances it is 
difficult to locate those who have changed employment. It is known 
however, that a considerable number of aliens admitted as skilled 
sheepherders under special legislation, have been found at work in 
restaurants, in the dairy industry, in the mining industry, or have 
accepted employment as domestic servants. 

The committee has further ascertained a number of instances of 
abuses of the law by certain ranchers who brought to the United 
States under the special laws their relatives who had never worked in 
the sheep-breeding industry. 

A case in point is one known to the committee where a restaurant 
owner in Fresno, Calif., applied to the California Range Association 
to help him bring 2 of his nephews to the United States under 1 of the 
special acts. The California Range Association declined the request, 
whereupon the restaurant owner contacted a sheep rancher who 
sponsored the admission of the two aliens, representing them to be 
skilled sheepherders, The restaurant owner paid the cost of their 
transportation and the two aliens were admitted. They worked for 
the rancher for a short period of time, and are now employed in the 
restaurant owned by their uncle. 

The situation is further complicated by the fact that the marketing 
time for sheep varies in different geographical regions of the Western 
and Mountain States. Consequently, the demand for the services of 
experienced sheepherders is greater during certain periods of the year 
while it lessens at other periods of time. There is also more demand 
for the services of skilled sheepherders during the lambing season. In 
certain localities, particularly in California, a high percentage of 
sheepherders are used the year around. However, a certain per- 
centage of the herders, particularly in Nevada, are employed for only 
7 or 8 months out of each year. During the slack season many sheep- 
herders drift into industries other than the sheep-breeding industry 
and many of them never return to their original employers. 

It is not intended to imply herein that the organizations of ranchers 
have been guilty of violation or circumvention of the law. On the 
contrary, the committee is well aware of repeated efforts on the part 
of the California Range Association, as well as individual ranchers, 
to undertake steps designed to rectify the situation and to maintain 
the employment of sheepherders as intended by the three legislative 
enactments. 

IMPORTATION OF SKILLED LABOR 


A careful review of the circumstances and conditions of employment 
of skilled alien sheepherders admitted under legislation which granted 
them special privileges with respect to issuance of visas, has been 
undertaken by the committee in conrection with the broader issue of 
importation of skilled aliens whose services are determined to be bene- 


4 Sec. 265 of the Immigration and Nationality Act (Public Law 414, 82d Cong.). 
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ficial for American agriculture, industry, institutions of learning and 
research, health institutions, etc.’ 

In that connection, it is necessary to refer to House Report No. 1570, 
84th Congress, submitted to the House of Representatives on July 29 
1955, containing an extensive discussion of the importation of skilled 
foreign laborers from the British West Indies.‘ 

Following the recommendations made in the report above men- 
tioned, the importation of agricultural workers from the British West 
Indies has been satisfactorily arranged. 

Since December 24, 1956, British West Indies workers are entering 
the United States pursuant to the provisions of section 101 (a) (15) 
(H) (ii) of the Immigration and Nationality Act. This section of 
law requires that the prospective employer file a petition with the 
local office of the Service giving information as to the number of 
workers he desires to import and the conditions of such employment. 
Such petitions must be supported by a clearance order from the United 
States Employment Service certifying to the unavailability of needed 
workers in the area. If the Service is satisfied of the need for the 
proposed workers and the conditions under which they will be em- 
ployed the petition may be approved. Thereafter, the workers may 
apply for admission to the United States as a nonimmigrant tempo- 
rary worker (8 C. F. R. 214h). Such workers are exempt from visas 

ursuant to the provisions of title 8, section 212.5, Code of Federal 
egulations, but must present passports. 

As of August 27, 1956, there were 8,859 British West Indies agri- 
cultural workers employed in the United States. These workers 
were employed in Florida, Wisconsin, New York, Minnesota, Maine, 
Indiana, Illinois, New Hampshire, Michigan, Maryland, New Jersey, 
and Connecticut. On the following dates the numbers shown were 
in the United States: °® 


aly (2s GOR. otis cnc tewais L 12. 250} Jems 3s 20666 6 ncn ache de 10, 068 
oS eee 1OOLGt dike By TWGO. <acgucsciges eee 7, 671 
UNG: 2) SROE: cons ccdkbubie nan 12, 9OS.I Jam. 1, 1966.0 ee ea 10, 198 
Ue. 2, FO. o cueecceedud tee 13, 888} July 21,1986. ...2lsu ks ek 8, 637 
eee 3 NSS. Ses se ce eeubses 11, 490 


Workers admitted under this program or any other workers ad- 
mitted for temporary periods may not remain in the United States 
for more than 3 years consecutively, except when a worker is granted 
an extension of stay prior to the termination of the 3-year period 
and such extension will not keep him in the United States for more 
than 6 months beyond the 3-year period. 

Recent inquiry into the allegation that British West Indies workers 
were working for substandard wages developed the fact that this was 
not true. The AFL-CIO News of July 7, 1956, contained an article 
entitled ‘‘West Indies Labor Program Helps U. S. Migrants’ where 
the following findings were made: 

1. Earnings of British West Indies workers.are slightly higher 
than those of domestic workers in same area. 

2. Conditions in the camps are generally better than those in 
the typical labor camp through the United States. 


Oc Sees. 101 (a) (15) (H) and 203 (a) (1) ofthe Immigration and Nationality Act (Public Law 414, 82d 
ong.). 


4 Findings and recommendations of a special subcommittee of the Committee on the Judiciary composed 
of Representatives DeWitt S. Hyde (chairman), Patrick J. Hillings, and Byron G. Rogers, with Walter M. 
Besterman, staff member of the Committee on the Judiciary, acting as consultant, and Bessie M. Orcutt 
staff member of the Committee on the Judiciary, acting as executive secretary, 

‘Source: Immigration and Naturalization Service, Department of Justice. 
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3. Improved conditions negotiated for British West Indies 
workers brought about improvement in camps of other workers. 

4. Enforcement by British West Indian Government is better 
than that required by compliance officers of the United States 
Government in the Mexican program. 

5. Labor relations record of British West Indies program is 
excellent. British West Indies workers may not be brought in 
as strikebreakers. 

The British West Indies program has not only been free of 
serious racial problems, but has actually worked to lessen racial 
tensions in areas where British West Indies workers are used. 

The record of abscondence among British West Indies workers has 
been relatively good. During the calendar year of 1955, there were 
315 workers reported as “skips.”” During this same period there 
were a total of 16,553 workers in the United States; 10,068 on Janu- 
ary 1, 1955; 6,487 admitted; 5,746 departed legally; 101 in illegal 
status departed. 

It is found that the program of importation of agricultural workers 
from the British West Indies is operating satisfactorily and is bene- 
ficial to both the United States and the British West Indies. The 
program provides employers in the United States with the needed 
workers at the time at which their services are required. The pro- 
gram does not affect adversely similar categories of workers in the 
United States, and the program is adequately policed by appropriate 
United States and British West Indies governmental agencies. No 
complaints from labor unions have been registered. 

Recommendations 

Having thoroughly reviewed the conditions surrounding the impor- 
tation and the employment in the United States of alien sheepherders 
brought to this country under special legislation, the committee be- 
lieves that in many cases American employers and the industry of 
this country have not fully benefited from their services as intended 
by applicable laws. Moreover, the situation created by the repre- 
hensible conduct of certain alien sheephereders who, having been 
admitted to the United States under special legislation, have left 
their chosen field of work and turned to other occupations, is further 
aggravated by the fact that while the sheepherders have gained ex- 
peditious admission to the United States, other aliens are patiently 
awaiting their turn on the quota lists. 

It is recommended that the practice of admitting alien sheeph+rders 
under special legislation should be discontinued and that the problem of 
supplying legitimate needs of the American sheep-raising and woolgrow- 
ing industry, should be met administratively under existing general law, 
specifically under section 101(a)(15)(H) (it), of the Immigration and 
Nationality Act, which section vs being used for the purpose of supplying 
other branches of the American economy with needed workers. It does 
not appear necessary that the importation of a relatively small number of 
sheepherders from Spain should be regulated by intergovernmental agree- 
ments similar to an agreement under which a much larger number of 
Mexican. workers are entering the United States. 

It is further believed that the employment in the sheep-raising and 
woolgrowing industry is not different in nature from the employment 
of foreign skilled wor ‘ers in other branches of agriculture and industry. 
It is not believed that the sheepherders should benefit from a special, 
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preferential and privileged treatment and that they should be admitted 
as immigrants entering this country for permanent residence, | In- 
quiries and studies have conclusively shown that the legitimate interest 
of American employers will be better served.if workers for the sheep- 
raising and woolgrowing industry were admitted temporarily for 
appropriate periods of time, and that at. the conclusion of such periods 
they were required to return to their country of origin and to their 
families, while other workers—from domestic labor sources, if avail- 
able—or other foreign workers similarly skilled be given opportunity 
to accept temporary employment. 

It is urged that the Immigration and Naturalization Service, by 
regulations, implement the recommendation ‘herein contained using the 
experiences obtained in the administration of the British West Indies 
program and that regulations herein suggested be patterned upon those 
applicable to the admission of the Britush West Indies workers in a 
temporary status. It is recommended that prior to the issuance of the 
regulations above-mentioned, the Immigration and Naturalization Service 
consult with the Department of Labor, with the interested labor unions, 
with the National Wool Growers Association of Salt Lake City, Utah, and 
with the California Range Association of Fresno, Calif., as well as ‘with 
their territorial subdivisions and affiliated organizations. 


FAMILY REUNION PLAN 


A study undertaken by a special. subcommittee of the Committee 
on the Judiciary in Spain in May 1955 ® disclosed that a number of 
wives and children of sheepherders admitted under special legislation, ? 
remained in Spain in distressed condition because of their inability to 
obtain immigration visas under the heavily oversubscribed quota 
for Spain. 

The wives and minor children of the sheepherders admitted for 
permanent residence are eligible to obtain immigrant visas under 
third preference of the immigration quota for Spain. That portion 
of the Spanish quota is, howéver, héavily oversubscribed and as of the 
end of 1956, applications for this category of immigrants were con- 
sidered by United States consular offices in Spain ‘in cases where 
petitions were filed prior to August 1, 1953. It could reasonably be 
expected that there will be a delay of several years before the turn 
of the wives and children of Spanish! sheepherders already in the 
United States could be reached, and it is therefore believed that an 
effort should be made to relieve this sit#ation in an equitable and 
humanitarian manner. 

In the first session of the 84th Congress, a bill, H. R. 6888, passed 
the House providirg for the issuance ‘of special nonquota immigrant 
visas to wives and minor children of Spanish sheepherders admitted 
under the three special legislative enactments discussed in the instant 
report. The Senate passed the bill H. R. 6888, with amendments, but 
due to the adjournment of the Eighty-fourth Congress no final action 
was taken on the measure. 


* The special subcommittee was composed of Representatives Francis E. Walter (chairman), Chauncey 
W. Reed, and William M. McCulloch, with Walter M. Besterman and V. T. Benn, staff members, Com- 
mittee on the Judiciary, acting as special consultants, 

? Supra. 
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Recommendation 


It is recommended that legislation be enacted granting nonquota immi- 
grant status to wives and minor children of Spanish sheepherders ad- 
mitted to this country for permanent residence. 


IMMIGRATION QUOTA FOR SPAIN 


The two special sheepherders acts enacted by the 81st and 82d 
Congresses, supra, in authorizing the issuance of a total of 750 quota 
immigrant visas to skilled sheepherders contained a provision under 
which the Secretary of State was directed to deduct the appropriate 
quota numbers from the immigration quota assigned to the country 
in which the beneficiaries of those two laws were born. This provision 
had the effect of “mortgaging” the future quota for Spain through the 
fiscal year 1960 while other quota deductions authorized by public 
and private legislation further cut down the quota for Spain * through 
the fiscal year 1963 as reflected by the following table: 


Breakdown of Spanish quota mortgages as of Nov. 18, 1956 ' 


Fiscal years 





1956 | 1957 | 1958 | 1959 | 1960 | 1961 | 1962 | 1963 | Total 


Displaced Persons Act, as amended Public 
Law 555, 81st Cong : 


Sheepherders Act, Public Law 587, 81st Cong... 


Veseend iiaebgendtitbouees leeinaiinebegetoosgok 41 
Sheepherders Act, Public Law 307, 8ist Cong.-. 125 | 125] 112 OP letiteietiittescactsecsea 449 
rn oe es Sh iccccecdbuntl “Sb MebesdRedsca ithe 4 25 1 62 
ee IG, , mnnsies aml » eemnan tensed 13 41 121 a 300 
OC, DEE GE NNNTIER Bo nnd caccsucnscetectathnt técalebbonkIneenes iccced icccolebteny 9 8 17 


125} 125 | 125) 125| 125) 125 








1 Source: Visa Office, Department of State. 
3 Act of Feb. 5, 1917, as amended. 
3 Immigration and Nationality Act. 


While the immigration quota allocated to natives of Spain remains 
reduced, the unmet demand under that quota reached, as of November 
1, 1956, a total of 12,257 pending applications including the unmet 
demand for first-preference immigrants * and a considerable number of 
second-, third-, and fourth-preference immigrants who are close 
relatives of citizens of the United States or of aliens admitted for 
permanent residence. 

The unmet demand under the quota for Spain is reflected in the 
following table: 


Unmet demand under Spanish quota as reported by consular officers on Nov. 1, 1956" 





a es leaeasssli iad eobiale 33 170 203 


IGS hand. cc cocetebeesieeseodtscbtanennbeassadeak’. 21 134 155 
Ca aT ENE NS EMRE! 38 79 117 
SII, 2. on cate ra hetnesdhinbbabeishseustbbibbiasstssahaadeinonte® 519 549 
le 5 11, 228 11, 233 





4 Source: Visa Office, Department of State. 


§ 250 ann 


ually. 
id Skilled specialist defined in sec. 208 (a) (1) of the Immigration and Nationaity Act (Public Law 
4, ong.). 
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Under section 2 of the,bill, H. R. 6888,°84th Congress, it was pro- 
vided that all outstanding charges against the current and fiiture 
immigration quota for Spain be canceled. The bill, approved by the 
House and by the Senate, with amendments, failed of enactment due 
to the adjournment of the 84th Congress, 


Recommendation 


It is recommended that legislation be enacted providing for the cancella- 
tion of those charges against the future immigration quota for Spain, 
effective June 30, 1957, which ensued from the enactment of special 
legislation enabling the expeditious entry of Spanish sheepherders. 
The enactment of this legislation will have the effect of making avail- 
able for natives of Spain an additional 320 quota numbers under the 
Spanish quota during a 3-year period beginning July 1, 1957. 











APPENDIX 





I 
[Pustic Law 587—81st Conergss] 
[CHAPTER 423—2p SEssion] 


([S. 1165] 
AN ACT 


To provide relief for the sheep-raising industry by making special quota immigra- 
tion visas available to certain alien sheepherders 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That, for a period of one 
year after the effective date of this Act, in any case in which the 
Attorney General, under the authority of the fourth proviso to section 
3 of the Immigration Act of 1917 (U.S. C., title 8, sec. 136), grants 
permission for the importation of a skilled sheepherder into the United 
States and the investigation of the application for such importation 
discloses that— 

(1) the employment offered such skilled sheepherder is per- 
manent, and 
(2) no immigration quota number of the country of which such 
alien sheepherder is a national is then available, 
a special immigration visa may be issued to such alien sheepherder 
as provided in this Act: Prowded, That such alien sheepherder is 
otherwise admissible into the United States for permanent residence. 

Sec. 2. The Attorney General shall certify to the Secretary of State 
the name and address of every skilled sheepherder for which an 
application for importation under the fourth proviso to section 3 of 
the Immigration Act of 1917 has been approved. If a quota number 
is not then available for such alien sheepherder, the proper consular 
ol ‘ficer may issue a special quota immigr ation visa to such alien sheep- 
herder. Upon the issuance of such visa the proper quota-control officer 
shall deduct one number from the appropriate quota for the first year 
that such quota is available: Provided, That not more than 50 per 
centum of any quota shall be deducted under the provisions of this Act 
in any given fiscal year. 

Sec. 3. (a) There shall not be issued more than two hundred and 
fifty special quota immigration visas under this Act. 

(b) Nothing contained in this Act shall be construed as increasing 
the immigration quota of any country or of altering the requirements 
for admission of aliens into the United States. 

Approved June 30, 1950. 


8 
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Il 
[Pustic Law 307—82p Coneress] 
[(CHapreR 171—2p Session] 
[S. 2549] 
AN ACT 


To provide relief. for the sheep-raising industry by making specia quota immi- 
gration visas available to certain alien sheepherders 


Be it enacted by the Senate and House of Representatwes of the United 
States of America in Congress assembled, That, for a period of one year 
after the effective date of this Act, in any case in which the Attorney 
General, under the authority of the fourth proviso to section 3 of the 
Immigration Act of 1917 (U.S. C., title 8, sec. 136), grants permission 
for the importation of a skilled sheepherder into the United States and 
the investigation of the application for such importation discloses: 
that— 

(1) the employment offered such skilled sheepherder is perma- 
nent; and 

(2) no immigration quota number of the country of which such 
alien sheepherder is a national is then available, a special immi- 
gration visa may be issued to such alien sheepherder as provided 
in this Act: Provided, That such alien sheepherder is otherwise 
admissible into the United States for permanent residence. 

Suc. 2. The Attorney General shall certify to the Secretary of State 
the name and address of every skilled sheepherder for which an appli- 
cation for importation under the fourth proviso to section 3 of the 
Immigration Act of 1917 has been approved. If a quota number is 
not then available for such alien sheepherder, the proper consular 
officer may issue a special quota immigration visa to such alien sheep- 
herder. Upon the issuance of such visa the proper quota-control 
officer shall deduct one number from the appropriate quota for the 
first year that such quota is available: Promded, That not more than 
50 per centum of any quota shall be deducted under the provisions 
of this Act in any given fiscal year. 

Sec. 3. (a) There shall not be issued more than five hundred special 
quota piacianation visas under this Act. 

(b) Nothing contained in this Act shall be construed as increasing 
the immigration quota of any country or of altering the requirements 
for admission of aliens into the United States. 

Approved April 9, 1952. 
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IIl 
[Pustic Law 770—83p Conaress] 
[CuaprerR 1254—2p Session] 


{S. 2862} 
AN ACT 


To provide relief for the sheep-raising industry by making special nonquota 
immigrant visas available to certain skilled alien sheepherders 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That, for a period of one year 
after the effective date of this Act, in any case in which the Attorney 
General, under the authority of section 204 of the Immigration and 
Nationality Act, grants permission for the importation of a skilled 
alien sheepherder into the United States and the investigation of the 
application for such importation discloses that— 

(1) the employment offered such skilled alien sheepherder is 
permanent; and 

(2) no immigration quota number of the quota to which such 
skilled alien sheepherder is chargeable under section 202 of the 
Immigration and Nationality Act is then available, a special 
nonquota immigrant visa may be issued to such skilled alien 
sheepherder as provided in this Act: Provided, That such skilled 
alien sheepherder is otherwise eligible to receive an immigrant 
visa under the immigration laws. 

Sec. 2. The Attorney General shall certify to the Secretary of State 
the name and address of every skilled alien sheepherder for which 
an application for importation under section 204 has been approved. 
If a quota number is not then available for such skilled alien sheep- 
herder, the proper consular officer may issue a special nonquota immi- 
grant visa to such skilled alien sheepherder. 

Src. 3. (a) There shall not be issued more than three hundred and 
eighty-five special nonquota immigrant visas under this Act. 

(b) Nothing contained in this Act shall be construed as increasing 
the immigration quota of any country or of altering the requirements 
for admission of aliens into the United States. 

Sec. 4. Any alien who is excludable because of the conviction of a 
misdemeanor classifiable as a petty offense under the provisions of 
section 1 (3) of title 18, United States Code, by reason of the punish- 
ment actually imposed, or who is excludable as one who admits the 
commission of such misdemeanor, may hereafter be granted a visa 
and admitted to the United States, if otherwise admissible: Provided, 
That the alien has committed only one such offense. 

Approved September 3, 1954. 


O 
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TREASURY AND POST OFFICE DEPARTMENTS, AND THE 
TAX COURT OF THE UNITED STATES APPROPRIATION 
BILL, 1958. 





Fesruary 15, 1957.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. Gary, from the Committee on Appropriations, submitted the 
following 


REPORT 


[To accompany H. R. 4897] 


The Committee on Appropriations submits the following report in 
explanation of the accompanying bill making aypropriations for the 
Treasury and Post Office Departments and the Tax Court of the 
United States for the fiscal vear 1958 

The estimates considercd by the Committee are contained in the 
1958 Budget (H. Doc. No. 16), as follows: Treasury Depart~ent, 
pages 888-936; Post Office Department, pages 850-859; and Tax 
Court of the United States, page 170. 


APPROPRIATIONS AND ESTIMATES 


The following table summarizes the amounts of the direct annual 
appropriations recommended in the bill in comparison with the 
corresponding estimates and 1957 appropriations: 








Treasury Post Office | Tax Court of 
Department | Department | the United Total 
States 
| 
Ronsemrtetiont: 1007 5... dactctedidbsdsandemes $648, 569, 850 |$2, 984, 340, 000 $1, 365, 000 |$3, 634, 274, 850 
Estimates, 1958 i a a ee 713, 831, 000 | 3, 256, 000. 000 1, 460, 009 | 3, 965, 291, 000 
Recommended in bill, 1958......-.-.--....-.-- | 691, 467, 000 | 3, 192, 000, 000 1, 460, 000 | 3, 881, 927, 000 
Bill compared with 1957 appropriations. -.....| +42, $97, 150 | +207, 660, 000 +95, 000 , +250, 652, 150 
Increase required for retirement fund 
Com tri OD | on altdc dais ch ohio sacnes’ 23, 058, 357 131, 482, 059 68, 500 | +-154, 608, 916 


Comparative change from 1957 appro- 
DEINE cccennunetacraimeeeneningsl +19, 838, 793 | -+-76, 177, 941 
— 9) 


+26, 500 
Bill compared with estimates. ................ } . 364, 000 | ~—58, 000, 000 


+9A, 043, 234 
—80, 364, 000 
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SUMMARY OF THE BILL 


Titles I, II, and III of the accompanying bill contain recommenda- 
tions for regular annual appropriation totalling $3,884,927,000, 
amounting to a reduction of $80,364,000 in the estimates. The 
amount recommended for the fiscal year 1958 is $250,652,150 above 
the amount appropriated for 1957; however, approximately $191.1 
million of this increase results from statutory requirements, princi- 
pally affecting employee pay and benefits. 

Thus the amount provided in this bill above that appropriated last 
year is but $59.5 million for the multitudinous increases in physical 
volume of work (mail to be carried, currency issued, securities issued 
and recorded, ships and persons to be inspected, etc.), which inexor- 
ably follow the increase in our Nation’s population and its economic 
wealth. 

The mandatory items making up the bulk of the increase, and their 
purposes, are as follows: 


million 
Employer contribution to Civil Service Retirement Fund_.......-.---- $154. 6 
Postal employees automatic pay increases__...........---.-.-------- 24. 5 
I IT iia re es emai ws n tae mo wo ar 8. 0 
inoroate ie retirom, Sous’ Gusta oo ie ogc dg so 5 ec ak Ue a 1.5 
Employer contribution to Social Security for military personnel____.___ 1.4 
Reimbursement to Post Office for registry I sos 5s Se eh il cients oid 
Biennial payment of fidelity bond premiums, Post Office_..........-.-- .4 


It should be noted that the largest of these items, the contribution 
to the Civil Service Retirement Fund required by Public Law 854, 
84th Congress, does not represent a new item insofar as the total ex- 
penditures of the Federal Government are concerned, since an appro- 
priation covering the aggregate contribution for Federal employees 
was included in 1957 in the Independent Offices Appropriation Act. 

The budget provides an estimated average employment for fiscal 
year 1958 of 638,200, including military personnel of the Coast Guard, 
as compared with a presently estimated average for 1957 of 620,700 
an increase of 17,500. The amounts recommended in the acc ompany- 
ing bill should result in reductions of approximately 9,500 in the esti- 
mated average employment for 1958. 

In arriving at its decisions on each of the individual appropriation 
items, the Committee took into consideration savings already affected 
as a result of i improved management and administration, the manda- 
tory requirements summarized above, and the urgency of the services 
for which additional funds were requested. Conclusions, as to each 
of the items of appropriation, are set forth under the individual 
headings in the following text. 


PERMANENT APPROPRIATIONS AND TRUST FUNDS 


The Departments and agencies included in this bill have the re- 
sponsibility for administering a total of $22.2 billion in budgeted 
Federal funds, including the $3.9 billion herein recommended for 
regular annual appropriation. Of this total, the Treasury Depart- 
ment has by far the largest responsibility in connection with the 
administration of various permanent indefinite appropriations and of 
certain trust funds, none of which requires Congressional action in the 
regular annual appropriation bills. 
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The permanent indefinite appropriations are estimated to total 
$8,085,923,970 for fiscal year 1958, an increase of $88,635,452 over 
the presently estimated total for 1957. The largest single item in this 
category is “Interest on the public debt” which is estimated to be 
$7,300,000,000 in 1958, and increase of $100,000,000 over the current 
estimate for 1957. 

The estimated total of all trust funds administered by the Treasury 
is $10,278,122,727 for 1958, an increase of $780,262,261 over the current 
estimate for 1957. The trust funds are not charges against the general 
revenues of the Treasury. ‘The largest of these funds is the “Federal 
old-age and survivors insurance trust fund” estimated at $7,504,508,- 
253 for 1958 as compared with $7,313,217,389 in 1957. 

Detailed estimates for each of these various permanent appropria- 
tions and trust funds are contained in a tabulation at the conclusion 
of this report. 


TITLE I—TREASURY DEPARTMENT 





Pepproptiations, 1068 60.0 .a.- ip cic ccunen pend ae date edebinet $648, 569, 850 
Sadie, BOON. «aici dina ctycablen tutes caieiesistiaiies SEs "713, 831, 000 
Reduction by the committee... 22.6 i. i elt... 22, 364, 000 


Recommended in the bill for 1958_..........------_-_ . 691, 467, 000 


hanes from 1957 appropriations... .. . -nccanaccndiinbuneans + 42, 897, 150 
Increase for retirement fund contribution................---_-- 23, 058, 357 





enh haan daipaditictipiss data att + 19, 838, 793 


In the accompanying bill, the committee recommends regular 
annual appropriations for the Treasury Department in the amount 
of $691,467,000. These total $42,897,150 above the appropriations 
for 1957, and represent reductions of $22,364,000 in the budget 
estimates. Committee action with respect to each item is noted 
below. 


Comparative change from 1957 


OFFICE OF THE SECRETARY 





Appropriation, 1957... 0. 2 uid. 5s. 45 -stnssdns ose semen $2, 900, 000 
Detiinede WORN. <a. 4. airatte chranie guste tea en cee 3, 124, 000 
eduction by, the committee... .... 4... ~ sss e¢econpen«aie ae dubncewe 36, 000 

Recommended in the bill for 1958___......-..-._---- -_. 3, 088, 000 
Change from 1057 appropriation. ..u.. W. << nus<saccne-cnaecansom 4188, 000 
Increase for retirement fund contribution_._...........-._ 2. 157, 200 


fica. eh steed +30, 800 

The amount of $3,088,000 recommended by the Committee is a re- 
duction of $36,000 in the estimate. The increase of $188,000 over the 
1957 appropriation will permit of payment of (1) the employer’s share 
to the Civil Service Retirement and Disability Fund, as required by 
Public Law 854, 84th Congress; (2) approximately $10,000 as the cost 
of the 261st working day in fiscal year 1958; (3) approximately $12,000 
representing the increased cost of steam heat furnished by the General 
Services Administration; and (4) a modest program of office equipment 
replacement. 


Comparative change from 1957 
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Bureau or Accounts 


SALARIES AND EXPENSES 








ammonstotion, 1057 16 5..6:4 nd +b ip ennenuk bled ae dan Riaw te $3, 007, 000 
UT a eax d ae eee a eee ~ 3, 155, 000 
Reduction by the committee. .._...-.. 2-22.22 eee 30, 000 

Recommended in the bill for 1958......-...-_-._-_--_-.- 3, 125, 000 
Cisne Gir 2U0e MERODTINGON 8 Soc ow melee enna eb seeion £118, 000 
Increase for retirement fund contribution_._......._.._____-_L- Le 115, 000 

Comparative change from 1957_...4.........2.......-..i- +3, 000 


For this activity, the principal item of which is the cost of financial 
reporting and maintaining of the government’s central accounts, 
the Committee recommends an appropriation of $3,125,000. The 
amount proposed is a reduction of $30,000 in the estimates and an 
increase of $118,000 over the appropriation for 1957, virtually all of 
which is required to meet the retirement fund contribution. 


DIVISION OF DISBURSEMENT 








ONE, ROI soos in Ss hipaa son ws wll os nian co alla alae ae ores ya cose $16, 275, 000 
IID 2 > aos ct nina as ep aa ulinen Se aries earth’ Ses rage pene aied is matin ae 17, 5 95 ), 000 
Redustion by the committee...< . 656026 cose eeu i sada 595, 000 

Resotiimended in the bill for 1958... ......-.......-....-- 1, 000, 000 
Chane frau 1957. appropriation nen o)c ind dab po omens ne ncwnn +725, 000 
Increase for retirement fund contribution.........---..--------- 421, 655 

Comparative change from 19572_....-..-2-2.2-------..0. +. 303, 345 


An appropriation of $17,000,000 is recommended for the Divi ision, 
an increase of $725,000 above the appropriation for 1957, and a de- 
crease of $595,000 in the estimates. The amount of increase over 
the 1957 figure will provide for the contribution to the retirement 
fund, for a considerable increase in the number of Social Sec urity 
payments, and contemplates continued efforts to economize in 
operations. 

The Committee learned with some displeasure that the question, 
of whether or not large quantity, repetitive payments shall be made 
by the agency inv olved, remains unsettled. The situation was epito- 
mized by the remark of the witness, when queried as to the length of 
time involved in obtaining settlement, to the effect that no one agrees 
with the position of the Treasury ‘Department. The Committee 
directs that the present study, instituted by the Treasury Department 
and including the Bureau of the Budget and the General Accounting 
Office, be concluded and reported to the Committee by June 30, 1957. 
The Committee further directs that, in the event agreement cannot 
be reached among the parties, each submit a separate report by such 
date. 
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BurEAvU OF THE Pusuiic Dest 





eeremeintion, 1067... acwinohwong~sudeguesneabaeanesieanaee $45, 500, 000 
BBLS, LO0B nn nc eo nn onisnamincng eaieweedenddl mona Laiee 46, 700, 000 
meauewon Dy tie COMIMILIED........ 5. <5 cnawnemnsomeiinnenssacnn 800, 
Recommended in the bill for 1958_.......-..------ ee 45, 900, 000 
eanee from 1607 SMTONNNGOU 665605 cn ccdewckmowdokeaenadas +400, 000 
Increase for retirement fund contribution..........-.-..-------- 950, 000 
Comparative change from 1957__...............-.......-- — 550, 000 


In recommending an appropriation of $45,900,000, a comparative 
decrease from the amount appropriated in 1957, the Committee wishes 
to compliment the Bureau for submitting an estimate which, after 
consideration of mandatory items beyond its control, represents a 
decrease in expenditures. 

In addition to the $950,000 required for retirement fund contribu- 
tions, the Bureau must now, under Public Law 705, 84th Congress, 
reimburse the Post Office Department for the cost of registry fees. 
This item is expected to add $400,000 to the Bureau’s cost. 

Testimony disclosed that a plan to use a punch-card savings bond 
would save the Bureau $500,000, and that such plan could be ini- 
tiated by the beginning of the fiscal year. The Committee has there- 
fore eliminated the estimated savings from the 1958 appropriation, 


OFFICE OF THE TREASURER 





DEPGGININOM, TOOT ...nncansaneccnudecuchepenenniauinaananl $15, 125, 000 
iets, ai Ls 8 Ek ee A Sane 18, 725, 000 
Paueon by tis Geminis. S040 nd on we ws anoanenebewasueee age 775, 000 

Recommended in the bill for 1958. ..----2-..----- 17, 950, 000 
Change from:1967 appropriation... sic cecavk coco cdancene "42, 825, 000 
Increase for retirement fund contribution............-.... .-. 229, 100 

ComparaGve epanee 09000 Tt0s 6 ccnvnennnan wack cncsanncees +2, 595, 900 


In recommending an appropriation of $17,950,000 for the Office 
of the Treasurer, the Committee is specifically granting an increase 
in the funds for the procurement and transportation of U.S. currency. 
A reduction of $325,000 is made in the estimates for the currency 
item on the basis of information from the Bureau of Engraving and 
Printing to the effect that the unit costs in 1957 are not as great as 
the base figure used in preparing the 1958 estimates. The revised 
distribution as between currency and all other activities of the Office 
should be approximately as follows: 


Activity 1957 1958 Change 
Procurement and transportatior of currency................-. $10, 016,000 | $12,889,000 | +$2, 873,000 
UELING ...-. cuncdsqwensessimeabnonmuenaeiaaaal 5, 109, 000 5, 061, 000 —48, 000 
Tete) e_proprinties .ncccscedsssccccsssqecetyesdsebaes 15, 125, 000 17, 950, 000 +2, 825, 000 





The increase in funds for the procurement of currency is made 
urgently necessary by reason of the continuing heavy demands for 
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currency, resulting from continued creeping inflation as well as from 
increases in gross economic activity, which have seriously reduced 
normal currency reserves of the Treasurer. 


Bureau or Customs 


NEEL, LDOT, oan oe. -. Conetbe roles pakueceuaes vitae aie 34 t, 250, 000 
I ER ne ce a ane Seo ge el eee ee 49, , 650, 000 
Ses Oy ane SONNEI. C5 cs nce oe io ncrawaee 1, 650, 000 

Recommended in the bill for 1958_.......-.--...----.---- 48, 000, 000 
Change fenm 1067, AD DrODTiAtiOn. 65h a ein cn ence ccs wep escecnbis "£3, 750, 000 


Increase for retirement contribution__............-.-.--_-_--- 2, 654, 600 


bin Sbcaboda awe bbt boa ddia +1, 095, 400 


The Committee recommends an appropriation of $48,000,000 for 
the Bureau of Customs, an increase of $3,750,000 above the appro- 
priation for 1957, and a decrease of $1,650,000 in the estimates. 
Over 70 percent ($2,654,600) of the increase above 1957 appropria- 
tions results from the contribution to the civil service retirement and 
disability fund, $167,400 will be required for the 261st working day, 
and the balance is distributed among the many functions of the 
Bureau, all of which are increasing at annual rates varying from six 
to ten per cent. The amount recommended should be adequate to 
provide for an approximate increase of i60 in average employment, 
and excludes the $450,000 joint Customs-Immigration construction 
program. 

Last year Customs collected gross revenue 14 percent greater than 
the collections of the previous year, including $2 million in revenues 
gained from the examination of foreign mail. With the funds recom- 
mended in this bill, the Committee looks forward to further excellent 
results in examination, appraisal, and collection of the revenue. 


Comparative change from 1957 


INTERNAL REVENUE SERVICE 





BORA. WOE ides price dd h we mean Aca oneeus<oeseuntten $305, 750, 000 
Peeene awe ee le ee ee bid wt ie cE 331, 500, 000 
Lenuoction by the contttittéebensse ih is sua cece ck ck 6, 000, 000 

Recommended in the bill for 1958_...........-...------ 325, 500, 000 
Change from 1067 appropriation.§.u7 . . 6 co occ ccc iwseee a 19, 750, 000 
Increase for retirement fund contribution........-.-.----.----- 16, 884, 102 

Comparative change from 1957_....-_.........---..---- +2, 865, 898 


An appropriation of $325,500,000 is recommended for this major 
revenue-producing service of the Treasury, After a reduction of 
$6,000,000 in the estimates, the amount recommended provides in- 
creases over the 1957 appropriation, largely unavoidable, as follows: 


Contribution to civil-service retirement fund__.......--.---.---- $16, 884, 102 
26ist:working.day in fiscal year 1958.......................... 1, 072, 200 
Additional cost of promotions effected in 1957__..........----.--- 617, 000 


Within the appropriation as recommended, approximately $1,175,000 
will be available to assist the Commissioner in “balancing” the “Staff 
of the Service. The Committee is at a bit of a loss to understand why 
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it should be called upon to provide nearly $4,000,000 in additional 
funds to correct what is essentially an error in judgment in permitting 
recruitment of agent, collection, and audit senior personnel in numbers 
disproportionate to the supporting clerical staff. 

Language heretofore carried in the appropriation, permitting up to 
$400,000 to be expended for training at private institutions by con- 
tract, has been eliminated on the basis of testimony that the program 
has been discontinued. 


Bureau or Narcotics 


Anpseectition, 10690 2... 4. laste. cuca aes es 83, 4 50, | 000 
BOO i dn ck o oe deniean dechanaannan Lee oe 780, 000 
mecuction by tie eomimitted.. i oa ccna nepeecdne ae 

Recommended in the bill for 1958__......-....------ Leek 3, 780, 000 
Change from 1057 appropristion: . ..... << .-a<castieoucsascnanus + 330, 000 
Increase for retirement fund contribution...........-.-..-------- 153, 000 

Comparative change from 1067... ..-..6..< 5.6055 béccueae +177, 000 


The Committee recommends appropriation of the budget estimate, 
$3,780,000, an increase of $330,000 over the 1957 appropriation. The 
increase provided will permit the employment of an estimated 18 
additional agents and four clerical personnel, as well as payment of 
the retirement fund contribution. 

The Committee is concerned that, with all the public and Con- 
gressional pressure, attention to, and emphasis upon the narcotics 
problem, there may be a feeling developing in some quarters that this 
Bureau should become a super-specialized police agency in the field of 
narcotics. It is the firm position of this Committee that the Bureau 
can make a more effective contribution to the reduction of the narcotics 
menace in the nation by remaining a small, selective group engaged in 
training and encouraging the cooperation of State and local author- 
ities. This is not intended to require nor mean any de-emphasis on 
the current efforts in the field of international traffickers, or on the 
present scale of Bureau activities domestically. 

The Committee desires to point out one of the areas of State 
action which appear to be most effective, by reference to the record 
in the Hearings where it was testified that, in the State of Ohio, 
narcotics cases are now virtually negligible as a result of the severity 
of the sentences mandatory in the recently revised State narcotics 
laws. 

Unirep Srates Secret SERVICE 








Anpmonrntions, 1957 25... coos ce ee ewew en Tele AA $4, 484, 000 
DIREAEE. 1066. oxides lite acces cwncuawdeeiodetae eae - 752, 000 
Reduction by the committee... 2.2... 205. 2A a 123, 000 

Recommended in the bill for 1958_.............-..__-_ ~~ 4, 629, 000 
Change from 1957 appropriations-_-_...........--..-....----..- + 145, 000 
Increase for retirement fund contribution.......-....--.--------- 184, 900 

Gomparative change from 1957_...... 2.2.2.2 2. 2n- cone —39, 900 
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Three appropriation items are included under this major heading, 
“Salaries and expenses, Secret Service”, ““White House Police’, and 
the ‘Guard Force’. The recommendation of the Committee con- 
templates approval of the estimates for the White House Police 
($865,000) and the Guard Force ($303,000) which are $6,000 and 
$18.000, respectively, above the appropriations for 1957. 

The major item under this general heading is for ‘Salaries and 
expenses, U. S. Secret Service”. For this item, the Committee 
recommends an appropriation of $3,461,000, a decrease of $123,000 
in the estimates, but $121,000 above the appropriation for 1957. The 
modest decrease, on a comparative basis, made by the Committee is 
not intended to apply to the protection functions of the Service, but is 
directed at a potential and gradual reduction in such staff as is engaged 
in investigating check and bond forgery cases where the workload has 
not measured up to estimates. 


BureEAvU OF THE MINT 








IRON, TOG 4 ooo nis oc ee wh oan es ee hdd wee dooerwdbewess $3, 653, 850 
Nk ee ae 4, 450, 000 
mecwoson by tne committee. esi og cee te lee eat Lad 150, 000 

Recommended in the bill for 1958..........._..-.-.---. 4, 300, 000 
uages freer 1067 Sporonrigtien. kde codec dculenncdseneLaneoks +646, 150 
Increase for retirement fund contribution..............-.... -- 215, 000 

Comparative change from 1957... ................-...-... +431, 150 


The appropriation recommended in the bill, $4,300,000, an increase 
of $646,150 over the appropriation for 1957, provides for the manu- 
facture of an estimated 400 million more coins in the fiscal year 1958 
than is presently estimated to be produced in 1957. As in the case 
of currency requirements in the Office of the Treasurer, continued 
heavy demands have virtually depleted the inventory of finished 
coin in the producing Mints. 


Unitep Srates Coast Guarp 


OPERATING EXPENSES 


Dermat 2968 os sisi cain caddtgntowndsrgoiainmesvenen $164, 850, 000 
Na eees iaiey i ae) 20 ae ea out wie OTe Aes 172, 000, 000 
Redaction by the committee. os. 224 le el ee eles 3, 000, COO 

Recommended in the bill for 1958_........-..._____-_____- 169, 000, 000 
ates febes JOT BOprovriBtlOn oso icc een ec cuwewwn aden + 4, 150, 000 
Increase for retirement fund contribution_..._._..._.-_-________ 1, 062, 000 

Comparative change from 1957__...........-..-.---2-.- +3, 088, 000 


The Committee recommends an appropriation of $169,000,000 for 
the operating expenses of the Coast Guard, an increase of $4,150,000 
above the 1957 appropriation, and a decrease of $3,000,000 in the 
estimates. In addition to the civil service retirement fund contribu- 
tion noted above, approximately $1,400,000 is required for the govern- 
ment’s contribution to the Social Security fund as a result of Public 
Law 881, 84th Congress, which placed military personnel under the 
Old Age and Survivor’s Insurance system. Increases in terminal 
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leave payments, mustering-out payments, reenlistment bonuses, etc., 
amounting to approximately $1,000,000 are anticipated in 1958 over 
1957 as a result of an increase in the numbers of military personnel 
scheduled for separation in that year. 

After these obligatory expenses are met, there will remain an increase 
of approximately $700,000 for application to the functions of the 
Coast Guard which have been increased both by legislation (for 
example Public Law 519, 84th Congress, relating to inspection of 
certain power-driven craft, sailing vessels, and barges carrying more 
than six passengers) and by the enormous growth of physical facilities 
in such diverse fields as pleasure boating, and off-shore oil drilling rigs 
and their related supply craft. 


ACQUISITION, CONSTRUCTION, AND IMPROVEMENTS 


Ryproptiation, 1067 660.66 sc soho cg nsuanosecedcken acne $7, 400, 000 
Patinesite, 1068... in cscwe cence SSUES hee ccedenn nn 16, 000, 000 
Reduction by the comanites. «...ccddncsssndansinckanusemaeanl 8, 205, 000 
Recommended in the bill for 1958.........-.-.......-..-- 7, 795, 000 
Change from 1987, dntnewiating. |... coco oun p eoccmacance +395, 000 
Increase for retirement fund contribution..............-...------ 11, 
Comparative change from 1957_...........----..-.--...-- +383, 200 


In recommending an appropriation of $7,795,000, an increase of 
$395,000 over the appropriation for 1957, the Committee is specifically 
eliminating one item of $8,205,000 estimated for the procurement of 
long-range land based aircraft. 

In its report last year (House Report No. 1743, 84th Congress) the 
Committee requested a study of and report on the Coast Guard 
aircraft situation. This request was the culmination of several years 
of fruitless inquiry as to when the Administration would complete its 
study of the aircraft replacement program, which program, initiated at 
the insistence of the Committee, had been deferred “‘pending study” 
in the revision of the 1954 budget estimates. To date, the report 
has not been received, although it was testified that the study itself 
is complete. Lacking basis for adequate consideration, the item has 
been deleted. After the report requested has been received and con- 
sidered, it would be in order for the Coast Guard to re-submit its 
estimate, through proper channels, and with adequate supporting 
detail. 

RETIRED PAY 


Riotdbriation, 1967 is css carencridd dbmhnerdieadonde pee $24, 925, 000 
me, SIT i 26, 400, 000 
Reduction by the:committec.... nnn nn none dads nh wneb ees a; bsunseunehie 

Recommended in the bill for 1958. ..-...-.-...-.----+-.-- 26, 400, 000 
Change from 1957 appropriation._._.....--..---...-.-.--.--.-- +1, 475, 000 


The Committee recommends the amount of the budget estimate, 
$26,400,000 for this item, an increase of $1,475,000 over the 1957 
appropriation. 
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RESERVE TRAINING 





RURROOTEESIOD TRE cn opts 6 ee LSA REE 8 hein dnsanaeceene $7, 000, 000 
EE, Es oo cc cn Sock cnu dee ence copes etcees etic 16, 000, 000 
Reduction by the committee... . 2 [Leas ibe. cit loses 1, 000, 000 








Recommended in the bill for 1958_................------ 15, 000, 000 


Change trom Teor approprincion 2 = 2 Le bk +8,.000, 000 
Increase for retirement fund contribution 0 








Comparative change from 1957...............-----.----- +7, 980, 000 


An appropriation of $15,000,000 is recommended, a decrease of 
$1,000,000 in the estimates, but $8,000,000 more than was appro- 
priated in 1957. The Coast Guard Reserve program is progressing 
very nearly at its estimated level, and ample funds are provided so 
that the Coast Guard may give proper attention to an adequate 
training program. 


CoRPORATIONS 


The Treasury Department continues to operate two corporations, 
one being the agency which has been responsible for the operation of 
the government’s synthetic rubber production and _tin-smelting 
programs and the other directly related to the liquidation of the 
former Reconstruction Finance Corporation. Each operates with 
funds available to the corporation, under limitations prescribed in 
this bill on the amounts available for administrative expenses. 


FEDERAL FACILITIES CORPORATION 


I Bes aches Fe eats ccinacemen <nuuc $425, 000 


Estimate, 1958 


ina leapt etecite ola new ant Aer Y uum s Bee es Cee Lee 50, 000 
Taaneeth WP-2S. COMARIIENES. oii i icc cik i... dacshawese Soeceue 

Recommended in the bill for 1958__............-._.-------- 50, 000 
Chanesé from 1907 authormation. 2's 1) a). 32. oe souks —375, 000 


In recommending the amount of the budget estimate, $50,000 as 
the limit on administrative expense, the Committee recognizes that 
the only work of the corporation remaining is the administering of 
contract provisions and purchase money mortgages resulting from the 
sale of the producing assets of the corporation. 


LIQUIDATION OF RECONSTRUCTION FINANCE CORPORATION 


IRON NUE testi ht aie ees toner wiv ierenhdbwuwamee dus em $1, 060, 000 


Estimate, 1958 


iin Ratna oie andes edi x eka caacece 915, 000 

Meceaction by- the committec... .-- cic ccc cccucee sulUiseealis 115, 000 
Recommended in the bill for 1958_........_.__--.---_--. 800, 000 
Change from 1057. authorisation.............. fcc cus cc cele cel. — 260, 000 


The Committee recommends an authorization of $800,000, a de- 
crease of $115,000 in the estimates. After a review of the remaining 


items in the RFC portfolio, the Committee is of the opinion that the 
amount recommended is ample. 
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TITLE I—POST OFFICE DEPARTMENT 





eenenes. ORT... ...dndnvae6edilieete menmmhmemmen ieee $2, 984, 340, 000 
oes, 'TOOS . 2 1 ot ee eit I see oe eae er 3, 250, 000, 000 
anes. Wy) G2 GOMMMIOEEO KS... 2 oc cncunadeenaedectaedinen 58, 000, 000 

Recommended in the bill for 1958__._._.._...-_--_-___. 3, 192, 000, 000 
Change from 1957 appropriations_-_-_............-..------... a +207, 660, 000 
Increase for retirement fund contribution.............._.._.- 131, 482, 059 

Comparative change from 1957__..........-----..-..- +76, 177, 941 


The recommendations of the Committee for the five appropriation 
items from which the Post Office Department is financed total $3,192,- 
000,000, a decrease of $58,000,000 in the estimates and an increase of 
$207 660,000 over the appropriations for 1957. Certain mandatory 
items comprise the greater portion of the increase, as follows: 


Contribution to Civil Service Retirement and Disability Fund... $131, 482, 059 
21st working day in fiscal year 1968.2... - 2 ec 6, 552, 042 
Within-grade promotions 2. 228. Jibei ule bac Liana a 24, 523, 679 
Biennial payment of surety bond premium wo ihh ihn Githle dhs oti th 409, 000 

otal mandatory Thebesseh. 2... cco nkaeeesesanentes 162, 957, 780 


There follows a summary tabulation of the estimated revenues, ex- 
enditures, deficit, mail volume, and average employment for the 
seal vears 1956, 1957, and 1958: 


In- In- In- 





























Item 1956 crease 1957 crease 1958 crease 

(actual) (per- | (estimate) | (per- | (estimate) | (per- 

cent) cent) cent) 
I ti anise hictancd thousands_-_| $2, 419, 354 2.97 | $2, 501, 000 3. 37 | $2, 599, 000 3. 92 
I, cn cunons gilts anmhaith do. --| $2, 883, 305 6. oa $2, 984, 340 3. 50 | $3, 250, 000 8.90 
COMI i hee ae do...| $463, 951 | 27.93 | $483,340| 418] $651,000| 3460 
Volume of mail, picces..__........-do....| 56, 441,216 | 219 | 58,024,000| 280 | 59,662,276] 282 

Special services, transac tions _ _. do_. 795, 967 —. 80 786, 139 | —1.23 780, 016 —. 7 
Employment. ..--------Man-years_. 517, 612 1.09 521, 227 .70 536, 509 2.93 





The postal deficit estimated for fiscal year 1958 is $651,000,000. 
Testimony disclosed that a pending application by Eastern and South- 
ern railroads for greater mail hauling charges, if approved, would 
result in an added $103,000,000 in the deficit. In the face of this 
prospective deficit of three-quarters of a billion dollars, the Committee 
strongly reiterates its position of last year, that “action must be taken 
to get postal rates more appropriate to the costs of the service.” 
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ADMINISTRATION AND RESEARCH 





I DI oc cs Steam cop arenonian ated es atin saan aeons $19, 000, 000 
NOD wo nc cues out aie pena kb ceereweain ell —81, 
Comparative appropriation, 1957_..........-..........-...-...- 18, 919, 000 
III Soto - Soe” =o ee eee 22, 236, 000 
PeGusnes, ey tne committees... .. oo ok neu nneseneemmecenne 1, 736, 000 

Recommended in the bill for 1958_._.....-.._------- 2-2. 20, 500, 000 
Change from comparative appropriation___.........-..--.-----. +1, 581, 000 
Increase for retirement fund contribution_._....-......------.-. 836, 500 

Comparative change from 1957._..._......-..-.-..--..-.- +744, 500 


The Committee recommends the appropriation of $20,500,000 for 
this item for 1958, an increase of $1,581,000 from the comparable 
figure for 1957 . 

Although the title of this item would imply that all costs of ad- 
ministering the Post Office Department are set forth in this appro- 

riation, such is not the case. On page 32 of the hearings on the 

ost Office Appropriations for 1958 appears a tabulation of “General 
administrative and research obligations” which more nearly tells the 
administrative costs of the Department. The Committee directs 
that the next regular annual budget include, under the heading 
“Administration and Research” at least the items included in the 
tabulation referred to plus the cosis of the Inspection Service which 
are presently included under this head. On such a basis, the admin- 
istrative costs of the Department, the Regional and District Offices, 
and the Inspection Service (which is an arm of Administration) will 
be brought together in one place and adequate analysis and review 
will be more easily attained. 

In arriving at its recommendation, the Committee considered, 
among other items, the request of the Inspection Service for addi- 
tional fundsand personnel. It is the sense of the Committee that no 
additional inspectors be employed, and that the Department would be 
well advised to place a maximum limitation on the number that may 
be employed, at the current strength or 954 (employment as of Jan, 
16, 1957) whichever is the lower. 

















OPERATIONS 

Sppromimeen, Teer .s. 2h) LU Neh te ly $2, 113, 440, 000 
et waetmenWias Hui Hoe alu sc utlliin Jind +13, 290, 000 
Comparative appropriation, 1957....................-...... 2, 126, 730, 000 
I cg gk pan aes ts ita aaa Seklecnasalaos 2, 326, 637, 000 
anes oe te Commitee | conn eee 36, 637, 000 
Recommended in the bill for 1958__________- _....-. 2,290, 000, 000 
Change from comparative appropriation__.__._..._.__.__-.-- £163, 270, 000 
Increase for retirement fund contribution.__......_..._____-- 117, 420, 000 
Comparative change from 1957_..............-.--..+ +45, 850, 000 


In recommending an appropriation of $2,290,000,000, the Com- 
mittee is providing approximately $17,825,000 more than was available 
in 1957 to care for the constantly expanding volume of mail and the 
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continuous growth of our metropolitan areas which require ever- 
increasing service additions, The balance of the increase over the 
comparative amount available in 1957 is required to meet certain 
mandatory items as follows: 

Contribution to Civil Service Retirement and Disability |Fund... $117, 420, 000 


PP aPRES DEOMOLMOIM. -. da aricacperei> densest 22, 250, 000 
GS OCIRENG CLI ins espn mo en ceeipenniereinenenninn a ae 5, 775, 000 


It should be noted that the provisions of Public Law 68, 84th 
Congress, brought many postal employees under an automatic pro- 
motion system who had not heretofore been so covered, it also made 
more liberal provision for other groups of postal workers. Only that 


cost which is over and above the former pay system is included in 
this tabulation of mandatory items, 





TRANSPORTATION 

PORIIOMIOR, F905 cinaB ins caednwmbihendb «prin didenninntedae $650, 000, 000 
SROn GURTIIUNOD Soe wap no ease neers aoe — 16, 200, 000 
Comparative appropriation, 1957___-.._-- 222-4 ee ee eee 633, 800, 000 
cei ION ce cri ce: densa ia ain alka 657, 737, 000 
SURG. OY GS CUMMING... 5 2. binaas cudsococenecscuwnesene 9, 737, 000 
Recommended in the bill for 1958_...-_..-.--.------_ -- 648, 000, 000 
Change from comparative appropriation___.............------- “414, 200, 000 
Increase for retirement fund contribution.___........-...------ 10, 567, 000 
Comparative change from 1957_._.....-L2./--2..-2---- Le +3, 633, 000 


The amount of $648,000,000 recommended in the bill will provide for 
an increase of $14,200,000 over the amount available for 1957 after 
consideration is given to the adjustments made in 1957, Of this 
increase, $10,567,000 is required for the retirement contribution, 
$1,700,000 will be needed for within-grade promotions, approximately 
$580,000 represents the costs of the 261st working day in the fiscal 
year, and the balance of $1,300,000 will be available for coping with 
the constantly increasing costs of contracts for the hauling of mail. 


FINANCE 





mectietion. 1967 cod cumbnensndiienmablagees aj Rite dialanm $12, 900, 000 
OR BO... cn cee wknd eke acuedaeeaet ad 13, 840, 000 
Reduction by the committes: 622.2002 oe LULL eek cue 340, 000 

Recommended in the bill for 1958. __._.__-_._-___-_-.---- 13, 500, 000 
Change from 1057 appropriation.......................sJ00g1 +600, 000 
Increase for retirement fund contribution___._._....._-.-_--.-.- 247, 000 


Lies sae eta Sess oie +353, 000 


The Committee recommends an appropriation of $13,500,000 for 
this item for 1958, a decrease of $340,000 in the estimates, but $600,000 
more than was appropriated for 1957. Two items of significant cost 
more than account for the increase recommended, the retirement con- 
tribution of $247,000, and the biennial payment of fidelity bond 
es estimated at $400,000, so that the amount available will 

e a modest reduction from the 1957 level of activities, 


Comparative change from 1957 











14 TREASURY AND POST OFFICE APPROPRIATIONS, 1958 











FAcILitizes 
Reppeepreee, B9GF Sak bs St SA eh ALS $189, 000, 000 
eS NO ain is wie win Sh Gh ce cathabeces icsuaus +2, 991, 000 
Comparative sppropriation; 1067 oo ok cc ecccnccccccccccouusccon 191, 991, 000 
SSS 
I i ict Rie tnmodnmmiecnnind Omen 229, 550, 000 
meebo DY the Gommmittae . ong goin oink cc cccecsccccunnactls 9, 550, 000 
Recommended in the bill for 1958__..........-..._-- -- 220, 000, 000 
Change from comparative appropriation__...............-.-.-- | +28, 009, 000 


Increase for retirement fund contribution_............._._-____ 2, 411, 559 








Comparative change from 1957_..............-...-----. +25, 597, 441 


The amount of $220,000,000 recommended in the bill, a decrease of 
$9,550,000 in the estimates, will provide substantial funds for the 
Department’s program for the modernization and improvement of 
the physical facilities of the Department. This program, for the 
installation of modern equipment and methods, has been urged by 
the Committee for several years. 


TITLE III—TAX COURT OF THE UNITED STATES 








Seeiats; 1907 5oass . ceded. cape «5s ho rs $1, 365, 000 
ee te 1, 460, 000 
Seeeneer coy Gre GOMMILIOS.. . 8 cok 8 Sa kn ded paw cenwikdencntdos: aah seneeee 

Recommended in the bill for 1958. .-.............-..---.- 1, 460, 000 
Change from 1957 appropriation____._.......----..------...---- +95, 000 
Increase for retirement fund contribution......_........--.--.--- 68, 500 





Be i Dies Sireiter 3. welin sn be -cucmeenieenie eehainalinats se + 26, 500 

The Committee recommends an appropriation of $1,460,000, the 
amount of the budget estimate, and an increase of $95,000 over the 
current fiscal year appropriation. The retirement fund contribution, 
payments to retired judges, and the 261st working day will require 
approximately $83,600 of the increase recommended, leaving $11,400 
for other increases in operating costs. 


LIMITATIONS AND LEGISLATIVE PROVISIONS 


Comparative change from 1957 


The following limitations and legislative provisions not heretofore 
carried in connection with any appropriation bill are recommended: 

On page 14, line 10, in connection with General Provisions, Post 
Office Department: 


Sec. 204. Amounts contributed by the Post Office Depart- 
ment to the civil service retirement and disability fund, in com- 
pliance with section 4 (a) of the Civil Service Retirement Act 
(70 Stat. 747), from appropriations made by this title, or from 
appropriations hereafter made to the Post Office Deprrtment, 
shall be considered as costs of providing postal servi. ‘or the 
purpose of establishing postal rates. 
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MINORITY REPORT 


I regret I feel it necessary to file this minority report. 1 believe in 
economies but not at the expense of essential services to the American 
people. Because of the demand for economy, it is most unfortunate 
that this bill providing so many necessary services for the security 
and well-being of our people should be the first to reach the floor. 
Historically, this bill has never lent itself to the severe or meat-ax type 
of cut and I am one who does not subscribe to the premise that such 
type cuts can be made “because the Senate will restore the whole or 

art.” 

F This bill provides for the biggest dollar cut in postal operations in 
the history of the Post Office Department which every year is forced 
to service an increasing volume of mail required by a growing popula- 
tion and an expanding economy. It practically doubles the prior 
high figure which figure actually was reduced in half by a supplemental. 
I cannot emphasize too much that there is not one cent in the Post 
Office appropriation request for foreign aid. This is a bill to render 
proper mail service for 170 million Americans all of whom are sensitive 
to the type of mail service they get. 

The committee report states that the amount recommended for the 
Post Office is 76 million dollars more than the 1957 appropriation but 
this is erroneous. Two facts establish that: first, the increase of 76 
million dollars includes more than 31 million dollars shown on page 11 
of the committee report as ‘“‘mandatory items” resulting from legis- 
lation; secondly, nowhere in the report is there any mention of the 
Department’s pending supplemental request for 53 million dollars for 
the 1957 fiscal year; if such funds are allowed and quite likely they 
will be in the main then this bill gives no increase whatever to meet 
the ever-growing volume of mail and the projected 5,000 new city 
delivery routes and extensions planned for the new year. 

It appears to me that the cuts imposed in this bill will result in a 
serious reduction in the current postal force and a curtailment of 
existing services. Furthermore, they strike at the program of modern- 
ization and automation that is just beginning to swing into action 
under the Administration following recommendations by our com- 
mittee over a period of years. Modernization of plant will be at a 
standstill. 

Insofar as the Treasury is concerned it should be well understood 
that the euts imposed in the Coast Guard aviation account represent 
no Savings and the committee is now awaiting the results of a study 
made by the Treasury of its plane equipment. Our committee has 
been critical of faulty Coast Guard planes and I for one do not want 
to see the Coast Guard longer required to accept old and hand-me- 
down planes from the other services for its sea, air, and rescue opera- 
tions. 

Referring to the Bureau of Customs cognizance must be taken of 
its new responsibilities in preventing the admission of unorthodox 
weapons into our ports and harbors, plus the stoppage of subversive 
and obscene literature currently coming into our country in greatly 
increased volume. Customs operates on a very tight budget and its 
services should not be allowed to deteriorate. 

Gorpon CANFIELD. 
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85TH CONGRESS HOUSE OF REPRESENTATIVES Reporr 
1st Session No. 69 





ENCOURAGING NEW RESIDENTIAL CONSTRUCTION FOR VET- 
ERANS’ HOUSING IN RURAL AREAS AND SMALL CITIES AND 
TOWNS BY RAISING THE MAXIMUM AMOUNT IN WHICH DIRECT 
LOANS MAY BE MADE FROM $10,000 TO $12,500, AUTHORIZING 
ADVANCE FINANCING COMMITMENTS, AND EXTENDING THE 
DIRECT LOAN PROGRAM FOR VETERANS 


Fepruary 18, 1957.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Teacue of Texas, from the Committee on Veterans’ Affairs 
submitted the following 


REPORT 


[To accompany H. R. 4602) 


The Committee on Veterans’ Affairs, to whom was referred the bill 
(H. R. 4602) to amend the Servicemen’s Readjustment Act of 1944, 
by extending the direct loan program to July 25, 1958, directing the 
Administrator of Veterans’ Affairs to make direct loans in accordance 
with the program, defining the areas in which direct loans shall be 
made; and ‘for’ other purposes, having considered the same, report 
favorably thereon without amendment and recommend that the bill 
do pass. 


BACKGROUND OF THE BILL 


The direct loan program as authorized by the Servicemen’s Read- 
justment Act, as amended, has been extended from year to year for 
financial assistance to those veterans living in rural areas, or in small 
cities and towns not near large metropolitan areas, where other types 
of financing were not available. The program was extended for 1 year, 
ending June 30, 1955, by Public Law 611, 83d Congress, August 21 
1954, which provided a sum not to exceed $150 million for the fiscal 
year. The original authorization extended from July 19, 1950, to 
June 30, 1951, and empowered the Administrator to make direct loans 
up to $150 million (Public Law 475, 81st Cong., approved April 20, 
1950). After expiring, at the end of June 30, 1951, the authority was 
renewed on September 1, 1951, on a revolving fund basis, limited to 
$150 million outstanding as of any one time, and extended to June 
30, 1953 (Public Law 139, 82d Cong.). The revolving fund included 
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the unreserved portion of the original $150 million fund allocation, 
plus the increment from loan repayments, and the proceeds of sales 
of direct loans to private investors. The revolving fund was aug- 
mented in April 1952 by an additional allocation of up to $125 million, 
to be made available by the Secretary of the Treasury in quarterly 
installments of $25 million, less the proceeds of direct-loan sales in the 
preceding quarter (Public Law 325, 82d Cong.). Under provisions of 
Public Law 101, 83d Congress, approved July 1, 1953, the program 
was continued for 1 year, to June 30, 1954, with up to $100 million 
added to the revolving fund, to be made available in quarterly install- 
ments, and the maximum interest rate on direct loans was raised to 
conform to the rate on guaranteed loans. The program was again 
continued for 1 year, ending June 20, 1955, by Public Law 438, 83d 
Congress, approved June 29, 1954. Public Law 88, 84th Congress, 
approved June 21, 1955, revised the program and extended the pro- 
— for 2 years, expiring June 30, 1957. Public Law 1020, 84th 

ongress (Housing Act of 1956), approved August 7, 1956, extended 
the program for 1 year from July 1, 1957, to June 30, 1958, but failed 
to appropriate funds for the extended period. 

The direct loan program was created because the guaranteed loan 
program was not providing an equitable opportunity for all: veterans 
to obtain a home loan. The guaranteed loan program functioned in 
metropolitan areas but was and has been of little benefit to veterans 
living in small cities and towns and rural areas. 

The committee made a survey throughout the country of the in- 
equity of opportunity and found that of 3,234,438 veterans living in 
1,635 rural counties, less than 10 percent had obtained a loan to 
purchase a home. This compares with 2,857,307 veterans residing 
in 126 metropolitan counties where over 40 percent have obtained a 
guaranteed loan. 

The committee also found from its survey and hearings that the 
Veterans’ Administration has interpreted the intent of Congress, with 
reference to the direct loan program, to mean that funds were to be 
used primarily and almost exclusively in rural and remote areas, 
Further, the manner in which the program has been administered 
has made it almost impossible for a builder to participate in the pro- 
gram and build new homes in direct loan areas. It was estimated that 
80 percent of the direct loans made to date have been for the purchase 
of old and existing homes. The committee finds that veterans in small 
cities and towns have had little opportunity to obtain new homes. 

The Veterans’ Administration testified before the committee during 
the month of January that they had on hand over $100 million which 
had not been used and, in addition, Veterans’ Administration failed 
to draw $50 million from the Treasury which had been appropriated 
for direct loans. The Veterans’ Administration testified that it had 
not used this money because there was no demand for it, The com- 
mittee received testimony from builders to the effect that if the direct 
loan program was revised to permit builders to obtain firm commit- 
ments, the entire amount of money on hand, plus any additional 
money that Congress would appropriate, would soon be committed. 

As the result of the foregoing, the committee reports H. R. 4602 
without amendment. 
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EXPLANATION OF THE BILL 


Section 1 of the bill will accomplish the following purposes: 

(1) The Congress declares that housing credit has not been generally 
available to veterans living in rural areas and small cities and towns, 
and declares as its policy that housing credit for veterans living in 
these areas should be provided. 

(2) Directs the Administrator of Veterans’ Affairs to designate 
eligible areas as indicated above as “housing credit shortage areas” in 
order to make direct loans and commitments for loans for— 

(a) The construction of a dwelling. 

(6) The purchase of a farm with a dwelling. 

(c) The construction of a farm dwelling on land owned by the 
veteran. 

(d) Repair, alteration, and improvement of a farm residence 
or other dwelling owned by the veteran. 

(3) Loans may be made only upon a finding that the veteran is a 
satisfactory credit risk, that the payments required bear a proper 
relationship to his present and anticipated income, that he is unable 
to obtain from a private lender appropriate housing credit at an interest 
rate not in excess of the amount authorized for guaranteed loans, and 
that he is unable to obtain a loan under the Bankhead-Jones Farm 
Tenant Act or the Housing Act of 1949. 

(4) Increases the amounts of direct loans from $10,000 to $12,500, 
as a maximum, with appropriate adjustments being made for prior 
loans. 

(5) Permits the Veterans’ Administration to make fund reservation 
commitments to individual builders for the construction of homes, 
such commitments to be good for a period not in excess of 3 months, 
or longer periods if in the judgment of the Administrator it is 
warranted, upon the payment of not in excess of 2 percent of the fund 
reserved for such builder, by the builder, as a nonrefundable commit- 
ment fee. Authorizes advances during construction up to cost of 
land plus 80 percent of value of in-place construction. 

(6) Directs the Administrator to make the direct loan without 
proceasng through the Voluntary Home Mortgage Credit Program 

ut offering that committee or a private lender an opportunity within 
60 days after the Veterans’ Administration has disbursed the direct 
loan to purchase such loan and receive an appropriate guaranty 
thereon of 60 percent of the loan, not to exceed $7,500. 

Section 2 of the bill will accomplish the following purposes: 

(1) Extends the direct loan program for 25 days or to July 25, 
1958, to make the expiration of the direct loan program the same as 
that of the guaranteed loan program for World War II veterans. 

(2) Authorizes $150 million for the fiscal year 1958 for the operation 
of the direct loan program and directs the Secretary of the Treasur 
to advance to the Administrator the $50 million plus sales, ete., whic 
the Veterans’ Administration permitted to lapse on June 30, 1956. 

(3) Authorizes the Administrator of Veterans’ Affairs to reserve 
sufficient funds to honor commitments in order to close out the opera- 
tion of the direct loan program. 

Section 3 of the bill eliminates a technical legal obstacle to the 
automatic processing of guaranteed loans by supervised lenders. 
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SUBSECTION (&) OF SECTION 1 


Sec. 512. (a) The Congress finds that housing credit 
under section 501 of this title is not and has not been gener- 
ally available to veterans living in rural areas, or in small 
cities and towns not near large metropolitan areas. It is 
therefore the purpose of this section to provide housing credit 
for veterans living in such rural areas and such small cities 
and towns. 


This bill provides that the Administrator will make direct loans in 
rural areas and small cities where private capital is generally unavail- 
able for guaranteed loan financing. It is expected that the smaller 
cities in the neighborhood of 30,000 or less, and removed from the 
metropolitan centers and their commuting areas, will be designated, 
unless there has been a satisfactory degree of veteran participation. 
These are the areas in which there is the greatest unsatisfied demand 
and there has been considerably less veteran participation in the loan 
guaranty benefit than in the larger metropolitan areas. This com- 
mittee expects the Administrator to do everything possible to en- 
courage the construction of veterans’ housing in these areas so that 
veterans living there will be able to take advantage of favorable 
financing for the acquisition of homes and farm houses. We also 
expect that in cities larger than 30,000 where the veteran participa- 
tion in the program has been disproportionately low the Veterans’ 
Administration will consider making the area eligible for direct loans. 
However, we do not contemplate that the Veterans’ Administration 
will declare any areas presently designated as ineligible, unless private 
capital for guaranteed loans should become generally available. 


SUBSECTION (b) OF SECTION 1 


(b) Whenever the Administrator. finds that private 
capital is not generally available in any rural area or small 
city or town for the financing of loans guaranteed under 
section 501 of this title, he shall designate such rural area 
or small city or town as a “housing credit shortage area”, 
and shall make, or enter into commitments to make, loans 
for any or all of the following purposes in such area— 

(1) For the purchase or construction of a dwell- 
ing to be owned and occupied by a veteran as his home; 

(2) For the purchase of a farm on which there 
is a farm residence to be owned and occupied by a 
veteran as his home; 

(3) For the construction on land owned by a veteran 
of a farm residence to be occupied by him as his home; 
or 

(4) For the repair, alteration, or improvement of 
a farm residence or other dwelling owned by a veteran 
and occupied by him as his home. 

If there is an indebtedness which is secured by a lien against 
land owned by a veteran, the proceeds of a loan made 
under this section for the construction of a dwelling or 
farm residence on such land may be expended also to liquidate 
such lien, but only if the reasonable value of the land is 
equal to or in excess of the amount of the lien. 








VETERANS’ HOUSING IN RURAL AREAS AND SMALL CITIES 5 


SUBSECTION (C) OF SECTION 1 


(¢) No loan may be made under this section to a veteran 
unless he shows to the satisfaction of the Administrator 
that— 

(1) he is a satisfactory credit risk; 

(2) the payments to be required under the proposed 
loan bear a proper relation to his present and anticipated 
income and expenses; 

(3) he is unable to obtain from a private lender in 
such housing credit shortage area, at an interest rate 
not in excess of the rate authorized for guaranteed home 
loans, a loan for such purpose for which he is qualified 
under section 501 of this title; and 

(4) he is unable to obtain a loan for such purpose 
from the Secretary of Agriculture under the Bankhead- 
Jones Farm Tenant Act or under the Housing Act of 
1949. 

SUBSECTION (d) OF SECTION 1 


(d) (1) Loans made under this section shall bear 
interest at a rate determined by the Administrator, not 
to exceed the rate authorized for guaranteed home loans, 
and shall be subject to such requirements or limitations 
prescribed for loans guaranteed under this title as may 
be applicable. 

(2) The original principal amount of any loan made under 
this section shall not exceed an amount which bears the same 
ratio to $12,500 as the amount of guaranty to which the 
veterans is entitled under section 501 at the time the loan 
is made bears to $7,500; and the guaranty entitlement of any 
veteran who heretofore or hereafter has been granted a loan 
under this section shall be charged with an amount which 
bears the same ratio to $7,500 as the amount of the loan 
bears to $12,500. 

The committee has found that the present limitation of $10,000 is 
not in keeping with the continual increase in the cost of construction 
and this limitation, in many instances, has been responsible for a 
veteran not obtaining the home of his choice. The amount of a 
direct loan has been increased to $12,500. This will provide an 
opportunity for veterans who have previously obtained a direct loan 
to obtain a second loan, the total of the two loans not to exceed 
$12,500. In instances where a veteran has purchased a home with 
a $10,000 direct loan, he can now get an additional loan for $2,500 
for repairs, alterations, or improvements. 

(3) In connection with any loan under this section, the 
Administrator is authorized to make advances in cash to pay 
the taxes and assessments on the real estate, to provide for 
the purpose of making repairs, alterations, and improve- 
ments, and to meet the incidental expenses of the transaction. 
The Administrator shall determine the expenses invident to 
origination of loans made under this section, which expenses, 
or a reasonable flat allowance in lieu thereof, shall be paid by 
the veteran in addition to the loan closing costs. 
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In connection with the proposal to require the Administrator to 
determine the loan origination expenses, and to charge the veteran 
with such expenses, or a reasonable flat amount in lieu thereof, in 
addition to the loan closing costs, it is to be observed that under 
present procedures the veteran is not charged with the loan closer’s fee 
and this amount is absorbed by the Veterans’ Administration. The 
imposition of an origination charge would tend to place direct loans 
and guaranteed loans more on the same basis insofar as the cost to 
the veteran is concerned. 


(4) Loans made under this section shall be repaid in 
monthly installments; except that in the case of loans made 
for any of the purposes described in paragraph (2), (3), or 
(4) of subsection (b), the Administrator may provide that 
such loans shall be repaid in quarterly, semiannual, or an- 
nual installments. 

(5) The Administrator may sell, and shall offer for sale, to 
any person or entity approved for such purpose by him, any 
loan made under this section at a price not less than par; 
that is, the unpaid balance plus accrued interest, and shall 
guarantee any loan thus sold subject to the same conditions, 
terms, and limitations which would be applicable were the 
loan guaranteed under section 501 of this title. 

(6) No veteran may obtain loans under this section aggre- 
gating more than $12,500. 


SUBSECTION (€) OF SECTION 1 


(e) (1) If any builder or sponsor proposes to construct 
one or more dwellings in a housing credit shortage area, 
the Administrator may enter into commitment with such 
builder or sponsor, under which funds available for loans 
under this section will be reserved for a period not in excess 
of three months, or such longer period as the Administrator 
may authorize to meet the needs in any particular case, 
for the purpose of making loans to veterans to purchase 
such dwellings. Such commitment may not be assigned or 
transferred except with the written approval of the Admin- 
istrator. The Administrator shall not enter into any such 
commitment unless such builder or sponsor pays a nonre- 
fundable commitment fee to the Administrator in an amount 
determined by the Administrator, not to exceed 2 per 
centum of the funds reserved for such builder or sponsor. 


The Administrator is authorized to issue commitments to builders 
and sponsors for the construction of new homes in direct loan areas. 
The commitments are to be valid for 3 months, subject to extension for 
longer periods as the Administrator in his discretion may authorize. 
The commitments are not transferable except with the written 
approval of the Administrator. The builders or sponsors must pay 
to the Administrator an amount not exceeding 2 percent of the funds 
reserved for his commitment as a nonrefundable commitment fee. 

The bill places no limitation on the funds which may be reserved by 
any particular builder or sponsor. However, we will expect that in 
issuing commitments the Veterans’ Administration will take into 
account the demand in the area, the number of applications for com- 
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mitments by builders or sponsors, and the availabilty of funds. The 
extent of the veteran participation in the particular area also should 
be given effect in determining the maximum fund reservation to be 
authorized in any single commitment. 


(2) Whenever the Administrator finds that a dwelling 
with respect to which funds are being reserved under this 
subsection, has been sold, or contracted to be sold, to a vet- 
eran eligible for a direct loan under this section, the Admin- 
istrator shall enter into a commitment to make the veteran 
a loan for the purchase of such dwelling. With respect to 
any loan made to an eligible veteran under this subsection, 
the Administrator may make advances during the construc- 
tion of the-dwelling, up to a maximum in advances of (A) the 
cost of the land plus (B) 80 per centum of the value of the 
construction in place. 


If, during the life of the commitment, the builder or sponsor obtains 
contracts to purchase the homes from eligible veterans, the Adminis- 
trator will then enter into a commitment with the veteran for a loan 
for the pure ‘hase of such dwelling. Further, the Administrator can 
make advances to the builder on the veteran’s loan during the con- 
struction up to a maximum of the total cost of the land plus 80 percent 
of the value of the construction in place. 


(3) After the Administrator has entered into a commit- 
ment to make a veteran a loan under this subsec tion, he may 
refer the proposed loan to the Voluntary Home } ortzace 
Credit Committee, in order to afford a private lender the 
opportunity to acquire such loan subject to guaranty as 
provided in paragraph (5) of subsection (d) of this section. 
If, before the expiration of sixty days after the lozn made to 
the veteran by the Administrator is fully disbursed, a private 
lender agrees to purchase such loan, all or any part of the 
commitment fee paid to the Adminisirator with respect to 
such loan may be paid to such private lender when such loan 
is so purchased, 

If a private lender has not purchased or agreed to purchase 
such loan before the expiration of sixty days after the loan 
made by the Administrator is fully disbursed, the commit- 
ment fee paid with respect to such loan shall become a part 
of the special deposit account referred to in subsection (c) of 
section 513 of this title. If a loan is not made to a veteran 
for the purchase of a dwelling, the commitment fee paid 
with respect to such dwelling shall become a part of such 
special deposit account. 


In order to avoid any delays in the proposed construction cases 
which may be caused by the Veterans’ Administration referring an 
individual veteran’s direct loan application to the Voluntary Home 
Mortgage Credit Program, the Administrator may refer the completed 
loans to the Voluntary Home Mortgage Credit Program, who will be 
given up to 60 days after the loan has been fully disbursed by the 
Administrator to purchase such loans. Further, the Administrator, 
if requived, is authorized to pay any or all of the commitment fee 
received on each loan if such loan is sold to a private lender. In the 
event no direct loan is made, or if the loan is sold without payment of 
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all or any part of the commitment fee, or if the loan is not sold before 
the expiration of the 60 days, the commitment fee not otherwise 
disbursed shall become a part of the special deposit account for direct 
loans. 


(4) The Administrator may exempt dwellings constructed 
through assistance provided by this subsection from the 
minimum land planning and subdivision requirements 
prescribed pursuant to subsection (b) of section 504 of this 
title, and with respect to such dwellings may prescribe special 
minimum land planning and subdivision requirements 
which shall be in keeping with the general housing facilities in 
the locality but shall require that such dwellings meet 
minimum requirements of structural soundness and general 
acceptability. 


In recognition of the fact that land planning and subdivision require- 
ments which are imposed in or near metropolitan centers often would 
represent overimprovements or otherwise are not feasible in rural 
areas and small cities and towns, this bill would authorize the Vet- 
erans’ Administration to exempt such dwellings from the minimum 
land planning and subdivision requirements generally imposed under 
section 504 (b). However, the bill would require the Veterans’ Ad- 
ministration to prescribe land planning and subdivision requirements 
that are in keeping with the general housing facilities in the locality. 
In addition, the modified minimum property requirements shall be 
such that the structural soundness and general acceptability of the 
dwellings are not impaired. It is expected that the modified require- 
ments will be made applicable to guaranteed loans in these areas as 
well as to direct loans. 


SUBSECTION (f) OF SECTION 2 


(f) The authority to make loans under this section shall 
expire July 25, 1958, except that if a commitment to a 
veteran to make such a loan was issued by the Administrator 
before that date the loan may be completed after that date. 


The present direct loan program is scheduled to expire June 30, 
1958. This date has been extended to July 25, 1958, so that it corre- 


sponds with the expiration date of the guaranteed loan program for 
World War II veterans. 


SUBSECTION (&) OF SECTION 2 


Sec. 2. (a) Subsection (a) of section 513 of such Act (38 U.S. C., 
sec. 694m) is amended (1) by striking out “June 30, 1957” and 
‘© Sec. 2. (a) Subsection (a) of section 513 of such Act (38 U.S. C., 
sec. 694m) is amended (1) by striking out “June 30, 1957” and 
inserting “July 25, 1958’, and (2) by inserting immediately before the 
period at the end of the second sentence thereof the following: 
“retaining, however, a reasonable reserve for making loans with 
respect to which he has entered into commitments with veterans 
before such last day”’. 

Public Law 1020, 84th Congress (Housing Act of 1956), extended 
the direct loan program for 1 year from June 30, 1957, to June 30, 
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1958. However, no provision was made authorizing additional funds 
for this l-year extension. This section authorizes such additional 
funds and provides that the Administrator may retain a reasonable 
reserve for closing loans with respect to which he has entered into 
commitments on or before the last day of the program—namely, 
July 25, 1958. 

SUBSECTION (b) OF SECTION 2 


(b) Subsection (c) of such action is amended by striking 
out “June 30, 1958” and inserting “June 30, 1959”’, 


SUBSECTION (C) OF SECTION 2 


(c) Subsection (d) of such section 513 is amended (1) by 
striking out “1957” and inserting 1958”; (2) by inserting 
immediately after ‘‘so advanced” the following: “under this 
sentence’; and (3) by inserting immediately after the first 
sentence therein the following new sentence: ‘“The Secretary 
of the Treasury shall also advance to the Administrator from 
time to time until July 25, 1958, such additional sums as the 
Administrator may request (not in excess of the difference 
between the amounts advanced under this subsection after 
June 30, 1955, and the maximum amounts which could have 
been advanced upon the request of the Administrator after 
June 30, 1955, and before the date of the request).” 


This section provides that the Administrator may request and draw 
from the Treasury all sums previously authorized for the direct loan 
program which to date have not been requested, and which otherwise 
would be unavailable. 


SUBSECTION (&) OF SECTION 8 


Sec. 3. (a) The fourth sentence of subsection (a) of 
section 500 of such Act (38 U. S. C., sec. 694) is amended by 
striking out all that follows “‘in this title,’ and inserting ‘‘is 
automatically guaranteed by the Government by this ‘title 
in an amount not exceeding 60 per centum of the loan if the 
loan is made for any of the purposes specified in section 501 
of this title and not exceeding 50 per centum of the loan if 
made for any of the purposes specified in section 502, 503, 
or 507 of this title: Provided, That unless the loan is made 
for one of the purposes specified in section 501 of this title 
the aggregate amount guaranteed shall not exceed $2,000 in 
the case of non-real-estate loans, nor $4,000 in the case of 
real-estate loans, or a prorated portion thereof on loans of 
both types or combination thereof.”’. 


SUBSECTION (b) OF SECTION 3 


(b) Subsection (b) of section 501 of such Act (38 U.S. C., 
sec. 694a) is amended by striking out all that follows “‘(b)” 
to the colon immediately preceding the first proviso and 
inserting: “Any loan made to a veteran for any of the pur- 
poses specified in subsection (a) or subsection (c) of this 
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section 501 is automatically guaranteed, if otherwise made 
pursuant to the provisions of this title, in an amount not 
exceeding 60 per centum of the loan” 


SUBSECTION (C) OF SECTION 8 


(c) Subsection (c) of such section 501 is amended by strik- 
ing out ‘‘may be guaranteed” and inserting ‘‘is automatically 
guaranteed”’, 


The report of the Veterans’ Administration follows: 


Frepruary 18, 1957, 
Hon. Ourn E. Teacur, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington 25, D. C. 

Dear Mr. Teacue: This will refer to your request for a report 

by the Veterans’ Administration on H. R. 4602, 85th Congress, 

“‘a bill to encourage new residential construction for veterans’ housing 
in rural areas and small cities and towns by raising the maximum 
amount in which direct loans may be made from $10,000 to $12,500, 
to authorize advance financing commitments, to extend the direct loan 
program for veterans, and for other purposes, and on H. R. 4556 and 
H. R. 4606, each entitled “A bill to encourage new residential construc- 
tion for veterans’ housing in rural areas and small cities and towns 
by raising the maximum amount in which direct loans may be made 
from $10,000 to $12,500, to authorize advance financing commitments, 
to extend the direct loan program for veterans, to authorize the 
Administrator of Veterans’ Affairs to prescribe a rate of interest on 
guaranteed and direct loans of not more than 5 percent per annum, 
and for other purposes.” It is noted that these measures are identical 
except that H. R. 4556 and H. R. 4606 contain a provision permitting 
an increase in the interest rate on GI loans from 4} percent to 5 
percent, whereas H. R. 4602 contains no such provision. 

The primary purpose of these measures is to provide housing 

credit to veterans in nonmetropolitan areas where mortgage financing 

for Veterans’ Administration guaranteed loans is found to be generally 
unavailable. Accordingly, the provisions of the Servicemen’s Re- 
adjustment Act of 1944, relating to direct loans for veterans, would 
be revised in the following particulars: 

(1) As indicated, H. R. 4556 and H. R. 4606 would amend section 
500 (b) of the Servicemen’s Readjustment Act to permit the Ad- 
ministrator, with the approval of the Secretary of the Treasury, to 
increase the interest rate on Veterans’ Administration guaranteed 
loans to 5 percent. A corresponding increase could also be prescribed 
by the Administrator with respect to direct loans under section 512. 

(2) The aggregate amount of direct loans which may be made to 
an eligible veteran would be increased from $10,000 to $12,500, with 
& corresponding change made in the formula relating to the charge 
against a veteran’s guaranty entitlement as the result of a direct loan. 

(3) Direct loans would be made in “housing credit shortage areas,’ 
i. e., rural areas and small cities and towns, not near large Sowropall 
tan areas, where there is not and has not generally been private 
capital available for VA-guaranteed loans. Under present law the 
Administrator is authorized to make direct loans if he finds that private 
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capital is not available, but administrative practice, with legislative 
sanction, has limited direct loans to the rural areas and small com- 
munities. The proposed legislation, in specifying the requirements 
for designating “housing credit shortage areas” for direct loan eligi- 
bility, would maintain the pattern of excluding large metropolitan 
areas. 

(4) The Administrator would be authorized to make a nonassign- 
able commitment to a builder in a housing credit shortage area for 
the reservation of funds for a period of 3 months, or such longer period 
as may be authorized, for the purpose of financing housing to be sold 
to eligible veterans who contract to purchase such housing during the 

eriod the commitment is effective. A nonrefundable commitment 
ee, of up to 2 percent of the reserved funds, would be paid by the 
builder to the Administrator in such cases. It is further provided 
that after the Administrator has made a loan commitemnt to an 
eligible veteran, the veteran’s application may be referred to the 
Voluntary Home Mortgage Credit Committee in order to afford a 
private lender the opportunity of acquiring the loan with a VA guar- 
anty. Ifa private lender agrees to purchase a loan before the ex- 
piration of 60 days after the loan has been fully disbursed, the com- 
mitment fee paid in respect to such loan may be paid to the private 
lender. All other commitment fees would be deposited in the special 
deposit account provided in section 513 (c) and become a part of the 
revolving fund. Advances on a direct loan to a veteran would be 
ermitted during construction up to the maximum of the cost of the 
and plus 80 percent of the value of the construction in place, with 
the balance of the loan payable after the construction has been com- 
pleted and approved by the Veterans’ Administration. Land planning 
and subdivision requirements now generally applicable to Veterans’ 
Administration housing could be relaxed for dwellings constructed 
in a housing credit shortage area although such dwellings would have 
to meet minimum requirements of structural soundness and general 
acceptability. 

(5) The authority of the Administrator to make direct loans would 
be extended from June 30, 1958, to July 25, 1958, in order to make the 
direct loan program coterminous with the loan guaranty program for 
veterans of World War II. The bill would also extend the period 
during which the Administrator could request funds for direct loans 
from the Secretary of the Treasury from June 30, 1957, to July 25, 
1958, and extend the time for returning unexpended advances and 
principal repayments to the Treasury to June 30, 1959. In addition, 
the funds available for direct loans would be increased by as much as 
$150 million for the fiscal year ending June 30, 1958 (not to exceed 
$50 million quarterly less the amount of direct loan sales in the 
previous quarter), plus an amount equal to the authorized funds that 
could have been advanced to the Administrator, but which have now 
lapsed because they were not requested. ‘This latter amount would 
approximate $60 million. 

(6) Among other direct loan amendments are those (a) to permit 
the Administrator to require a veteran borrower to pay the expenses 
incident to loan origination, or a reasonable flat allowance in lieu 
thereof, in addition to the loan closing costs, and (b) to delete reference 
to a specified interest rate for Veterans’ Administration direct loans 
while retaining the provision that such interest rate may not exceed 
the rate authorized for VA-guaranteed home loans. 


23009°—58 H. Rept., 85-1, vol. 1——27 
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(7) In addition to the amendments to the direct loan program, 
section 3 of the bills would amend sections 500 and 501 of the Service- 
men’s Readjustment Act to provide that home and farmhouse loans 

made by supervised lenders under sections 501 (b) and 501 (e), 
respectively, may be automatically guaranteed as in the case of sec- 
tion 501 (a) home loans made by supervised lenders, notwithstanding 
the increased percentage and amount of guaranty permissible in respect 
to section 501 (b) and section 501 (c) loans. 

In connection with the proposal to raise the maximum direct loan 
amount, it should be noted that since the direct loan program was 
authorized in 1950, there has been an increase of about 22 percent 
in the cost of residential construction, according to the Boeckh Index. 
In addition, the high income levels which have been maintained make 
it. possible for veterans to acquire larger and more expensive homes 
which are better able to serve their needs. Undoubtedly, the current 
lack of demand in some direct loan areas can be attributed to the fact 
that houses which veterans are interested in obtaining cannot be 
acquired with a $10,000 direct loan, since they do not have suflicient 
cash resources to pay the difference between the purchase price and 
the maximum loan amount. 

It is believed that authorizing the Administrator to issue commit- 
ments to builders or sponsors for the reservation of direct loan funds 
undoubtedly will encourage residential construction for veterans’ 
housing in some of the smaller cities and towns. At the present time 
the builder is in no position to rely on direct lean financing in order to 
market his units, as all loan negotiations are with the veteran and the 
project builder has no assured source of financing. Under the pro- 
posed bills, the stage payments authorized during the course of con- 
struction could afford the builder a source of financing which would 
obviate the need for his obtaining an independent construction loan. 
Under existing law, construction loans are approved on behalf of 
individual veterans but there is no provision for a reservation of funds. 

The present procedure of referring applicants to the Voluntary 
Home Mortgage Credit Program committees before they are furnished 
with direct loan applications would be modified in cases where there 
is areservation of funds. Under the bill, the Veterans’ Administration 
would process the applications of purchasers who had contracted for 
dwelling units in respect to which commitments were outstanding to 
the builder or sponsor. After the loan is approved and the veteran is 
furnished with a commitment, referral to VAMCP would be author- 
ized for the purpose of affording a private lender the opportunity of 
acquiring the guaranteed loan upon completion of the unit and full 
disbursement of the proceeds. If a construction loan to the veteran is 
involved, the loan will be closed and all advances made thereunder by 
the Veterans’ Administration. In respect to the acquisition of existing 
construction, or new or proposed construction other than that subject 
to a VA commitment to a builder or sponsor, however, it is presumed 
that the present procedure of VHMCP referral would be continued. 

In connection with the proposal to require the Administrator to 
determine the loan origination expenses, and to charge the veteran 
with such expenses, or a reasonable flat amount in lieu thereof, in 
addition to the loan closing costs, it is to be observed that under 
present procedures the veteran is not charged with the loan closer’s 
fee and this amount is absorbed by the Veterans’ Administration, 
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The imposition of an origination charge, as proposed in the bills, would 
tend to place direct loans and guaranteed loans more on the same 
basis insofar as the cost to the veteran is concerned. 

The direct loan program was extended on August 7, 1956, from 
June 30, 1957, to June 30, 1958, by section 607 of Public Law 1020, 
84th Congress, but no provision for additional funds was included. 
The amount of direct loan funds presently authorized appears to be 
sufficient to accommodate all direct loan applications that may be 
received during the present fiscal year under the laws and policies 
now in effect. It should be pointed out, however, that the provi- 
sions in the proposed bills increasing the maximum loan amount and 
authorizing commitments with builders and sponsors would un- 
doubtedly increase direct loan activity to the extent that additional 
funds would be required. 

It will be recalled that on January 24 and 25, 1957, in the hearing 
before your committee, the Veterans’ Administration recommended 
that the interest rate on GI loans be increased from 4% to 5 percent. 
It is believed that such an increase is needed so that veterans will be 
placed in a competitive position with others who are seeking invest- 
ment capital, and thus avoid having the loan guaranty benefit become 
entirely useless because it cannot be exercised under current economic 
conditions. The proposals contained in H. R. 4602 for the imple- 
mentation of the direct loan program without such an interest rate 
increase do not reach the basic problem with respect to the avail- 
ability of finaucing for World War II and Korean veterans residing 
in metropolitan areas. On the other hand, the provision for an inter- 
est rate increase as contained in H. R. 4556 and H. R. 4606 appears 
to offer a relatively substantial prospect of increased availability of 
loans for veterans in all geographic areas of the country. 

The provisions of section 3 relative to an automatic guaranty for 
all VA home loans were recommended for enactment by the Adminis- 
trator in a letter to the Speaker of the House of Representatives dated 
January 15, 1957. This letter pointed out that guaranteed loans 
made on an automatic basis are less costly and time-consuming to 
process than are loans originated subject to prior approval of the 
Veterans’ Administration. The extension of the automatic guaranty 
to home loans made pursuant to section 501 (b) and 501 (c) of the 
act would, therefore, foster economy and efficiency in administrative 
operations. Moreover, by eliminating seemingly greater complexity 
surrounding these loans under existing provisions, it would also en- 
gender greater confidence in them by lenders and the public generally. 

The administrative cost of the bills is not subject to precise estimate. 
Since it is contemplated, however, that the veteran will be charged 
with loan origination expenses, it is anticipated that the costs involved 
in any additional loans made would be defrayed by such payment. 

In summary, it should be stated that the subject bills contain 
many provisions which appear to be desirable. ‘The continuation 
of the present 4% percent interest rate on GI loans under H. R. 4602, 
however, would limit the practical benefits under this proposal to a 
relatively few veterans, and would bring no prospect of improvement 
in the availability of the GI loan benefit to the great majority of 
presently eligible veterans. Accordingly, unless H. R. 4602 is amended 
to permit an increase in the maximum interest rate, such as is proposed 
by H. R. 4556 and H. R. 4606, and thereby provide a vehicle for 
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substantial improvement in the competitive position of the GI 
loan in the present mortgage market with consequent advantage to the 
veteran home buyer, I would be unable to recommend favorable 
consideration of this measure by your committee. For the reasons 
stated, however, favorable consideration of either H. R. 4556 or 
H. R. 4606 is recommended. 
Sincerely yours, 
H. V. Hietey, Administrator. 


RamMSEYER RvuLE 


In accordance with clause 3 of rule XIII of the Rules of the House 
of Representatives, the changes made in existing law by the bill are 
shown as follows (existing law proposed to be omitted is in black 
brackets; new matter is in italic; existing law in which no changes 
are proposed is shown in roman): 


[SUPPLEMENTAL] DIRECT LOANS TO VETERANS 


[Src. 512. (a) (1) Upon application by a veteran eligible for the 
benefits of this title, the Administrator is authorized and directed to 
make, or enter into a commitment to make, the veteran a loan for any 
of the following purposes: 

(A) To purchase or construct a dwelling to be owned and 
occupied by him as a home; 

[(B) To purchase a farm on which there is a farm residence 
to be occupied by the veteran as his home; 

E(C) To construct on land owned by the veteran a farm 
residence to be occupied by him as his home; or 

[(D) To repair, alter, or improve a farm residence or other 
dwelling owned by the veteran and occupied by him as his home; 

if the Administrator finds that. in the area in which the dwelling, 
farm, or farm residence is located or is to be constructed, private 
capital is not available for the financing of the purchase or construc- 
tion of dwellings, the purchase of farms with farm residences, or the 
construction, repair, alteration, or improvement of farm residences or 
other dwellings, as the case may be, by veterans under this title. In 
case there is an indebtedness which is secured by a lien against land 
owned by the veteran, the proceeds of a loan made under this section 
for the construction of a dwelling or farm residence on such land may 
be expended also to liquidate such lien, but only if the reasonable 
value of the land is equal to or in excess of the amount of the lien. 

[(2) No loan shall be made under this section to a veteran unless 
he shows to the satisfaction of the Administrator— 

[(A) that he is a satisfactory credit risk; 

[(B) that the payments to be required under the proposed 
loan bear a proper relation to the veteran’s present and antici- 
pated income and expenses; 

[(C) that he is unable to obtain from private lending sources 
in such area at an interest rate not in excess of the rate authorized 
for guaranteed home loans a loan for such purpose for which he 
is qualified under section 501 of this title; and 

[(D) that he is unable to obtain a loan for such purpose from 
the Secretary of Agriculture under the Bankhead-Jones Farm 
Tenant Act, as amended, or under the Housing Act of 1949. 
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[(b) Loans made under this section shall bear interest at the rate 
to be determined by the Administrator of Veterans’ Affairs, not to 
exceed the rate authorized for guaranteed home loans, and in no event 
to exceed 4% per centum per annum and shall be ‘subject to such 
requirements or limitations prescribed for loans guaranteed under this 
title as may be applicable: Provided, That— 

((A) the original principal amount of any such loan shall not 
exceed an amount which bears the same ratio to $10,000 as the 
amount of guaranty to which the veteran is entitled under section 
501 at the time the loan is made bears to $7,500; 

[(B) the guaranty entitlement of the veteran shall be charged 
with an amount which bears the same ratio to $7,500 as the 
amount of the loan bears to $10,000; 

[(C) the authority to make loans under this section shall 
expire June 30, 1958, except that if a commitment to make such 
a loan was issued by the Administrator prior to that date the 
loan may be completed subsequent to such date. 

[(c) In connection with any loan under this section, the Adminis- 
trator is authorized to make advances in cash to pay the taxes and 
assessments on the real estate, to provide for the purpose of makin 
repairs, alterations, and improvements, and to meet the incidental 
expenses of the transaction, and shall credit to the principal of the 
loan an amount equal to that which would have been payable under 
section 500 (c) of this title had the loan been made by a private 
institution. 

{(d) The Administrator is authorized to sell, and shall offer for 
sale, to any person or entity approved for such purpose by the 
Administrator, any loan made under this section at a price not less 
than par; that is, the unpaid balance plus accrued interest, and may 
guarantee any loan thus sold subject to the same conditions, terms, 
and limitations which would be applicable were the loan guaranteed 
under section 501 of this title. 

[(e) Loans made under this section shal! be repaid in monthly 
installments; except that in the case of loans made for any of the 
purposes described in clause (B), (C), or (D) of paragraph (1) of 
subsection (a), the Administrator may provide that such loans shall 
be repaid in quarterly, semiannual, or annual installments. 

[(f) No veteran may obtain loans under this section aggregating 
more than $10,000.] 

Sec. 612. (a) The Congress finds that housing credit under section 501 
of this title is not and has not been generally available to veterans living 
in rural areas, or in small cities and towns not near large metropolitan 
areas. It is therefore the purpose of this section to provide housing credit 
for veterans living in such rural areas and such small cities and towns. 

(b) Whenever the Administrator finds that private capital ws not 
generally available in any rural area or small city or town for the financing 
of loans guaranteed under section 501 of this title, he shall designate 
such rural area or small ciy or town as a “housing credit shortage area” 
and shall make, or enter into commitments to make, loans for any or all 
of the following purposes in such area— 

(1) For the purchase or construction of a dwelling to be owned 
and occupied by a veteran as his home; 

(2) For the purchase of a farm on which there is a farm residence 
to be owned and occupied by a veteran as his home; 
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(3) For the construction on land owned by a veteran of a farm 
residence to be occupied by him as his home; or 
(4) For the repair, alteration, or improvement of a farm residence 
or other dwelling owned by a veteran and occupied by him as his 
home. ° 
If there is an indebtedness which is secured by a lien against land owned 
by a veteran, the proceeds of a loan made under this section for the con- 
struction of a dwelling or farm residence on such land may be expended 
also to liquidate such lien, but only if the reasonable value of the land is 
equal to or in excess of the amount of the lien. 

(c) No loan may be made under this section to a veteran unless he 
shows to the satisfaction of the Administrator that— 

(1) he is a satisfactory credit risk; 

(2) the payments to be required under the proposed loan bear a 
proper relation to his present and anticipated income and expenses; 

(3) he is unable to obtain from a private lender in such housing 
credit shortage area, at an interest rate not in ercess of the rate 
authorized for guaranteed home loans, a loan for such purpose for 
which he is qualified under section 501 of this title; and 

(4) he is unable to obtain a loan for such purpose from.the Sec- 
retary of Agriculture under the Bankhead-Jones Farm Tenant Act 
or under the Housing Act of 1949. 

(d) (1) Leans made under this section shall bear interest at a rate 
determined by the Administrator, not to exceed the rate authorized for 
guaranteed home loans, and shall be subject to such requirements or 
limitations prescribed for loans guaranteed under this title as may be 
applicable. 

(2) The original principal amount of any loan made under this see- 
tion shall not exceed an amount which bears the same ratio to $12,500 as 
the amount of guaranty to which the veteran is entitled under section 501 
at the time the loan is made bears to $7,500; and the guaranty entitlement 
of any veteran who heretofore or hereafter has been granted a loan under 
this section shall be charged with an amount which bears the same ratio 
to $7,500 as the amount of the loan bears to $12,500. 

(3) In connection with any loan under this section, the Administrator 
is authorized to make advances in cash to pay the taxes and assess- 
ments on the real estate, to provide for the purpose of making repairs, alter- 
ations, and improvements, and to meet the incidental expenses of the 
transaction. The Administrator shall determine the expenses incident to 
origination of loans made under tivis section, which expenses, or a 
reasonable flat allowance in lieu thereof, shall be paid by the veteran in 
addition to the loan closing costs. 

(4) Loans made under this section shall be repaid in monthly install- 
ments; except that in the case of loans made for any of the purposes de- 
scribed in paragraph (2), (3), or (4) of subsection (b), the Administrator 
may provide that such loans shall be repaid in quarterly, semiannual, or 
annual installments. 

(5) The Administrator may sell, and shall offer for sale, to any person 
or entity approved for such purpose by him, any loan made under this 
section at a price not less than par; that is, the unpaid balance plus accrued 
interest, and shall guarantee any loan thus sold subject to the same 
conditions, terms, and limitations which would be applicable were the 
loan guaranteed under section 501 of this title. 











VETERANS’ HOUSING IN RURAL AREAS AND SMALL CITIES 17 


(6) No veteran may obtain loans under this section aggregating more 
than $12,500. 

(e) (1) If any builder or sponsor proposes to construct one or more 
dwellings in a housing credit shortage area, the Administrator may enter 
into commitment with such builder or sponsor, under which funds available 
for loans under this section will be reserved for a period not in excess of 
three months, or such longer period as the Administrator may authorize 
to meet the needs in any particular case, for the purpose of making loans 
to veterans to purchase such dwellings. Such commitment may not be 
assigned or transferred except with the written approval of the Adminis- 
trator. The Administrator shall not enter into any such commitment 
unless such builder or sponsor pays a nonrefundable commitment fee 
to the Administrator in an amount determined by the Administrator, not 
to exceed 2 per centum of the funds reserved for such builder or sponsor. 

(2) Whenever the Administrator finds that a dwelling with respect to 
which funds are being reserved under this subsection, has been sold, or 
contracted to be sold, to a veteran eligible for a direct loan under this 
section, the Administrator shall enter into a commitment to make the 
veteran a loan for the purchase of such dwelling. With respect to any loan 
made to an eligible veteran under this subsection, the Administrator may 
make advances during the construction of the dwelling, up to a maximum 
in advances of (A) the cost of the land plus (B) 80 per centum of the 
value of the construction in place. 

(3) After the Administrator has entered into a commitment to make 
a veteran a loan under this subsection, he may refer the proposed loan to 
the Voluntary Ilome Mortgage Credit Committee, in order to afford a 
private lender the opportunity to acquire such loan subject to quaranty 
as provided in paragraph (5) of subsection (d) of this section. If, before 
the expiration of sixty days after the loan made to the veteran by the 
Administrator is fully disbursed, a private lender agrees to purchase 
such loan, all or any part of the commitment fee paid to the Administrator 
with respect to such loan may be paid to such private lender when such 
loan is so purchased. 

If a private lender has not purchased or agreed to purchase such loan 
before the expiration of siaty days after the loan made by the Adminis- 
trator is fully disbursed, the commitment fee paid with respect to such loan 
shall become a part of the special deposit account referred to in subsection 
(c) of section 513 of this title If a loan is not made to a veteran for the 
purchase of a dwelling, the commitment fee paid with respect to such 
dwelling shall become a part of such special deposit account. 

(4) The Administrator may exempt dwellings constructed through 
assistance provided by this subsection from the minimum land planning 
and subdivision requirements prescribed pursuant to subsection (b) of 
section 504 of this title, and with respect to such dwellings may prescribe 
special minimum land planning and subdivision requirements which 
shall be in keeping with the general housing facilities in the locality but 
shall require that such dwellings meet minimum requirements of structural 
soundness and general acceptability. 

(f) The authority to make loans under this section shall expire July 25, 
1958, except that if a commitment to a veteran to make such a loan was 
issued by the Administrator before that date the loan may be completed 
after that date. 











18 VETERANS’ HOUSING IN RURAL AREAS AND SMALL CITIES 


Sec. 513 (a) For the purposes of section 512 of this title, the Secre- 
tary of the Treasury is hereby authorized and directed to make avail- 
able to the Administrator such sums not in excess of $150,000,000 
(plus the amount of any funds which may have been deposited to 
the credit of miscellaneous receipts under subsections (a) and (c) 
hereof), as the Administrator shall request from time to time except 
that no sums may be made available after [June 30, 1957,] July 26, 
1958. After the last day on which the Administrator may make loans 
under that section, he shall cause to be deposited with the Treasurer 
of the United States, to the credit of miscellaneous receipts, that part 
of all sums in the special deposit account referred to in subsection (c) 
of this section, and all moneys received thereafter, representing un- 
expended advances or the repayment or recovery of the principal of 
loans made pursuant to section 512 of this title, retaining, however, a 
reasonable reserve for making loans with respect to which he has entered 
into commitments with veterans before such last day. Interest collected 
by the Administrator on loans made under section 512 in excess of the 
amount payable by him to the Treasurer of the United States under 
subsection (b) of this section, together with any miscellaneous income 
or credits, shall constitute a reserve for payment of losses, if any, and 
expenses incurred in the liquidation of said obligations. The Ad- 
ministrator shall have power to invest such reserves, or any un- 
expended part thereof, from time to time in obligations of the Govern- 
ment of the United States. 

(b) On advances by the Secretary of the Treasury under subsec- 
tion (a) of this section, less those amounts denosited in miscellaneous 
receipts under subsections (a) and (c) thereof the Administrator shall 
pay semiannually to the Treasurer of the United States interest at 
the rate or rates determined by the Secretary of the Treasury, taking 
into consideration the current average rate on outstanding market- 
able obligations of the United States as of the last day of the month 
preceding the advance. 

(c) In order to make available the sums payable under subsec- 
tion (a) of this section and to effectuate the purposes and functions 
authorized in section 512 of this title, the Secretary of the Treasury 
is hereby authorized to use, as a public debt transaction, the proceeds 
of the sale of any securities issued under the Second Liberty Bond 
Act 2s now in force or as hereafter amended, and the purposes for 
which securities may be issued under the Second Liberty Bond Act 
as now in force or as hereafter amended, are hereby extended to in- 
clude such purposes. Such sums, together with all receipts 144 
under, shall be deposited with the Treasurer of the United States, 

a special deposit account, and shall be available, respectively, for - 
bursement for the purposes of section 512 of this title. Except as 
otherwise provided in subsection (a) of this section, the Adminis- 
trator shall from time to time cause to be deposited into the Treas- 
ury of the United States, to the credit of miscellaneous receipts, such 
of the funds in said account as in his judgment are not needed for 
the purposes for which they were provided, including the proceeds of 
the sale of any loans, and not later than [June 30, 1958] June 30, 
1959, he shall cause to be so deposited all suras in said account and 
all moneys received thereafter in repayment of outstanding obliga- 
tions, or otherwise, except so much thereof as he may determine to 
be necessary for purposes of liquidation. Without regard to any 
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other provisions of this title, said Administrator shall have authority 
to take or cause to be taken such action as in his judgment may bo 
necessary or appropriate for or in connection with the custody, man- 
agement, protection, and realization or sale of such investments, to 
determine his necessary expenses and expenditures, and the manner 
in which the same shall be incurred, allowed and paid, to make such 
rules, regulations, and orders as he may deem necessary or appro- 
priate for the carrying out of the functions hereby or hereunder 
authorized and, except as otherwise expressly provided in this title, 
to employ, utilize, compensate, and delegate any of his functions 
hereunder to, such persons and such corporate or other agencies, 
including agencies of the United States, as he may designate. 

(d) For the purposes of further augmenting the revolving fund 
established in subsection (a) hereof the Secretary of the Treasury is 
authorized and directed between the effective date of this subsection 
and July 1, 1952, to make available to the Administrator such addi- 
tional sums not in excess of $25,000,000 as the Administrator may 
request, and is authorized and directed to advance from time to there- 
after until June 30, [1957] 1958, such additional sums (not in excess of 
$150,000,000 in any one fiséal year) as the Administrator may request, 
except that the aggregate so advanced under this sentence in any 
one quarter. annual period shall not exceed the sum of $50,000,000 
less that amount which had been returned to the revolving fund 
during the preceding quarter annual period from the sale of loans 
pursuant to section 512 (d) of this title. The Secretary of the Treasury 
shall also advance to the Administrator from time to time until July 25, 
1958, such additional sums as the Administrator may request (not in 
excess of the difference between the amounts advanced under this subsection 
after June 30, 1955, and the maximum amounts which could have been 
adranced upon the request of the Administrator after June 80, 1955, and 
before the date of the request. Except for the limitation on the sums 
authorized in subsection (a) hereof, this subsection shall be subject 
to the other provisions of this section and of this title. 

Sec. 500. (a) Any person who shall have served in the active 
military or naval service of the United States at any time on or after 
September 16, 1940, and prior to the termination of the present war, 
or at any time on or after June 27, 1950, and prior to such date * as 
shall be determined by Presidential proclamation or concurrent reso- 
lution of the Congress, and who shall have been discharged or released 
therefrom under conditions other than dishonorable after active 
service of ninety days or more, or by reason of an injury or disability 
incurred in service in line of duty, shall be eligible for the benefits of 
this title. Entitlement derived from service on or after June 27, 
1950, shall (1) cancel any unused entitlement derived from service 
prior to June 27, 1950, and (2) be reduced by the amount entitlement 
from such prior service shall have been used to obtain a direct, guaran- 
teed, or insured loan (a) on real property which the veteran owns at 
the time of application or (b) as to which the Administrator shall 
have incurred actual liability or loss, unless in the event of loss or 
the incurrence and payment of such liability by the Administrator, 
the resultant indebtedness of the veteran to the Government shall 
have been paid in full. The unremarried widow of any person who 
met the service requirements for benefits under this title and who 
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died, either in service or after separation from service under con- 
ditions other than dishonorable, as a result of injury or disease in- 
curred in or aggravated by such service in line of duty (other than 
any such widow who by reason of her own service is eligible for the 
benefits of this title), shall also be eligible for the benefits of this 
title; and the term “‘veteran” as used in this title shall include any 
such unremarried widow. Any loan made by such veteran within 
eleven years after the termination of the war, and any loan to a veteran 
eligible by virtue of active service on or after June 27, 1950, if made 
within ten years after such date as shall be determined by Presidential 
proclamation or concurrent resolution of the Congress, for any of the 
purposes, and in compliance with the provisions, specified in this 
title, [is automatically guaranteed by the Government by this title 
in an amount not exceeding fifty per centum of the loan: Provided, 
That the aggregate amount guaranteed shall not exceed $2,000 in the 
case of nonreal-estate loans, nor $4,000 in the case of real-estate loans; 
or a prorated portion thereof on loans of both types or combination 
thereof.] is automatically guaranteed by the Government by this title in 
an amount not exceeding 60 per centum of the loan if the loan is made 
for any of the purposes specified in section 501 of this title and not 
exceeding 50 per centum of the loan if made for any of the purposes speci- 
fied in section 502, 503, or 507 of this title: Provided, That unless the 
loan is made for one of the purposes specified in section 501 of this title 
the aggregate amount guaranteed shall not exceed $2,000 in the case of 
non-real-estate loans, nor $4,000 in the case of real-estate loans, or a 
prorated portion thereof on loans of both types or combination thereof. 
In computing the aggregate amount of guaranty or insurance entitle- 
ment available to a veteran under this title, the Administrator may 
in his discretion exclude the initial use of the guaranty or insurance 
entitlement used for any loan with respect to which the security 
(1) has been taken (by condemnation or otherwise) by the United 
States, any State, or a local government agency for public use, or 
(2) has been destroyed by fire or other natural hazard, or (3) has been 
disposed of because of other compelling reasons devoid of fault on the 
part of the veteran and, notwithstanding any other provision of this 
section to the contrary, an entitlement may be so excluded and 
restored to the use of any veteran at any time prior to January 31, 
1965, for the purpose of obtaining a loan which will be guaranteed 
or insured in accordance with the provisions of this title: Provided, 
That any amount paid by the Administrator under section 500 (c) of 
this part shall be deducted from the amount payable on the succeeding 
loan under that section. In computing the aggregate amount of 
guaranty or insurance entitlement available to a veteran under this 
title, the Administrator shall exclude the amount of guaranty or 
insurance entitlement previously used for any loan guaranteed or 
insured under section 501 which has been repaid in full, and with 
respect to which the real property which served as security for the 
loan has been disposed of because the veteran, while in the active 
service, was transferred by the military department with which he 
was serving. 

Src. 501. (b) Any loan made to a veteran for the purposes speci- 
fied in subsection (a) or subsection (c) of this section 501 [may 
notwithstanding the provisions of subsection (a) of section 500 of 
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this title relating to the percentage or aggregate amount of loan to 
be guaranteed, be guaranteed,] is automatically guaranteed if other- 
wise made pursuant to the provisions of this title, in an amount not 
exceeding 60 per centum of the loan: Provided, That the aggregate 
amount of any guaranties to a veteran under this title shall not 
exceed $7,500, nor shall any gratuities payable under subsection (c) 
of section 500 of this title exceed the amount which is payable on 
loans guaranteed in accordance with the maxima provided for in sub- 
section (a) of section 500 of this title: And provided further, That no 
such loan for the repair, alteration, or improvement of property shall 
be insured or guaranteed under this Act unless such repair, alteration, 
or improvement substantially protects or improves the basic livability 
or utility of the property involved. 

(c) Notwithstanding section 502 of this title, but subject to para- 
graphs (1), (2), and (3) of subsection (a) of this section, any loan made 
to a veteran under this title [may be guaranteed] 7s automatically 
guaranteed if the proceeds thereof will be used for any of the following 
purposes: 

(1) To purchase a farm on which there is a farm residence to be 
occupied by the veteran as his home; 
(2) To construct on land owned by the veteran a farm residence 
to be occupied by him as his home; or 
(3) To repair, alter, or improve a farm residence owned by the 
veteran and occupied by him as his home. 
If there is an indebtedness which is secured by a lien against land 
owned by the veteran, the proceeds of a loan for the construction of a 
farm residence on such land may be expended also to liquidate such 
lien, but only if the reasonable value of the land is equal to or in excess 
of the amount of the lien. O 
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AUTHORIZING SETTLEMENT FOR CERTAIN INEQUITABLE LOSSES 
IN PAY SUSTAINED BY OFFICEKS OF THE COMMISSIONED SERV- 
ICES UNDER THE EMERGENCY ECONOMY LEGISLATION 


Ferrvuary 19, 1957.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed. 


Mr. Forrester, from the Committee on the Judiciary, submitted the 
following 


REPORT 


{To accompany H. R. 293} 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 293) to authorize settlement for certain inequitable losses in 
pay sustained by officers of the commissioned services under the 
emergency economy legislation, and for other purposes, having 
considered the same, report favorably thereon without amendment 
and recommend that the bill do pass. 


PURPOSE 


The purpose of the proposed legislation is to provide for the payment 
to officers, former officers, or the widows and legal representatives of 
such officers who are deceased, of amounts which would have been due 
the officers because of advancement in rank; but were not paid be- 
cause of the application of section 201 of the Legislative Appropriation 
Act for the fiscal vear ending June 30, 1933. 


STATEMENT 


The payments with which this bill is concerned were denied to cer- 
tain commissioned officers of the armed services and were earned by 
them in the period of 1932 to 1934. However, despite the fact that 
these officers were entitled to the money because they had received 
actual promotions in rank with attendant increases in responsibility 
and expense, section 201 of the Economy Act of June 30, 1932 (47 
Stat. 403), was applied so as to bar increases in pay as a result of the 
promotion. This committee is of the firm conviction that this was a 
clear case of injustice. 
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It is of particular importance in the consideration of this matter to 
note that the Department of Defense favors this legislation and has 
taken the position that it does not believe that the Congress intended 
to impose such inequitable burden on the officers affected. In referring 
to the similar bill H. R. 5888, introduced during the 84th Congress the 
Department of Defense in a communication of this committee stated: 


Enactment of H. R. 5888 would remove an injustice of 
long standing and one which was imposed upon officers 
actually advanced in rank as distinguished from those due 
increases in pay based upon longevity or advancement to 
the next pay period. It is believed that the Congress did 
not mean to impose this inequity on these officers. 


It is therefore apparent that H. R. 293 would only insure that em- 
ployees discrimitiated against under the economy legislation will 
finally receive their full statutory pay and then only after the Economy 
Act reductions were made. It applies solely to a small group of 
officers of the Armed Forces. It appears that civilian employees 
were not discriminated against as were these officers, and, as has been 
observed by the Department of Defense, H. R. 293 has the effect of 
correcting a mistaken or at least an unintended application of the law. 

This bill will not establish a precedent for this committee recognizes 
that this is a matter involving a relatively small group of individuals 
who were adversely affected bya a provision which apparently was never 
intended to have the effect it was given. Further, under the pro- 
visions of H. R. 293 the claims of all of those individuals will be finally 
determined and settled. 

This committee agrees with the Department of Defense that this 
bill would remove an injustice of long standing, and therefore recom- 
mends that the bill be considered favorably. 





OFFICE OF THE AssISTANT SECRETARY OF DEFENSE, 
Washington, D.C. 
Hon. EMANvet CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

Dear Mr. CuatrMan: Reference is made to a report addressed to 
you dated October 28, 1955, setting forth the views of the Department 
of Defense on H. R. 5888, a bill to authorize settlement for certain 
inequitable losses in pay sustained by officers of the commissioned 
services under the emergency economy legislation, and for other 
purposes. 

That report stated that the Department of Defense opposed the 
enactment of H. R. 5888. However, since preparation of that report, 
the Department of Defense has made further study of the proposal. 

Also subsequently, on April 23, 1956, the sponsor of the bill, Con- 
gressman Cecil R. King, advised the Department of Defense that 
certain amendments to the bill had been agreed upon in conference 
which would confine reimbursement to those officers who were nom- 
inated by the President for a higher rank and confirmed by the Senate. 

Enactment of H. R. 5888 would remove an injustice of long standing 
and one which was imposed upon officers actually advanced in rank 
as distinguished from those due increases in pay based upon longevity 





LS 


d 


Ss 


ae 


Je 0 


ue Oe 


SETTLEMENT FOR LOSSES IN PAY BY OFFICERS OF SERVICES 3 


or advancement to the next pay period. It is believed that the 
Congress did not mean to impose this inequity on these officers. 

After further consideration of the bill and the amendments proposed 
thereto, the Department of Defense wishes to advise that it has no 
objection to the enactment of H. R. 5888 as modified by the proposed 
amendments. 

It should be noted, however, that no provision has been made in 
the budget of the Department of Defense for fiscal year 1956 or 1957 
to cover the cost of this legislation if enacted. 

The Bureau of the Budget has advised— 

“At the time of our initial review of the proposal contained in H. R. 
5888, the Bureau of the Budget concurred in the compelling arguments 
presented in the earlier report of the Department of Defense. To 
restore certain reductions in pay at a time more than 20 years after 
they were imposed seems to us to be entirely inappropriate. Further- 
more, such action would establish a precedent for the retroactive 
alteration of other equally restrictive policies contained in the 
Economy Acts. 

“For these reasons the Bureau of the Budget continues to oppose 
very strongly the proposal set forth in H. R. 5888.” 

Sincerely yours, 
LoRNE KENNEDY, 
Deputy for Legislative Affairs. 


STATEMENT OF THE RetireD Orricers ASSOCIATION 


The Retired Officers Association, composed of many thousands of 
retired commissioned officers and warrant officers, Regular and Re- 
serve, male and female, of the Army, Navy, Air Force, Marine Corps, 
Coast Guard, Coast and Geodetic Survey, and Public Health Service, 
appreciates the courtesy of being afforded an opportunity of appearing 
here today to testify relative to H. R. 5888 having to do with the pro- 
posed settlement of certain inequitable losses in pay sustained by 
officers of the commissioned services under the Emergency Economy 
Act of 1932. 

H. R. 5888, as introduced, would authorize payments to certain 
commissioned officers, or former officers, of the uniformed services 
including widows and legal representatives of such officers where 
deceased, certain increases in pay, to be determined in each case by 
the Comptroller General, which increases in pay were, in 1932-34, 
earned by certain officers of the above-mentioned services but were 
denied to such officers at that time by reason of what is considered 
to have been an improper interpretation of section 201 of the Economy 
Act of June 30, 1932 (47 Stat. 403), and section 4 (a), title II, of the 
act of March 20, 1933 (48 Stat. 13). 

The wording of this bill, H. R. 5888, on page 1 thereof, at lines 6, 
7, 8, and 9, covers officers, “who, upon advancement in pay period 
or rank, did not receive an increase in the rates of pay or allowance 
for any part of the period beginning July 1, 1932, and ending June 30, 
1934,” ete. 

Attention is especially invited to part of the above working which 
covers two conditions; namely, (a) advancement in pay period, and 
(b) advancement in rank. In our discussion to follow we shall confine 
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ourselves to the latter condition, i. e., advancement in rank, as we 
consider that provision highly meritorious and feel strongly that relief 
most certainly should be given to officers advanced in rank during the 
period from July 1, 1932, to June 30, 1934, but who were denied the 
increased pay of the rank to which advanced. Such officers not only 
failed to receive the increased pay of the higher rank to which ad- 
vanced but, on the other hand, were actually compelled to continue 
under the pay scale of their old rank together with a 15-percent 
reduction of that old pay scale. 

This result was unintentional and was brought ebout by an unduly 
harsh construction of the law. 

Section 201 of the Economy Act of 1932 required the suspension 
for the fiscal year 1933 of automatic increases in compensation of 
employees of the Government, civilian and military, by reason of 
length of service or promotion. This suspension of automatic in- 
creases was continued in effect for the fiscal year 1934 by the provisions 
of the Economy Act of 1933 (act of March 20, 1933; 48 Stat. 13). 

Had the above-mentioned provisions of law been applied equally 
to both military personnel and civilian employees of the Government, 
there would be no justification for legislation at this time. Such, 
however, was not the case. Certain military officers were subjected to 
greater losses from their pay thaa were the majority of military 
personnel and all civilian employees of the Government, for which 
losses restitution should now be made. 

Section 201 of the Economy Acts in its application to military 
officers was interpreted not only to apply to longevity increases in 
pay for service or promotion which were automatic in character, but, 
with reference to military officers, this section was interpreted also 
to apply to withhold increases in pay due to actual promotions in 
rank—promotions which involved increases in responsibility and 
brought additional expenses to the officers concerned. 

The same interpretation did not apply to civilian employees of the 
Government in view of the fact that section 202 of the Economy 
Acts withheld from such civilian employees increases in pay only for 
administrative promotions, but not for promotions in grade. In 
other words, the comparatively small group of military officers who 
were promoted during the fiscal years 1933 and 1934 were not only 
subjected to the pay reductions generally applicable to all employees 
of the Government, civilian and “military, but they were required to 
serve in higher ranks with increased responsibility at the same pay 
they were formerly receiving, reduced by the general pay reductions 
imposed upon employees of the Government in the interests of 
economy. 

Sections 201 and 202 of the Economy Acts of 1932 and 1933 are 
quoted as follows: 

“Src. 201. All provisions of law which confer upon civilian or 
noncivilian o‘Ticers or employees of the United States Government 
or the municipal government of the District of Columbia automatic 
increases in compensation by reason of length of service or promotion 
are suspended during the fiscal year ending June 30, 1933; but this 
section shall not be construed to deprive any person of any increment 
of compensation received through an automatic increase in com- 
pensation prior to July 1, 1932. 

“Seo, 202, No administrative promotions in the civil branch of the 
United States Government or the government of the District of 
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Columbia shall be made during the fiscal year ending June 30, 1933: 
Provided, That the filling of a vacancy, when authorized by the 
President, by the appointment of an employ ee of a lower grade, shall 
not be construed as an administrative promotion but no such appoint- 
ment shall increase the compensation of such employee to a rate in 
excess of the minimum rate of the grade to which such employee is 
appointed, unless such minimum rate would require an actual reduc- 
tion in compensation. ‘The President shall submit to Congress a 
report of the vacancies filled under this section up to November 1, 
1932, on the first day of the next regular session. The provisions of 
this section shall not apply to commissioned, commissioned warrant, 
warrant, and enlisted personnel, and cadets ‘of the Coast Guard.” 

The interpretation which was placed upon section 201 of the Econ- 
omy Act of 1932 prohibited increases in pay which resulted from 
actual promotions in rank. Such interpretation and application was 
never intended by Congress. Section 202 of the same act prohibited 
only “administrative promotions” but allowed increases in pay for 
promotions from a lower to a higher grade in the civil service. The 
same result was intended by Congress with reference to promotions 
in the military service. 

As a result of having pointed out to it the unfair and apparently 
unintended effect of the unfortunate phrasing of section 201 of the 
Economy Act of 1932, the Committee on Appropriations of the House 
of Representatives in Report No. 227 on the independent offices appro- 
priation bill, 1934, in recommending amendment of that section stated 
in pert: 

“The committee feels that in continuing the general economy legis- 
lation for the fiscal year 1935 there should not be a total relaxation in 
the prohibition against automatic promotions and that whatever is 
done continuing the prohibition in that respect should be based upon equal 
treatment to all persons in all the automatic groups. The ban upon 
automatic promotions is, therefore, continued for the next fiscal year, 
modified in one respect to correct an injustice resulting more from 
interpretation than from legislative intent, the explanation of which 
appears hereinafter. [Emphrsis supplied. ] 

“Tt has been brought to the attention of the committee that the 
existing economy legislation denying automatic increases has been con- 
strued as applying to increases within the siz ‘commissioned’ services 
upon advancement in ronk. ‘That is, where an officer passes from a 
lower to a higher rank, he may have the rank but not the pay attached 
thereto, if the change normally would entail a higher rate of pay. 
Whether the advancement in renk in all cases means a change of 
duties or responsibilities or not, it is fair to assume that it does and 
it is not believed that it was the intention of Congress to deny the pay the 
law provides for each rank under the conditions applicable in any given 
case. {Emphasis supplied.] 

“Advancement in rank, under the peculiar and complicated pay 
law applying to the several commissioned services does not always 
carry with it en increase of pay. The length-of-service factor enters, 
into the question. But where, under the law, considering such factor, 
increased rank carries increased pay, the committee believes that the spirit 
and intent of the law, if not the letier, should be complied with. That 
accords with the genere] practice in civil services where officers 
and employees of the Government who may, under existing and pro-. 
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posed economy laws, receive an increase in compensation when that 
increase is incidental to a promotion resulting from the filling of a 
vacancy from a lower to a higher position. [Emphasis supplied.] 

“6¢ ‘onsequently, the section touching automatic promotions which it is 
proposed to reenact has been modified to insure that officers advanced in 
rank shall receive such increase, if any, as may be atiached to the new rank, 
but limiting the computation of longevity pay to the number of increments 
earned as of June 30, 1982. Longevity pay falls in the class of auto- 
matic increases and the amendment does not propose to disturb the 
suspension of increase normally flowing from the length of service. 
[Emphasis supplied.] 

“The provision dealing with automatic promotions, if reenacted as 
amended, will remove existing inequalities, will avoid discrimination, 
and will place, as near as possible, all officers and employees of the 
Government—military, quasi-military, and civil—upon an equal footing 
so far as prohibition of automatic increases in compensation is concerned 
during the fiscal 1935.”’ [Emphasis supplied.] 

The history of the original law and the reactions to it clearly point 
out that those receiving pay under military services pay acts suffered 
reductions in pay that were not imposed on others in Government 
service. The heads of the armed services almost immediately invited 
the attention of Congress to this fact. 

In a letter to the chairman of the Special Economy Committee, 
United States Senate, at the time the extension of the economy legisla- 
tion to apply to fiscal year 1934 was under consideration, the then 
Secretary of the Navy expressed opposition to the provisions affecting 
the pay of officers. He called attention to the inequity and injustice 
of the provisions which prevented officers promoted to higher grades, 
during the life of the legislation, from receiving the pay and allowances 
of the grades to which promoted, in addition to barring their receipt 
of increase in pay due to longevity credits. 

Under the date of December 13, 1932, the Secretary of War, in a 
letter addressed to the chairman, Special Economy Committee, 
United States Senate, expressed the following view concerning the 
above measure: 

“In justice to this small group who are bearing such an unjust por- 
tion of the economy burden, the War Department appeals to Congress 
for the adjustment or elimination of section 201 of the Economy 
Act.” 

The Bureau of the Budget early in 1934 also proposed a restoration 
of automatic increases in compensation of the personnel of the Army, 
Navy, and Marine Corps. 

Efforts to effect relief as to the condition stated above make such 
a long story that it may, of itself, create a belief in the minds of some 
who have not looked into the matter that either there is no equity in 
the proposal or that the lapse of time makes the whole idea suspect or 
doubtful. That, we submit, is no reason for permitting a clear dis- 
crimination and inequity to continue to stand. Earlier efforts as to 
this matter were laid aside during the World War II days, no doubt 
on the theory that more important things demanded attention by the 
C oneress. 

We shall not labor this matter now. We do submit to this com- 
mittee the justice and equity of the proposal and ask action at once to 
further the passage of this highly meritorious bill especially to provide 
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the outlined payments on the terms suggested in the measure as to 
officers advanced in rank in the period from July 1, 1932, to June 30, 
1934, 

To summarize, it is fair to say that the approval of this bill, with 
the deletion of the words “‘pay period or,” in lines 6 and 7 on page 1, 
would merely serve to carry out the original intent of Congress in 
enacting this particular provision of law. 

The Retired Officers Association thanks the committee for this 
opportunity to appear and testify on this bill. 


STATEMENT OF Hon. Cecit R. Kine, REPRESENTATIVE IN CONGRESS 
From CALIFORNIA 


This bill at long last will afford the opportunity to a small group of 
officers in the armed services to be reimbursed for loss of increased 
pay during the fiscal years 1934 and 1935. This increase was with- 
held from them by mistake. 

The pay loss was due to misinterpretation of the so-called general 
economy legislation for the fiscal year 1935. “Automatic” pay in- 
creases were prohibited under it. But that term was construed to 
apply even to commissioned officers promoted and actually confirmed 
by the Senate. Congress never intended such a result. In fact, it 
corrected the situation prospectively in the Independent Offices Appro- 
priation Act for 1935. But Congress overlooked correcting it for the 
2 previous years. It is to that period only that this bill is directed. 

Even Government civilian employees were favered over tliese 
commissioned officers. Pay increases to Government civilian em- 
ployees when promoted in grade were specifically required by the 
economy law. ‘The only increases prohibited were in those instances 
of automatic promotions, that is, because of length of service. 

Thus, an Army captain promoted to the rank of major in July 1932 
continued to receive only his captain’s pay, even after Senate con- 
firmation. 

The bill does not restore deductions from pay that were required 
by the economy legislation. Nor will it invite further legislation by 
any Government personnel, as no similar situation arose in the 
administration of that legislation. Thus, enactment of the bill will 
not set any precedent whatever because no other class of Government 
employees were ever so affected. 

In order to conform exactly with the intent of Congress, it has been 
suggested that the bill be amended so as to limit its application 
solely to officers advanced in rank during the period involved. This 
may be accomplished by eliminating the words ‘‘pay period or’’ on 
page 1. 

As long ago as 1937 the Secretary of War vigorously urged correction 
of this injustice. Bills to do so have been introduced repeatedly in 
the Congress. I have submitted to this committee copies of a letter 
I wrote just a year ago to the President, and of the reply of his admin- 
istrative assistant. The latter pointed out that “there seems to 
have been little justification” for the Economy Act provisions which 
denied increases in pay to officers promoted between July 1, 1932, and 
June 30, 1933; that this assessment is supported by the fact that the 
Congress repealed the restriction after it had been in effect only 2 years. 

The Retired Officers Association and others have continuously advo- 
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cated the passage of this bill. Its enactment at this time would be 
particularly appropriate in the light of the announcement on Decem- 
ber 31, 1955, of findings by the Department of Defense regarding 
public attitude toward the military service as a career. Among the 
conclusions drawn from a survey are the following: 

(1) Inadequate financial rewards is one of the greatest drawbacks 
of a military career; 

(2) Military services would most likely succeed in their efforts to 


dktradt and retain the high Torn of personnel necessary by increas- 
ing financial benefits * 
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INCREASING RATES OF COMPENSATION FOR SERVICE- 
CONNECTED DISABILITIES 


Fesruary 19, 1957.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Tracue of Texas, from the Committee on Veterans’ Affairs, 
submitted the following 


REPORT 


(To accompany H. R. 52] 


The Committee on Veterans’ Affairs, to whom was referred the bill 
(H. R. 52) to provide increases in service-connected disability com- 
pensation and to increase dependency allowances, having considered 
the same, report favorably thereon without amendment and recom- 
mend that the bill do pass. 


EXPLANATION OF THE BILL 


The bill as reported by the committee relates entirely to service- 
connected compensation and additional allowances for dependents 
for veterans suffering from disabilities incurred in or aggravated by 
service in one of the branches of the Armed Forces. It applies to all 
wars and peacetime. The effect of the bill as to most veterans is 
set forth in the table which appears below (peacetime rates are 80 
percent of the rates set forth pursuant to Public Law 876, 80th Cong.), 
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Rates of compensation for wartime service-connected disabilities under Public Law 
2, 78d Cong., as amended and Veterans Regulations 








War service- 

connected H, R. 52 
rates under 

existing law 





(a) 10 percent disability $17. 00 $19.00 
(b) 20 percent disability 33. 00 36.00 
(c) 30 percent disability_.._- 50. 00 55. 00 
(d) 40 percent disability 66. 00 73. 00 
(e) 50 percent disability 91.00 100. 00 
(f) 60 percent disability 109. 00 129. 00 
(9) 70 percent disability 27.00 140. 00 
(h) 80 percent disability 145. 00 160.00 
(i) 90 percent disability 163. 00 179.00 





j) Total disability Senta aph bin & chpnkibalicig et igasah sabia ie , 181. 00 925.00 

(h) Anatomical loss, or loss of use of a creative organ, or | foot, or 1 hand, or 

both buttocks, or ‘blindness of 1 eye, having only light perception, 

rates (a) to (j) increased monthly by_._._-- = 47. 00 §7.00 

Anatomical loss, or loss of use of a creative org: an, or 1 foot, or | hand, or 

both buttocks, or blindness of 1 eye, having only light perception, in 

addition to requirement for any of rates in (J) to (n). rate increased 

monthly for each loss or loss of use by 47. 00 * 47.00 

1) Anatomical loss, or loss of use of both hands, or both feet, or 1 hand and 

1 foot, or blind both eyes with 5/200 visual acuity or less, or is perma- 

nently bedridden or so helpless as to be in need of regular aid and 

ittendance, month!y compensation 279. 00 309.00 

m) Anatomical loss, or loss of use of 2 extremities at a level, or with com pli- 

cations, preventing natural elbow or knee action with prosthesis in 

place, or suffered blindness in both eyes, rendering him so helpless as 

to be in need of regular aid and attendance, monthly compensation 329. 00 359. 00 

(n) Anatomical loss of 2 extremities as near shoulder or hip as to prevent use 

of prosthetic appliance, or suffered anatomical loss of both eyes, 
monthly coripensation 

(0) Suffered disability under conditions which wouid entitle him to 2 or 

more rates in (/) to (n), no condition being considered twice, or suffered 

total deafness in combination with total blindness with 5/200 visual 

acuity or less, monthly compensation | 420. 00 $50. 00 

(p) In event disabled person’s service-incurred disabilities exceed require- 

ments for any of rates prescribed, Administrator, in his discretion, 

may allow next higher rate, or intermediate rate, but in no event in 


371. 401. 00 





ee ena ae cee tae 420. 00 | 550. 90 
(gq) Minimum rate for arrested tube pediodie../ Jiiiltouls soo ei 67. 00 67.00 
—— —- > 





! But in no event to exceed $420. 


? Rut in no event to erceed $450 


Additional disability compensation because of eer 1 


| l | 

Wite,3| No. | No 

| | wife, 3 | Dependent 

no | ehild ehil- chil- | wine 1| chil- jor more} parent or 

| child | dren dren child dren | chil- parents 
dren 


| 
| 
se ee i 
Korean conflict.........------ --|) | } 
WOTke WGP 182s: coe w ev cccuc cst | 
World War I 

Spanish-A meri | if $17.50 (1) 

pine Insurrection, Boxer Re $21.00 | $35. 00 $45. 50 | $56, 00 $14. 00 j 5. 00 19.00 

ee E 23. 00 $9.00 | 50.00) 68.00 | 15.00 +700 39. 00 | 35.00 (2) 


Civil War. | $8.00 
| 
| | | | 14.00 (1) 
00 


Indian wars. ._-- 
Peacetime service (under combat 
emiiber pensetione eervies J 16.80 | 28.00 36.40 | 44.80] 11.20) 19.60) 2, 15.00 
egular peacetime ser WR. ------ |} 18. 00 | 81.00 | | 40.00 | 50.00 | 12.00 | 92.00 37.09 | 28 (4) (2) 
' 
| 





an War, Philip 





Wife, | Wife,1| Wife, 2\or more wife, 2 | 
| 
j 
| 


| 


or extrahazardons conditions) 
| 80.00 


! Above rates are for 100-percent disability. If and while rated partially disabled, but not less than 50 
percent, additional compensation is suthorized in an amount having the same ratio to the amount specified 
in the applicable table, above, as the degree of disability bears to the total disability; e. g., war service 
connected disability of 50 percent, compensation rate, $100 (under the bill). If such a veteran has a wife, 
his compensation would be increased as follows: $100+$11.50=$111.60 





Note.—Rates in italics are as reported in H. R. 52. 
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The Veterans’ Administration estimates that the total cost of the 
bill, if enacted, would approximate $169,707,000 the first year. Of 
this total, approximately $160,047 ,000 would be attributable to the 
increases in the various rates of disability compensation and $9,660,000 
for the increases in allowances for dependents. This cost would de- 
crease slightly each year for the next 4 years to approximately $164,- 
586,000 in the fifth year. 

The report of the Veterans’ Administration follows: 


VETERANS’ ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR OF VETERANS’ AFFAIRS, 
Washington 25, D. C., February 7, 1957. 
Hon. Ourn E. Treacus, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington 25, D. C. 

Dear Mr. Teacue: Reference is made to your request for a report 
by the Veterans’ Administration on H. R. 52, 85th Congress, a bill to 
provide increases in service-connected disability compensation and 
to increase dependency allowances. 

The general purpose of the bill is to provide an increase in the rates 
of compensation payable to veterans for service-connected disabilities 
and in the rates of additional allowances for dependents which are 
payable to veterans whose disabilities are rated 50 percent or more. 

The increases proposed for all basic rates of compensation for 
disabilities rated less than total and the additional allowances for 
dependents would amount to 10 percent. The rate for total disability 
however, would be increased from $181 to $225 monthly, or approxi- 
mately 24 percent. The statutory awards for certain specific dis- 
abilities authorized under Public No. 2, 73d Congress, and the veterans 
regulations, would be increased by approximately 10 percent, whereas 
the increases in statutory awards for certain World War I veterans 
(under the World War Veterans’ Act, 1924) would amount to more 
than 30 percent. The bill would not authorize any increase in the 
current-rate ($47 in wartime cases) which is payable, in addition 
to the basic percentage rate for the disability, for the loss or less 
of use of an extremity, both buttocks, an eye, or a creative organ. 
Further, no increase would be provided in the minimum rate for 
arrested tuberculosis, currently $67 monthly in wartime cases. 

All of the disability compensation basic and statutory rates for 
which increases are proposed under the bill were last increased 5 per- 
cent by Public Law 695, 83d Congress, August 28,1954. The current 
rates of additional allowances for dependents were established by the 
act of July 2, 1948 (Public Law 877, 80th Cong.). 

As the committee is aware, the question of the adequacy of existing 
rates of disability compensation was one of the subjects in the field 
of veterans’ nonmedical benefits which was given extensive study and 
consideration by the President’s Commission on Veterans’ Pensions. 
The recommendations of that Commission are currently being 
analyzed and reviewed in the executive branch and the President 
has advised in his recent budget message that he will transmit to the 
Congress a spec ial message “outlining legislative proposals in the 
field of veterans’ programs. Under these circumstances, it is believed 
desirable that action on H. R. 52 and similar proposals be deferred 
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until the committee has availeble for its consideration the President’s 
views on these important subjects. 

It is estimated that the total cost of the bill, if enacted, would 
approximate $169,707,000 the first year. Of this total, approxi- 
mately $160,047,000 would be attributable to the increases in the 
various rates of disability compensation and $9,660,000 for the 
increases in allowances for dependents. This cost would decrease 
slightly each year for the next 4 years to approximately $164,586 ,000 
in the fifth year. 

Advice has been received from the Bureau of the Budget that 
there is no objection to the submission of this report to your committee 
and that the Bureau concurs in the foregoing recommendation of the 
Veterans’ Administration, 

Sincerely yours, 
H. V. Hieuey, Administrator. 


RAMSEYER RULE 


In accordance with clause 3 of rule XIII of the Rules of the House 
of Representatives, the changes made in existing law by the bill are 
shown as follows (existing law proposed to be omitted is in black 
brackets; new matter is in italics; existing law in which no changes 
are proposed is shown in roman): 

All provisions of the bill do not qualify under the Ramseyer Rule, 
but for the convenience of the Members the exact effect is reproduced 


below. 
SECTION 1 
VETERANS Recuiation No. 1 (a), as AMENDED 
PART I 


II. That for the purposes of part I, paragraph I (a) hereof, 
if the disability results from injury or disease: 

(a) If and while the disability is rated 10 per centum the 
monthly compensation shall be [$17] $79. 

(b) If and white the disability 1s rated 20 per centum the 
monthly compensation shall be [$33] $36. 

(ec) If and while the disability is rated 30 per centum the 
monthly compensation shall be [$50] $55 

(d) If and while the disability is rated 40 per centum the 
monthly compensation shall be [$66] $73. 

(e) If and whole the disability is rated 50 per centum the 
monthly compensation shall be [$91] $700. 

(f) If and while the disability is rated 60 per centum the 
monthly compensation shall be [$109] $720. 

(gz) If and while the disability is rated 70 per centum the 
monthly compensation shall be [$127] $140. 

(h) If and while the disability is rated 80 per centum the 
monthly compensation shall be [$145] $160. 

(i) If and while the disability is rated 90 per centum the 
monthly compensation shall be [$163] $179. 

(j) If and while the disability is rated as total the monthly 
compensation shall be [$181] $225. 





ri ce 


d- 


=~ 


INCREASING RATES FOR SERVICE-CONNECTED DISABILITIES 


(k) If the disabled person, as the result of service-incurred 
disability, has suffered the anatomical loss or loss of use of a 
creative organ, or one foot, or one hand, or both buttocks, or 
blindness of one eye, having only light perception, the rate 
of compensation therefor shall be $47 per month independent 
of any other compensation provided in part I, paragraph II, 
subparagraphs (a) to (j); and in the event of anatomical loss 
or loss of use of a creative organ, or one foot, or one hand, or 
both buttocks, or blindness of one eve, having only light per- 
ception, in addition to the requirement for any of the rates 
specified in subparagraphs (1) to (n), inclusive, of part I, para- 
graph IT, the rate of compensation ‘shall be increased by $47 
per month for each such loss or loss of use, but in no event to 
exceed [$420] $450 per month. 

(1) If the disabled person, as the result of service-ineurred 
disability, has suffered the anatomical loss, or loss of use of 
both hands, or both feet, or of one hand and one foot, or is 
blind in both eyes, with 5/200 visual acuity or less, or is per- 
manently bedridden or so helpless as to be in need of regular 
aid and attendance, the monthly pension shall be [$279] 
$309. 

(m) If the disabled person, as the result of service-incurred 
disability, has suffered the anatomical loss or loss of use of 
two extremities at a level, or with complications, preventing 
natural elbow or knee action with prosthesis in place, or has 
suffered blindness in both eyes, rendering him so helpless as 
to be in need of regular aid and ‘attendenc e, the monthly pen- 
sion shall be [$329] $359 

(n) If the disabled pe rson, as the result of service-incurred 
disability, has suffered the anatomical loss of two extremities 
so near the shoulder or hip as to prevent the use of a prosthet- 
ic appliance or has suffered the anatomical loss of both eyes, 
the monthly pension shall be [$371] $401. 

(o) If the disabled person, as the result of service-incurred 
disability,. has suffered disability under conditions which 
would entitle him to two or more of the rates provided in one 
or more of the subparagraphs (1) to (n), inclusive of part I, 
paragraph I] of this regulation, no condition being considered 
twice in the determination, or has suffered total deafness in 
combination with total blindness with 5/200 visual acuity or 
less, the monthly pension shall be [$42 07 &450. 

(p) In the event the disabled person’s ‘service-incurred 
disabilities exceed the requirements for any of the rates pre- 
scribed herein, the Administrator, in his discretion, may allow 
the next higher rate or an intermediate rate, but in no event 
in excess of [$420] £450. 

(q) If the disabled person is shown to have had a service- 
incurred disability resulting from an active tuberculous dis- 
ease, which disease in the judgment of the Administrator of 
Veterans’ Affairs has reached a condition of complete arrest, 
the monthly compensation shall be not less than $67. 


Section 2 applies to a limited number of World War I veterans 
who are rated under the 1925 Schedule for Rating Disabilities which 
contains the so-called protective awards. The rates indicated for 
section 1 apply generally to section 2 cases also. 
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SECTION 3 
[Pusitic Law 877—807TH Conaress] 


AN ACT To provide increases of compensation for certain veterans with service- 
connected disabilities who have dependents 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That any person entitled to 
compensation at wartime rates for disability incurred in or aggravated 
by active service as provided in part I, or paragraph I (¢), part II, 
Veterans Regulation Numbered 1 (a), as amended, or the World War 
Veterans’ Act, 1924, as amended, and restored with limitations by 
Publie Law 141, Seventy-third Congress, March 28, 1934, as amended, 
and whose disability is rated not less than [60] 50 per centum, shall 
be entitled to additional compensation for dependents in the following 
monthly amounts: 

(1) If and while rated totally disabled and— 

(a) has a wife but no child living, [$21] $23; 

(b) has a wife and one child living, [$35] $39; 

(c) has a wife and two children living, [$45.50] $50; 

(d) has a wife and three or more children living, [$56] $62; 

(e) has no wife but one child living, [$14] $14; 

(f) has no wife but two children living, [$24.50] $27; 

(gz) has no wife but three or more children living, [$35] $39; 

(h) has a mother or father, either or both dependent upon 
him for support, then, in addition to the above amounts, [$17.50] 
$79 for each parent so dependent. 

(2) If and while rated partially disabled, but not less than [60] 50 
per centum, in an amount having same ratio to the amount specified in 
subsection (1) hereof as the degree of his disability bears to the total 
disability. 

Ssc. 2. That any person entitled to compensation at peacetime 
rates for disability incurred in or aggravated by active service as 
provided in paragraph II, part II, Veterans Regulation Numbered 
1 (a), as amended, except paragraph I (c) thereof, and whose dis- 
ability is rated not less than [60] 50 per centum shall be entitled to 
additional compensation for dependents in the following monthly 
amounts: 

(1) If and while rated totally disabled and— 

(a) has a wife but no child living, [$16.80] $18; 

(b) has a wife and one child living, [$28] $31; 

(c) has a wife and two children living, [$36.40] $40; 

(d) has a wife and three or more children living, [$44.80] $50; 

(e) has no wife but one child living, [$11.20] $72: 

(f) has no wife but two children living, [$19.60] $22; 

(¢) has no wife but three or more children living, [$28] $31; 

(h) has a mother or father, either or both dependent upon him 
for support, then, in addition to the above amounts, [$14] $15 
for each parent so dependent. 
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(2) If and while rated partially disabled, but not less than [60] 50 
per centum, in an amount having same ratio to the amount specified in 
subsection (1) hereof as the degree of his disability bears to the total 
disability. 

Src. 3. The additional compensation for a dependent or dependents 
provided by this Act shall not be payable to any veteran during any 
period he is in receipt of an increased rate of compensation or of sub- 
sistence allowance on account of a dependent or dependents under any 
other law administered by the Veterans’ Administration: Provided, 
That or may elect to receive whichever is the greater. 

Suc. 4. The administrative, definitive, and penal provisions of 
Publie las Numbered 2, Seventy-third Congress, and Veterans 
Regulations thereunder, as amended, shall be for application under 
this Act. 

Sec. 5. This Act shall take effect on the first day of the second 
calendar month next succeeding its enactment. 


O 
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85TH CoNnGRESS t HOUSE OF REPRESENTATIVES | Report 


INVOKING THE AID OF FEDERAL COURTS IN COM- 
PELLING THE TESTIMONY OF CONGRESSIONAL 
WITNESSES 





Fesroary 19, 1957—Referred to the House Calendar and ordered to be printed 


Mr. Cetuer, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. R. 259] 


The Committee on the Judiciary to whom was referred the bill 
(H. R. 259) to prescribe a method by which the Houses of Congress and 
their committees may invoke the aid of the courts in compelling the 
testimony of witnesses, having considered the same, report favorably 
thereon without amendment and recommend that the bill do pass. 


HISTORY OF THE LEGISLATION 


Identical bills H. R. 4975 of the 83d Congress and H. R. 780 of the 
84th Congress passed the House of Representatives in their respective 
Congresses. In each instance, however, no action was taken by the 
Senate Committee on the Judiciary to whom the bills had been 
referred. During the course of the hearings held by the House 
Judiciary Committee in the 83d Congress on the subject of immunity, 
a bill identical with the one under consideration was considered and 
reported favorably. 

PURPOSE OF THE BILL 


The purpose of this legislation is to authorize either House of the 
Congress, or any of its committees, subcommittees, or joint commit- 
tees, to invoke, by a majority vote of the membership of the particular 
committee or House involved, the aid and assistance of a United 
States district court in order to require the attendance or procure the 
testimony of witnesses and the production of evidence in connection 
with a duly authorized investigation. 
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NEED FOR THE LEGISLATION 


It is the opinion of the committee that it is not necessary to point 
out to the Members of the House of Representatives the necessity 
for this legislation. The personal experience of Representatives with 
contumacious and contemptuous witnesses has been the lot of many 
of the Members as they sat in committee hearings. The numerous 
contempt citations which the House of Representatives has voted 
during the past years are ample proof that the present procedure 
concerning such witnesses is unsatisfactory and ineffective. Under 
the existing procedure, such a witness, be he one who refuses to appear 
to either give testimony or produce documentary evidence or one 
who having appeared refuses to answer on unwarranted grounds, 
is first reported by the committee involved to the House with a 
recommendation that the House vote to cite such a witness for con- 
tempt by the adoption of a House resolution. After such a resolu- 
tion has been adopted by the House, it is then referred by the Speaker 
to the proper United States attorney. The next step is the presenta- 
tion of the matter to a Federal grand jury by the United States 
district attorney. If an indictment is voted by the grand jury; 
trial is then held on the indictment and if conviction ensues, the 
punishment is a fine of $100 to $1,000 and imprisonment for not less 
than 1 month nor more then 12 months (title 2, U.S. C., sees. 194 
and 192). 

It is apparent, therefore, that existing law merely provides for the 
punishment of a contumacious or contemptuous witness and there is 
no effective means whereby such a witness may be compelled to 
testify. 

GENERAL STATEMENT 


Since a purpose of congressional hearings is to obtain relevant and 
proper testimony to assist the committees of Congress and the Con- 
gress itself in legislating on the probiem before it, it is believed that 
the House of Representatives and its committees should have an 
adequate means to obtain the necessary pertinent data and informa- 
tion. As stated above, existing law merely provides for the punish- 
ment of a witness who unjustifiably refuses to assist the Congress in 
the proper conduct of its business. There is no means whereby either 
the Congress or its committees can compel a witness to testify when 
such testimony or evidence is wrongfully withheld and yet should be 
forthcoming. The method proposed by this legislation is simple, 
direct, and would be effective in eliminating this weakness now present 
in congressional hearings. 

By the provision whereby a congressional committee as well as 
the House or the Senate by a majority vote of its respective member- 
ship is authorized to seek the aid of a United States district court to 
compell a witness to testify or produce evidence, an immediate solution 
is afforded. Once the court for the district in which the investigation 
is being carried on issues an order as authorized under subsection (b) 
of the bill, the witness is subject to the jurisdiction of the court and 
upon his failure to obey such an order is punishable by the court as a 
contempt thereof. 

In addition, it should be pointed out that under such a procedure 
the rights of the witness himself will be amply protected by the very 
reference to a United States district court. 
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Subsection (c) of the bill provides that the Department of Justice 
shall furnish legal assistance in invoking the aid of the United States 
district courts under the provisions of the bill when such aid is 
requested. 

On July 8, 1954, the Department of Justice filed 2 report on the 
bill H. R. 4975, a bill identical to H. R. 259, in which it stated that 
since the bill raised questions of policy whic +h were primarily within 
the purview of the Congress, the Department preferred not to make a 
recommendation. 

Since the bill makes no change in existing law, it is not necessary 
to comply with the provisions of clause 3, rule XIII of the Rules of 
the House of Representatives. O 
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TRANSFERRING FROM THE SECRETARY OF THE NAVY 
TO THE SECRETARY OF THE INTERIOR CERTAIN 
DUTIES RELATING TO THE SAN DIEGO AQUEDUCT, 
CALIF. 





Fesrvuary 19, 1957.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. Wiison of California, from the Committee on Armed Services, 
submitted the following 


REPORT 


[To accompany H. R. 2781) 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 2781) to amend the act entitled “An act to authorize the 
Secretary of the Navy to enlarge existing water-supply facilities for 
the San Diego, Calif., area in order to insure the existence of an ade- 
quate water supply for naval installations and defense production 
plants in such area,” approved October 11, 1951, having considered 
the same, report favorably thereon without amendment and recom- 
mend that the bill do pass. 


PURPOSE OF THE BILL 


The proposed legislation is required to authorize the transfer from 
the Department of the Navy to the Department of the Interior of the 
administration of a contract covering the San Diego aqueduct and of 
the aqueduct itself, the first and second barrels of which have been 
completed and their possession turned over by the Navy to the San 
Diego County Water Authority under a contract heretofore entered 
into, 

BACKGROUND OF THE BILL 


In 1944 the President appointed an interdepartmental committee to 
study methods of financing construction of the first barrel of this 
aqueduct which would transfer Colorado River water to the city of 
San Diego and nearby communities and relieve a critical water 
shortage. In transmitting the committee’s report to the Senate in 
November 1944, the President stated that the Bureau of Reclamation 
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had been directed to complete the plans and specifications for the 
construction of the aqueduct and the Navy had been instructed to 
Se with the construction. In the letter of transmittal the 
resident also stated that after the war emergency the Bureau of 
Reclamation would assume charge of the aqueduct. 
Navy-Interior agreement 
The Departments of the Navy and of the Interior agree that the 
Bureau of Reclamation of the Department of the Interior is the agency 
best equipped to administer the San Diego aqueduct. The aqueduct 
is located in California which is one of the reclamation States, and 
the Bureau of Reclamation is fully equipped to handle the adminis- 


tration as part of the continuing water and reclamation programs 
which the Bureau conducts. 


FIRST BARREL CONSTRUCTION 


The actual construction of the first barrel by the Navy commenced 
in May 1945. On October 17, 1945, contract NOy—13300 was entered 
into by the Navy with the city of San Diego by which the city agreed 
to lease the aqueduct with an option to purchase at the “true cost” 
thereof as determined under the contract. The contract was subse- 
quently assigned by the city to the San Diego County Water Authority. 
By Public Law 482 (80th Cong., 2d sess.) the Navy obtained congres- 
sional authorization to construct the first barrel and to enter into 
the contract. 

SECOND BARREL CONSTRUCTION 


In 1951 by Public Law 171 (82d Cong., 1st sess.) the Navy was 
authorized to construct the second barrel of the aqueduct and to 
enter into an amendment to contract NOy—-13300 to include the second 
barrel and to grant to the San Diego County Water Authority the 
right to pure chase the same over a 40- year period upon the terms and 
conditions prescribed in the law. On January 1, 1952, possession of 
the first barrel was turned over to the authority under the contract 
and on February 28, 1955, the second barrel, having been completed, 
possession thereof was turned over by the Navy to the authority. 
Thus, at the present time the Navy has turned over possession of both 
the first and second barrels to the authority and the Navy is presently 
administering the contract. 


NAVY POSITION 


The Navy is desirous of effecting the transfer of the administration 
of the contract and of the aqueduct to the Department of the Interior 
in ee with the intention of the President expressed at the 
time the Navy was directed to construct the first barrel. Various 
memorandums of understanding which have been entered into between 
the two Departments likewise reflect this intention. 


LACK OF PRESENT AUTHORITY 


At the present time no legislative authority exists permitting the 
transfer of administration and of the aqueduct from the Navy to 
Interior, Public Law 482 (80th Cong., 2d sess.) and Public Law 171 
(82d Cong., Ist sess.), which authorized the construction of the first 
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and second barrels and the execution of contract NOy-13300, failed 
to make provision for the transfer of administration upon the com- 
pletion of the aqueduct. Enactment into law of this bill is therefore 
required to enable the transfer to be effected. 


FISCAL DATA 


Enactment into law of this measure will not involve any expenditure 
of Federal funds. 
DEPARTMENTAL DATA 


H. R. 2781 is a part of the legislative program of the Department 
of Defense for the 85th Congress as is evidenced by letter dated 
January 8, 1957, from Acting Secretary of the Navy Thomas S. Gates, 
Jr., which is set out below and made a part of this report. 


DEPARTMENT OF THE Navy, 
OFFICE OF THE SECRETARY, 
Washington, D. C., January 8, 1957. 
Hon. Sam RayBurn, 
Speaker of the House of Representatives, 
Washington, D. C. 

My Dear Mr. Speaker: There is enclosed a draft of proposed 
legislation to amend the act entitled “An act to authorize the Secre- 
tary of the Navy to enlarge existing water-supply facilities for the 
San Diego, Calif., area in order to insure the existence of an adequate 
water supply for naval installations and defense production plants in 
such area,” approved October 11, 1951. 

This proposal is a part of the Department of Defense legislative 
program for 1957 and the Bureau of the Budget has advised that there 
would be no objection to the presentation of this proposal for the 
consideration of the Congress. The Department of the Navy has been 
designated as the representative of the Department of Defense for 
this legislation.. It is recommended that this legislation be enacted 
by the Congress. 

PURPOSE OF THE LEGISLATION 


The purpose of this proposed legislation is to authorize the transfer 
of the administration of the contract, which provided for the con- 
struction of the San Diego aqueduct, from the Department of the 
Navy to the Department of the Interior. 

In 1945 the Department of the Navy commenced construction of 
the first barrel of the San Diego aqueduct and on October 17, 1945, 
entered into contract NOy-13300 with the city of San Diego by which 
that city agreed to lease the aqueduct with an option to purchase at 
the ‘true cost” thereof as determined under the contract. The con- 
tract was subsequently assigned to the San Diego Water Authority. 
The project was initiated on instructions from the President, following 
the report of an interdepartmental committee that had completed a 
study of the proposed construction of facilities to transfer Colorado 
River water to relieve a critical shortage in the supplies for the city 
of San Diego, Calif., and nearby communities (S. Doc. 249, 78th Cong., 
2d sess. (1944). Congress subsequently ratified the foregoing action 
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and authorized the completion of the aqueduct (act of April 15, 1948 
62 Stat. 171). In 1951 the Department of the Navy was authoriz 
to construct the second barrel of the aqueduct, to enter into an amend- 
ment to contract NOy-13300 to include the second barrel, and to 
grant to the San Diego Water Authority the right to purchase the 
same over a 40-year period upon certain terms and conditions (act of 
October 11, 1951, 65 Stat. 404). 

On January 1, 1952, possession of the first barrel was turned over 
to the San Diego Water Authority pursuant to the contract and on 
February 28, 1955, the construction of the second barrel having been 
completed, possession thereof was also turned over to the authority. 
A final determination of the “true cost” of the second barrel will 
soon be ascertained. At that time a schedule of the payments of 
principal and interest to be made by the San Diego Water Authority 
will be prepared. Thereafter, the administration of the contract, 
barring defaults or any other unanticipated eventualities, will con- 
sist principally of the receipt of payments from the authority and 
the transmittal thereof to the Treasury for covering into miscellaneous 
receipts. Upon completion of the payments, the necessary docu- 
ments of title will have to be executed on behalf of the Government 
and delivered to the San Diego Water Authority. At this time 
the Department of the Navy is desirous of effecting the transfer of 
the administration of the contract, as well as of the aqueduct, to 
the Department of the Interior. While the act of October 11, 1951, 
supra, authorized the Secretary of the Navy to construct the second 
barrel, the act made no provision for the transfer of administration 
upon the completion of the aqueduct. Accordingly, enabling legis- 
lation is considered necessary to effect such a transfer. 


LEGISLATIVE REFERENCES 


This proposal was submitted to the 84th Congress on June 11, 1956, 
as part of the Department of Defense legislative program for 1956. 
It was introduced as H. R. 11814. 


COST AND BUDGET DATA 


The enactment of this proposed legislation would cause no apparent 
increase in budgetary requirements. 
Sincerely yours, 
Tuomas S. Gates, Jr., 
Acting Secretary of the Navy. 


CHANGES IN EXISTING LAW 


In compliance with clause 3, of rule XIII of the Rules of the House 
of Representatives, there is herewith printed in parallel columns the 
text of provisions of existing laws which would be repealed or amended 
by the various provisions of the bill. 
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EXISTING LAW 


Act of October 11, 1951 (Public 
Law 171, 82d Cong.; 65 Stat. 
404-6) 

* * * * * 
Sec. 8. This Act and all works 
constructed hereunder shall be 
subject to and controlled by the 

Colorado River Compact dated 

November 24, 1922, and pro- 

claimed effective by the President 

June 25, 1929; the Boulder Canyon 

Project Act approved December 

21, 1928; the California Limitation 

Act approved by the Governor of 

California March 4, 1929; and no 

right or claim of right to the use 

of the waters of the Colorado 

River shall be aided or prejudiced 

hereby. 


THE BILL 


That the Act entitled “An Act to 
authorize the Secretary of the 
Navy to enlarge existing water- 
supply facilities for the San Diego, 
California area in order to insure 
the existence of an adequate water 
supply for naval installations and 
defense production plants in such 
area’’, approved October 11, 1951, 
is amended by adding the fol- 
lowing new section: 

“Src. 9. As soon as practicable 
after completion of construction 
of the work authorized by the 
first section of this Act, the Secre- 
tary of the Navy and the Secre- 
tary of the Interior shall make 
such interdepartmental and other 
arrangements and enter into such 
contracts and amendments to 
existing contracts as they may find 
necessary or desirable for the 
purposes of effecting (1) the trans- 
fer to the Secretary of the Interior 
on behalf of the United States of 
jurisdiction over the aqueduct, 
and of the administration of the 
contract numbered NOy-13300 of 
October 17, 1945, and of all 
contracts amendatory thereof or 
supplementary oor collateral 
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EXISTING LAW 


THE BILL 


thereto; and (2) the substitution 
and designation of an appropriate 
official of the Department of the 
Interior for the Secretary of the 
Navy and for the Contracting 
Officer therein.” 
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AUTHORIZING THE SECRETARY OF THE NAVY TO CON- 
VEY CERTAIN ACCESS RIGHTS TO THE CITY OF NEW 
YORK 


Fesrvuary 19, 1957.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Coxr, from the Committee on Armed Services, submitted the 
following 


REPORT 


[To accompany H. R. 3025] 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 3025) to authorize the Secretary of the Navy to surrender and 
convey to the city of New York certain rights of access in and to 
Marshall, John, and Little Streets adjacent to the New York Naval 
Shipyard, Brooklyn, N. Y., and for other purposes, having considered 
the same, report favorably thereon without amendment and recom- 
mend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of this proposed legislation is to authorize the con- 
veyance to the city of New York of the right of access to certain 
streets adjacent to the New York Naval Shipyard, Brooklyn, N. Y. 
In consideration for the conveyance the United States is to receive a 
parcel of land and improvements thereto in the immediate area which 
would be incorporated into an integral part of the shipyard. 


BACKGROUND OF THE BILL 


The Hudson Avenue generating plant of the Consolidated Edison 
Co. is located on the west side of the New York Naval Shipyard and 
is separated from the shipyard by Little Street. The plant is bounded 
on the north and south, respectively, by Marshall and John Streets, 
both of which streets run dead end into the west wall of the shipyard. 
West Street runs parallel with Little Street and is within the shipyard, 
forming a passageway between the west yard wall and building No. 18. 
At the present time, the passageway along the northern portion of 
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building No. 18 is too narrow to permit automobiles or trucks to 
pass each other, resulting in a substantial handicap to the flow of 
traffic to and from the piers in the northwest section of the shipyard, 


Consolidated Edison expansion 


The Consolidated Edison Co. desires to expand its plant site by 
the acquisition of those portions of Marshall, Little, and John Streets 
which are contiguous to the site. Accordingly, it has reached an 
agreement with the city of New York whereby, subject to agreement 
by the United States, the city will, for a monetary consideration, 
release to the company the city’s present rights in these street areas 
and further will acquire fee title to these areas and convey the same 
to the company. 

Agreement with Navy 

An agreement has also been reached between the Consolidated 
Edison Co. and district naval authorities whereby it is contemplated 
that if the United States will release to the city of New York its right 
of access to and from the street areas involved, the company will 
(1) convey to the United States fee-simple title to a triangular-shaped 
parcel of land containing approximately 598 square feet at-the junc- 
tion of Marshall and Little Streets; (2) remove and reconstruct at 
its own expense that portion of the shipyard fence necessary to in- 
corporate the parce! as an integral part of the shipyard area; and 
(3) at its own expense cause the necessary construction to be done 
which is required for widening and grading the existing passageway 
along the northern portion of building No. 18. 


Efe ct on operation of navy yard 


The gate which must necessarily be closed if the above agreements 
are carried out will in nowise affect the operation of the yard. It 
was constructed primarily for the convenience of the employees living 
in the area during the peak of activity during World War II and is 
no longer used. The improvement in traffie conditions within the 
shipyard, which would result in the widening of West Street, which 
vill ne — ned by Consolidated Edison at a cost of approximately 
$26.00 , will considerably outweigh any possible disadvantage which 
as result from the waiver of the rights of the shipyard’s rights of 
access at the location. 


Consideration for conveyance 


No monetary consideration can be assigned to the Government’s 
right of access, but the estimated vadies of the land to be transferred 
to the Government is $2,400. 


COMMITTEE POSITION 


The Committee on Armed Services is of the view that not only will 
the naval shipyard not be adversely affected by this bill but will 
actually benefit. 

FISCAL DATA 


Enactment into law of this measure will not involve any expenditure 
of Federal funds. 
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DEPARTMENTAL DATA 


This bill is part of the legislative program for the Department of 
Defense for fiscal year 1957 as is evidenced by letter dated January 8, 
1957, from Acting Secretary of the Navy Gates which is set out below 
and is made a part of this report. 


DeEPARTMENT OF THE Navy, 
OFFICE OF THE SECRETARY, 
Washington, D. C., January 8, 1257. 
Hon. Sam Raysurn, 
Speaker of the House of Representatives, 
Washington, D. C. 

My Dear Mr. Speaker: There is enclosed a draft of proposed 
legislation to authorize the Secretary of the Navy to surrender and 
convey to the city of New York certain rights of access in and to 
Marshall, John, and Little Streets adjacent to the New York Naval 
Shipyard, Brooklyn, N. Y., and for other purposes. 

This proposal is a part of the Department of Defense legislative 
program for 1957, and the Bureau of the Budget has advised that there 
is no objection to the presentation of this proposal for the consideration 
of the Congress. The Department of the Navy has been designated as 
the representative of the Department of Defense for this legislation. 
It is recommended that this proposal be enacted by the Congress. 


PURPOSE OF THE LEGISLATION 


The purpose of this proposed legislation is to authorize the convey- 
ance to the city of New York the right of access to certain streets 
adjacent to the New York Naval Shipyard, Brooklyn, N. Y. In 
consideration, the United States would receive a small parcel of land 
which would be incorporated as an integral part of the aforementioned 
shipyard. 

The Hudson. Avenue generating plant of the Consolidated Edison 
Co. is located on the west side of the New York Naval Shipyard and 
is separated from the shipyard by Little Street. The plant is bounded 
on the north and south, respectively, by Marshall and John Streets, 
both of which streets run dead end into the west wall of the shipy ard. 
West Street runs parallel with Little Street and is within the ship- 

_, forming a passageway between the west yard wall and building 

.18. At the present time, the passageway along the northern por- 
re of building No. 18 is too narrow to permit automobiles or trucks 
to pass each other, resulting in a substantial handicap to the flow of 
traffic to and from the piers in the northwest section of the shipyard. 

The Consolidated Edison Co. desires to expand its plant site by the 
acquisition of those portions of Marshall, Little, and John Streets 
which are contiguous to the site. Accordingly, it has reached a ten- 
tative agreement with the city of New York whereby, subject to agree- 
ment by the United States, the city will, for a monetary considera- 
tion, release to the company the city’s s present rights in these street 
areas and further will acquire fee title to these areas and convey the 
same to the company. 
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Tentative agreement has also been reached between the Consoli- 
dated Edison Co. and district naval authorities whereby it is con- 
templated that if the United States will release to the city of New 
York its right of access to and from the street areas involved, the 
company w “ill (1) convey to the United States fee-simple title to a 
triangular-shaped parcel of land containing approximately 598 square 
feet, at the junction of Marshall and Little Streets; (2) remove and 
reconstruct at its own expense that portion of the shipyard fence 
necessary to incorporate the parcel as an integral part of the shipyard 
area; and (3) at its own expense cause the necessary construction to 
be done which is required for widening and grading the existing pas- 
sageway along the northern portion of building No. 18. 

It is considered that this proposed exchange | of property rights will 
be in the Government’s interest. The improvement in traffic condi- 
tions within the shipyard, which would result from the widening of 
West Street, will considerably outweigh any possible disadvantage 
which might result from any waiver of the shipyard’s right of access 
to Little Street at the location involved. Inasmuch as there is no 
existing authority of law whereby this exchange may be effected, 
legislation is considered necessary. 


LEGISLATIVE REFERENCES 


This proposal was submitted to the 84th Congress on June 11, 1956, 
as a part of the Department of Defense legislative program for 1956, 
but was not introduced. 


COST AND BUDGET DATA 


The enactment of this proposed legislation would cause no apparent 
increase in budgetary requirements, 
Sincerely yours, 
Tuomas S. Garss, Jr., 
Acting Secretary of the Navy 


O 








li. 


n= 
WwW 


he 


re 
id 
ce 
rd 
to 


\S- 


6, 
6 


85TH CoNnGRESS HOUSE OF REPRESENTATIVES {  Reporr 
1st Session No. 140 





AUTHORIZING THE SALE OF DEGAUSSING EQUIPMENT 
BY THE NAVY TO PRIVATELY OWNED MERCHANT 
SHIPS 


Fesrvuary 19, 1957.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Lanxrorp, from the Committee on Armed Services, submitted 
the following 


REPORT 


{To accompany H. R. 4285] 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 4285) to authorize the sale of degaussing equipment by the 
Department of the Navy to the owners or operators of privately 
owned merchant ships of United States registry, having considered 
the same, report favorably thereon with amendments and recommend 
that the bill, as amended, do pass. 

The amendments are as follows: 

Page 1, line 8, strike out “‘Navy prices” and insert in lieu thereof 
“prices which represent the current or estimated replacement cost to 
the Navy,”. — 

Page 2, line 3, strike out the quotation marks and insert ‘“Collec- 
tions received from such sales shall be reimbursed to the current 
appropriation or fund concerned.” Insert quotation marks following 
the period. 

EXPLANATION OF AMENDMENTS 
First amendment 

The Navy purchases degaussing equipment at rather widely spaced 
intervals. In view of this the price varies from one procurement to 
another. The committee felt that this variation in price should be 
reflected in the payments made by merchant-ship owners. It is 
possible that increased costs of equipment would not be reflected in 
the amount received by the Government where the equipment is 
taken from a stock which may have been on hand for some length of 
time. 


86006 
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Second amendment 


Under the circumstances here present, it is only reasonable that 
when sales are made the Navy be permitted to reimburse the appro- 
priation or fund which was used to purchase the degaussing a 
ment. Since there is some doubt as to whether the ‘Navy could ¢ 


this without specific legal authority, appropriate language to peel 
this was inserted in the bill. 


PURPOSE OF THE BILL 


The purpose of H. R. 4285 is to authorize the sale of degaussing 
equipment by the Department of the Navy to the owners or operators 
of privately owned merchant ships of United States registry. 


BACKGROUND OF THE BILL 
Existing law 

No law exists at present which would allow the Department of the 
Navy to sell degaussing equipment to owners or operators of privately 
owned merchant ships. 
Degaussing equipment 

Degaussing equipment consists of various electrical devices, mag- 
netic coils, switches, and the like, which when installed on ships affords 
protection against magnetic mines. 
Use during and after World War II 

During World War II a great number of magnetic mines were 
planted about the oceans of the world and to insure the safety of our 
merchant fleet degaussing installations were placed on a large number 
of our merchant ships. After World War II a number of private 
owners who acquired these vessels decided to retain the degaussing 
installations on ships and have kept them in operating condition. 
This practice of maintaining the degaussing equipment in operating 
condition was encouraged by the Navy as the danger from magnetic 
mines planted during the war still continues to exist in certain areas 
of the world. 
Availability of equ ipme nt 


Some of the components in the degaussing equipment are of special 
design and are not available commercially. These components are 
available, however, in Navy stock, and it would be in the national 
interest to sell them to the owners of merchant vessels. In the event 
of future mobilization it would be necessary to install degaussing on 
merchant vessels; however, if private owners could purchase the 
necessary components now to maintain degaussing equipment in 
operating condition then we would have a sizable merchant fleet al- 
ready equipped with degaussing, thus making the first stages of 
mobilization more orderly, both from a production and a financial 
viewpoint. When owners of private vessels are unable to buy neces- 
sary components to keep their degaussing equipment in operating 
condition, it is possible that they may decide to remove the equip- 
ment from their ships rather than retain an inoperable system aboard. 
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COMMITTEE POSITION 


It is the view of the Committee on Armed Services that it is in the 
interests of national defense that special degaussing equipment, avail- 
able in sufficient quantities in Navy stock but not available com- 
mercially, be sold at Navy prices by Navy field activities to private 
shipowners for installation aboard their vessels. 


FISCAL DATA 


Enactment into law of this measure would not involve the expendi- 
ture of any Federal funds. 


DEPARTMENTAL DATA 


This measure is a part of the legislative program of the Department 
of Defense for the 85th Congress as is evidenced by letter dated 
January 28, 1957, from Secretary of the Navy Charles S, Thomas 
which is set out below and made a part of this report. 





DEPARTMENT OF THE Navy, 
OFFICE OF THE SECRETARY, 
Washington, D. C., January 28, 1957. 
Hon. Sam RAYBURN, 
Speaker of the House of Representatives, 
Washington, D. C. 

My Dear Mr. Speaker: There is forwarded herewith a draft of 
legislation to authorize the sale of degaussing equipment by the 
Department of the Navy to the owners or operators of privately owned 
merchant ships of United States registry. 

This proposal is part of the Department of Defense legislative pro- 
gram for 1957, and it has been approved by the Bureau of the Budget. 
The Department of the Navy has been designated as the representa- 
tive of the Department of Defense for this legislation. . It.is recom- 
mended that this proposal be enacted by the Congress. 


PURPOSE OF THE LEGISLATION 


The purpose of this proposed legislation is as indicated in the title. 
Degaussing equipment consists of various electrical devices, magnetic 
coils, switches, and the like, which when installed on ships affords 
protection against magnetic mines. During World War IT degaussing 
installations were placed on a number of merchant vessels. These 
installations were made as part of the merchant-vessel defense-installa- 
tion program. ‘The major special items of degaussing equipment were 
furnished by the Navy under appropriations designated as “Defense 
installation, merchant vessels, Navy,” and the installation work was 
done under the Maritime Administration. 

At the end of World War II a number of private owners who 
acquired these vessels decided to retain the degaussing installations 
on the ships and they have kept them in operating condition. This 
maintenance has been encouraged by the Navy inasmuch as the danger 
from magnetic mines planted during the war still continues to exist 
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in certain areas. Moreover, in the event of future mobilization the 
maintenance of the maximum number of degaussing installations 
would be in the national interest. 

Some of the components in the degaussing installations are of 
special design and are not available commercially. These compo- 
nents are available, however, in Navy stock. Accordingly, when 
private shipowners are in need of these special components they apply 
to the nearest naval shipyard to purchase them. Under present law, 
however, there is no authority which permits such a sale by the Navy. 
Because of the lack of these special components, the private ship- 
owner may find his installation inoperable and may have it removed. 
A number of requests for such purchases have been received in the 
past by the Department of the Navy. 

It is therefore considered to be in the interest of national defense 
that special degaussing equipment, available in sufficient_quantities 
in Navy stock but not available commercially, be sold at Navy prices 
by Navy field activities to private shipowners for installation aboard 
their vessels. 

COST AND BUDGET DATA 


The enactment of this legislation would cause no apparent increase 
in budgetary requirements for the Department of Defense. 
Sincerely yours, 
CuHarues S. THoMaAs, 
Secretary of the Navy. 


CHANGES IN Existinc Law 


In compliance with clause 3, of rule XIII of the Rules of the House 
of Representatives, there is herewith printed in parallel columns the 
text of provisions of existing laws which would be repealed or amended 
by the various provisions of the bill. 


EXISTING LAW THE BILL 
(Title X, United States Code) 
” * ™ + x 


Src. 7229. Purchase of fuel 


In buying fuel, the Secretary of 
the Navy may, in any manner he 
considers proper, buy the kind of 
fuel that is best adapted to the 
purpose for which it is to be used. 

* * * * ~*~ 


That title 10, United States Code, 
is amended— 
(1) by inserting after sec- 
tion 7229 a new section read- 
ing as follows: 


“*$ 7230; Sale of degaussing equip- 
ment 
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EXISTING LAW 


Src. 7291. Classification 
The President may establish, 
and from time to time modify, as 
the needs of the service require, a 
classification of naval vessels. 
a we * * > 


THE BILL 


“The Secretary of the Navy, 
under such regulations as he pre- 
scribes, may sell at Navy prices, 
to owners or operators of privately 
owned merchant ships of United 
States registry, degaussing equip- 
ment available from Navy stock 
but not readily available commer- 
cially, in order to promote the 
installation, repair, and mainte- 
nance of degaussing equipment on 
American vessels.” 

(2) by inserting at the end 
of the section analysis of 
chapter 631, title 10, United 
States Code, a new item read- 
ing as follows: 


“7230. Sale of degaussing equip- 
ment.” 


O 
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ARMED FORCES NURSES AND MEDICAL SPECIALISTS 
CAREER INCENTIVE ACT 





Fernrvuary 19, 1957.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Krupay, from the Committee on Armed Services, submitted 
the following 


REPORT 


[To accompany H. R. 2460] 


The Committee on Armed Services to whom was referred the 
bill (H. R. 2460) to improve the career opportunities of nurses and 
m oe specialists of the Army, Navy, and Air Force, having con- 
sidered the same, report favorably thereon with amendments and 
recommend that the bill do pass. 

The ees are as follows: 

On page 5, lines 10 and 11, strike out the word “bithday”, and in- 

rt in lieu thet eof “birthday” 

"On page 8, line 24, strike out the words 
lieu thereof ‘‘they are” 

On page 9, line 19, strike out the words “applicable promotion 
list’, and insert in lieu thereof the words “‘promotion lists of the 
Army Nurse Corps or the Army Medical Specialist Corps” 

On page 9, line 21, strike out the words “that promotion list’’, and 
insert in lieu thereof the words “the applicable promotion list”’ 

On page 12, line 2, place the 2 in parentheses: (2). 

On page 12, strike out lines 9 and 10 and insert in lieu thereof: 


te 


she is’’, and substitute in 


(ii) the service credited under sections 101 or 105 of the 
Army-Navy Nurses Act of 1947 (61 Stat. 41), as amended, 
or the service credited under section 3291 (c) of this title, as 
the case may be. 
On page 13, line 21, strike out the word “‘commissioner’’, and insert 
in lieu thereof the word ‘‘commissioned’’. 
On page 14, strike out lines 4 and 5, and insert in lieu thereof: 


(B) the service credited under sections 101 or 105 of the 
Army-Navy Nurses Act of 1947 (61 Stat. 41), as amended, 
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or the service credited under section 3291 (c) of this title, 
as the case may be. 


On page 14, line 22, strike out the date “January 1, 1958”, and 
insert in lieu thereof: “the date which is one year after the date of 


the enactment of this Act,’’. 


On page 27, after line 13, insert a new subsection as follows: 


(23) Section 5140 (a) is amended by striking out in the 
first sentence the words “commander or lieutenant com- 
mander” and inserting the words ‘lieutenant commander or 
above’”’ in place thereof. 


On page 27, after line 24, add a new section as follows: 


Sec. 203. (a) A woman officer appointed in the Medical 
Service Corps of the Navy before the effective date of this 
Act may, upon her application, made not later than January 
30, 1958, be reappointed in that corps under section 5579 of 
title 10, United States Code, notwithstanding the limitations 
specified therein with regard to age or grade. The provi- 
sions of law applicable to male officers appointed under that 
section are applicable to a woman officer so reappointed. 

(b) A woman officer reappointed in the Medical Service 
Corps of the Navy under subsection (a) shall be reappointed 
in her permanent grade with date of rank held by her at the 
time of reappointment. The running mate of a woman officer 
so reappointed shall be an eligible male line officer of the 
Navy of appropriate precedence assigned by the Secretary of 
the Navy. Officers so reappointed who at time of reappoint- 
ment had to their credit leave accrued, but not taken, shall 
not, by reason of reappointment lose such accrued leave. 

(c) A woman officer appointed in the Medical Service 
Corps of the Naval Reserve before the effective date of 
this Act is considered for all purposes to have been appointed 
under section 5581 of title 10, United States Code. Such 
an officer shall be assigned a running mate in the same 
manner as is provided for a male officer appointed in the 
Medical Service Corps of the Naval Reserve. 


On page 28, strike out lines 4 through 14, inclusive, and insert in 
lieu thereof the following: 


(1) Section 8206 is amended to read as follows: 

“$8206. Regular Air Force: Commissioned officers on active 
list; Air Force nurses 

“(a) The authorized strength in Air Force nurses on the 
active list of the Regular Air Force is as prescribed by the 
Secretary of the Air Force within the authorized strength of 
the Regular Air Force in commissioned officers on the active 
list. 

“(b) Of the authorized strength of the Air Force in Air 
Force nurses on the active list of the Regular Air Force, not 
more than five may be in the regular grade of colonel, and 
not more than one hundred and seven may be the regular 
grade of lieutenant colonel.” 
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(2) Section 8207 is amended to read as follows: 

“$8207. Regular Air Force: Commissioned officers on active 
list; medical specialists 

“(a) The authorized strength in Air Force medical spe- 
cialists on the active list of the Regular Air Force is as 
prescribed by the Secretary of the Air Force within the 
authorized strength of the Regular Air Force in commissioned 
officers on the active list. 

“(b) Of the authorized strength in medical specialists on 
the active list of the Regular Air Force, not more than one 
may be in the regular grade of colonel, and not more than 
twenty may be in the regular grade of lieutenant colonel.” 


On page 31, after line 22, add a new subsection as follows: 


(9) Section 8298 (b) is amended by adding the following 
new sentence at the end thereof: “This subsection does not 
apply to Air Force nurses or medical specialists.” 


On page 31, line 23, change “(9)” to read “(10)”. 
On page 31, after line 25, insert a new subsection as follows: 


(B) by inserting the following new sentence at the end of 
subsection (ec): ‘“This subsection does not apply to the pro- 
motion of Air Force nurses or medical aietae to the grade 
of captain, major, or lieutenant colonel.” 


On page 32, line 1, change “(B)” to read “(C)”’. 

On page 32, line 22, change “(C)” to read ‘‘(D)”. 

On page 32, line 23, change “(10)” to read ‘‘(11)”. 

On page 33, line 3, change ‘‘(11)” to read “(12)”. 

On page 33, line 7 a change ‘‘(12)” to read ‘(13)’. 

On page 33, line 12, 2, change “(13)” to read ‘‘(14)”’. 

On page 33, line 23, change ‘‘(14)” to read ‘‘(15)”’. 

On page 34, line 1, change “(15)” to read ‘(16)”’. 

On page 34, line 20, change ‘‘(16)” to read “‘(17)”’. 

On page 35, line 1, change “(17)” to read “(18)”. 

On page 35, line 13, change “(18)” to read ‘‘(19)’’. 

On page 35, line 16, change “(19)” to read ‘*(20)”’. 

On page 36, line 13, change “(20)” to read “(21)”. 

On page 36, line 16, change “(21)” to read “(22)” 

On page 37, lines 19 and 20, strike out the words “after the effective 
date of this Act and before January 1, 1958,” and insert in lieu thereof 
“within one year after the effective date of this Act”. 

On page 39, strike out Sections 401 (4), 401 (5), 401 (6). 

The purpose of the proposed legislation, as amended, is to increase 
career opportunities for Regular officers serving in the Army Nurse 
Corps, the Army Medical Specialist Corps, Regular officers designated 
as nurses and medical specialists in the Air Force, and officers serving 
in the Navy Nurse Corps and the Medical Service Corps of the Navy. 

Under existing law, the average Army or Air Force nurse serving as 
a Regular officer can only expect to attain the grade of permanent 
captain at the time of retirement. In the Navy, a nurse can only 
expect to attain the grade of lieutenant at the time of retirement. 

Under the proposed legislation, as amended, this career expectancy 
would be raised from the grade of captain in the Army and Air Force 
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to the grade of major and from senior lieutenant in the Navy to the 
grade of lieutenant commander. 

In addition, the proposed legislation establishes for the first time, 
by statute, the permanent grade of colonel in the Army Nurse Corps; 
increases the number of permanent lieutenant colonel billets for Army 
nurses; establishes the permanent grade of captain in the Navy Nurse 
Corps, and increases the number of captains and commanders that 
may serve in those grades. Likewise, the proposed legislation, as 
amended, authorizes the Air Force to have the same number of per- 
manent-grade colonels and the same number of permanent-grade 
lieutenant colonels as will be authorized for the Army from among its 
officers designated as nurses. 

Likewise, the proposed legislation will authorize 1 officer in the 
Army Medical Specialist Corps to serve in the grade of permanent 
colonel and, in addition, will authorize 20 officers to serve in the per- 
manent grade of lieutenant colonel in the Army Medical Specialist 
Corps. 

Under existing law, there are no permanent grades above that of 
major in the Army Medical Specialist Corps. 

In addition, the proposed legislation will authorize the appointment 
of 1 officer in the permanent grade of colonel from among officers 
designated as medical specialists in the Air Force, and will authorize 20 
officers designated as medical specialists in the Air Force to serve in 
the permanent grade of lieutenant colonel. 

The proposed legislation will also eliminate the present restriction on 
the number of officers who may serve in the grade of captain in the 
Medical Service Corps of the Navy. 

The proposed legislation also establishes for Army and Air Force 
nurses and medical specialists mandatory retirement provisions com- 
parable to those now in existing law for Regular officers of the Women’s 
Army Corps and Women of the Air Force. 

Under existing law, the Army Nurse Corps is authorized no perma- 
nent colonels, only seven-tenths of 1 percent lieutenant colonels, and 
1.6 percent majors. There are today no permanent-grade colonels or 
lieutenant colonels authorized for medical specialists corps officers in 
the Army, and only 5 percent of the officers of the Medical Specialist 
Corps may serve in the permanent grade of major. 

Under existing law, in the Navy, only 1.75 percent of the active- 
duty nurses may serve in the grade of commander, and 7.75 percent 
in the grade of lieutenant commander. No permanent grade captains 
are authorized under existing law for officers in the Navy Nurse Corps. 

Under the proposed legislation, as amended, the authorized Regular 
strength of the Army Nurse Corps will be established at 2,500 nurses, 
and the authorized strength of Regular officers in the Army Medical 
Specialist Corps will be established at 350. 

Among Army nurses, the proposed legislation, as amended, will 
authorize not more than 5 to serve in the permanent grade of colonel 
and not more than 107 to serve in the permanent grade of lieutenant 
colonel. 

Under existing law, as previously stated, there are no permanent- 
grade colonels authorized in the Army Nurse Corps, 33 may serve in 
the permanent grade of lieutenant colonel, and only 75 Army nurses 
may serve in the permanent grade of major. This latter provision 
will be eliminated from the law, thus removing the present restrictive 
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language in the law with regard to the number of nurses who may 
attain the permanent grade of major in a normal career pattern as an 
Army nurse. 

In the Navy, under existing law, the permanent grade of captain 
will be authorized and two-tenths of 1 percent of the officers in the 
Nurse Corps may serve in the grade of captain; likewise under the pro- 
posed legislation, the limitation on the number of nurses who may serve 
in the grade of commander will be increased from 1.75 percent to 5 
percent and the present limitation of 7.75 percent in the grade of 
lieutenant commander will be eliminated. 

Likewise, naval officers in the Medical Service Corps will have 
improved career opportunities as a result of the proposed repeal of 
the existing 2 percent limitation on the number of officers who may 
serve as captains in the Medical Service Corps. 

The Regular strength of the Army Nurse Corps has declined by 
some 250 nurses since January 1, 1952 and in the same period of 
time, the Navy Nurse Corps has lost almost 500 Regular Navy 
nurses. In the Air Force, in fiscal 1956, 591 Reserve officers were 
separated from the service, a major portion of whom had been lieu- 
tenants and had completed only 2 years of active service. Of the 940 

{egular Navy nurses now serving on active duty in the Navy Nurse 
Corps, only 26 Regular Navy nurses are serving in grades below 
lieutenant. Among 1,293 Regular Army nurses, only 87 are perma- 
nent-grade first lieutenants, and only 4 are permanent second lieu- 
tenants. 

The situation among Air Force nurses is even more alarming since 
there is only one permanent second lieutenant now serving as a nurse 
in the Air Force. 

In order to maintain a balance in all grades, it is estimated that 
eens 500 permanent lieutenants are required in the Army 
Nurse Corps alone. A similar situation exists in the Army Medical 
Specialist C orps, and among Air Force officers designated as medical 
specialists. 

Of 3,513 nurses now serving on active duty in the Army, only 1,293 
are Regular officers. 

Unless the proposed legislation is enacted the future of the Army 
and Navy Nurse Corps and officers serving as nurses in the Air Force, 
as well as medical specialists, will be in grave jeopardy, since the 
number of individuals applying for appointments as Regular nurses is, 
as indicated, so low as to foreshadow the possible disintegration of the 
Regular Nurse Corps in the years ahead. 

[t is the considered opinion of the Assistant Secretary of Defense 
(Health and Medicine), the Surgeons General, the chief of nurses for 
each of the Nurse Corps, and the chiefs of the Medical Specialist 
Corps, that enactment of the proposed legislation will considerably 
alleviate the present alarming personnel situation by increasing the 
career opportunities for young nurses who in the future may ‘be 
expected to make a career of nursing in the armed services. This will 
be accomplished, as indicated, by improving promotion opportunities 
so that the average nurse may hereafter attain the grade of major in 
a normal career rather than the grade of captain. 

It is likewise felt that enactment of the proposed legislation will 
attract many Reserve nurses now serving on active duty who will be 
encouraged to apply for Regular commissions knowing that their 
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career expectancy has been increased from the grade of captain to 
that of major, or lieutenant commander in the Navy. 


OTHER FEATURES OF THE PROPOSED LEGISLATION 


Under present law, nurses in the Army and Air Force may onl 
appointed as Regular officers in the grade of second and first ler 
tenants. Under the proposed legislation, Reserve nurses may be 
appointed up to the grade of captain provided they have had not less 
than 7, nor more than 14 years of active service and have not yet 
attained the age of 39. Under existing law, nurses may be appointed 
in the Army or Air Force Nurse Corps or Army or Air Force Medical 
Specialist Corps as second lieutenants if they have not passed their 
27th birthday. Likewise, individuals may be appointed as Regular 
nurses or Regular Medical Specialist Corps officers in the grade of 
first lieutenant if they have not yet passed their 30th birthday. 

However, persons appointed to these grades may exceed the ages 
of 27 and 30 respectively by the amount of commissioned service they 
have performed in the Armed Forces after December 31, 1947, but 
by not more than 5 years. 

Under the proposed legislation these ages may be exceeded by not 
more than 5 years, but by ~ amount of active commissioned service 
performed since December 7, 1941. This change is expected to at- 
tract an additional number a Reserve nurses now serving on active 
duty or those who have previously served on active duty who will be 
allowed to count up to 5 years of previous commissioned service as 
promotion-list service. 

Under existing law persons may be appointed in the Army Nurse 
Corps and Army Medical Specialist Corps and may also be appointed 
as nurses in the Air Force and as medical specialists in the Air Force 
with 3 years of constructive credit in the grade of first lieutenant, de- 
pending upon their professional qualifications. This same provision 
is reiterated in the proposed legislation, but spells out more specific 
educational requirements. 

In addition, under the proposed legislation, nurses and medical 
specialists so designated in the Air Force previously appointed 
Regular officers who have heretofore not been able to count as pro- 
motion-list service their commissioned service prior to December 31, 
1947, may be permitted to count such service, and the necessary ad- 
justments on the promotion list may be made in accordance with the 
amount of such active commissioned service performed prior to De- 
cember 31, 1947, and subsequent to December 6, 1941. 

There is no comparable provision in the Army title for the adjust- 
ment of promotion-list service for nurses already appointed in the 
Regular Nurse Corps or the Army Medical Specialist Corps. Male 
officers in the Army under recently enacted augmentation legislation 
likewise were not readjusted. 

The proposed legislation will also require Regular members of the 
Army Nurse Corps and Medical Specialist Corps, as well as Regular 
officers designated as Air Force nurses, and medical specialists, to 
serve on selection boards for the selection of officers in these corps to 
the next higher grades. 

A similar provision is contained in title II with respect to members 
of the Navy Nurse Corps and Navy Medical Service Corps. 
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Under the proposed legislation, as amended, all Regular Army and 
Air Force nurses and medical specialists who have completed 3 years 
of service as a second lieutenant must be promoted to the permanent 
grade of first lieutenant if otherwise qualified. Upon the completion 
of 7 and 14 years of promotion-list service such officers must be pro- 
moted to the permanent grades of captain and major, respectively, 
if otherwise qualified. The provision with regard to promotion to 
major, if fully qualified, is a change from existing law and is that por- 
tion of the proposed legislation which will increase the normal career 
pattern from the grade of captain to the grade of major for Regular 
nurses and medical specialists of the Army and Air Force. 

Upon the completion of 21 years of promotion-list service, or less 
if vacancies exist, Regular nurses and medical specialists will become 
eligible for selection to the permanent grade of lieutenant colonel 
vacancies on a best-qualified basis but since the number of permanent 
lieutenant colonels will be restricted to 107 in the Army Nurses 
Corps, and 107 among Air Force Regular nurses, and since medical 
specialists will be limited to 20 lieutenant colonels in the Army and 
20 in the Air Force, this selection will be on a highly competitive basis. 

After serving in the permanent grade of lieutenant colonel for 1 year 
Regular Army and Air Force nurses and medical specialists will be 
eligible for consideration for promotion to vacancies on a best-qualified 
basis to the permanent grade of colonel. Since there will only be 5 
permanent colonels authorized in the Army Nurse Corps and 5 among 
Regular Air Force nurses, and only 1 permanent colonel in the Medical 
Specialists Corps, and 1 from among officers designated as medical 
specialists in the Air Force, it is obvious that the selection at this time 
will also be highly competitive. 

Under existing law members of the Army Nurse Corps and Medical 
Specialists Corps as well as officers designated as nurses and medical 
specialists in the Air Force must be retired upon attaining the age of 
60, although there is discretionary authority to retire such officers 
depending upon their grade and years of active service completed, 
at an earlier age, provided they have completed a minimum of 20 
years of active service. 

Under the proposed legislation, Regular nurses and medical spe- 
cialists of the Army and Air Force must be retired upon the completion 
of not less than 25 years of promotion-list service or not more than 
28 years of promotion-list service if serving in the grade of major. 
Permanent heutenant colonels of these two corps must be retired 
upon completing not less than 28 years of promotion-list service 
or upon completion of not more than 30 years of promotion-list service. 
Colonels will be retired upon the completion of 30 years of promotion- 


a 


list service, or 5 years in grade, whichever occurs later. However, 
no Regular nurse or medical specialist may serve on active duty beyond 
the age of 60. 

This will place mandatory retirement for Regular nurses and medical 
specialists of the Army and Air Force on the same basis as that pre- 
scribed by law for Regular officers in the Women’s Army Corps and 
the Women of the Air Force. 

Under the proposed legislation Regular nurses of the Army and 
Air Force as well as medical specialists mandatorily retired may here- 
after compute their retired pay on the same basis as male officers. 
Under existing law, nurses and medical specialists mandatorily retired 
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are only permitted to count their active service or service creditable 
for pay purposes in computing their retired pay. 

Under present law all Regular Navy nurses must be retired upon 
attaining age 62. There are also certain discretionary retirement 

rovisions. Regular nurses serving in the grades of commander and 
fietitanannt commander may be retired upon completion of 20 years of 
active service or upon reaching age 55 whichever is later. The pro- 
posed legislation would repeal these discretionary retirement provisions 
and provide certain mandatory retirement provisions in their place. 
Nurse Corps captains, commanders, and lieutenant commanders 
would be retired upon completion of 30 years of active service or upon 
reaching age 55, whichever is earlier. However, if the needs of the 
service so require, a limited number of commanders and captains may 
be retained beyond this point on a year-to-vear basis. 

The change in retirement laws for Navy nurses will provide for 
their mandatory retirement under conditions generally similar to 
those prescribed for women officers in the Navy under the Women’s 
Armed Services Integration Act. 

No changes are required in present law with respect to the retire- 
ment of Regular Medical Service Corps officers, except for com- 
manders who twice fail of selection. 

In view of the fact that officers serving as Regular nurses and 
medical specialists in the Army and Air Force must be considered for 
promotion to the permanent grade of major upon the completion of 
14 years of promotion-list service certain insignia changes will take 
place shortly following the enactment of the proposed legislation. 
This will be necessary in view of the fact that there are a number of 
officers of these corps who have more than 14 years of promotion-list 
service and thus will be eligible for promotion on a fully qualified basis 
as soon as boards can be convened following the enactment of the 
proposed legislation. 

It is anticipated that in fiscal 1958, 320 Army Nurses will be pro- 
moted for pay purposes to the permanent grade of major and 20 majors 
in the Army Nurse Corps will be promoted for pay purposes to the 
grade of lieutenant colonel. 

In fiscal 1959 the figures will be 56 and 18 respectively; in fiscal 1960, 
74 and 37 respectively; in 1961, 23 and 11 respectively; in 1962, 27 
and 15, respectively. 

No promotion to the grade of colonel for pay purposes in the Army 
Nurse Corps is anticipated until fiscal 1960 when 1 officer will be 
promoted for pay purposes, 2 in 1961, and 2 in 1962. 

Among medical spec ‘ialists in the Army, ! 26 captains will be promoted 
for pay purposes to the grade of major, and 3 majors will be promoted 
for pay purposes to the permanent grade of lieutenant colonel. 

In fiscal 1959, 9 captains will be promoted for pay purposes to the 
grade of major and 3 majors to the grade of lieutenant colonel. 

In fiscal 1960, 18 captains will be promoted for pay purposes to the 
grade of major, and 6 majors to the grade of lieutenant colonel. 

In fiscal 1961, 12 captains will be promoted for pay purposes to the 
grade of major, and 10 majors to the grade of lieutenant colonel. 

In fiscal 1962, 14 captains will be promoted for pay purposes to the 
grade of major, ‘and 7 mi ijors to lieutenant colonels. 

Only one lieutenant colonel will be promoted to the permanent 
grade of colonel in the Army Medical Specialist Corps and this is 
not expected to take place until fiscal 1962. 
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In the Air Force 96 officers serving as captains will be promoted for 
pay purposes to the grade of major in fiscal 1958. 

In the Air Force 19 captains will be promoted to the grade of 
major for pay purposes in 1959, 3 in fiscal 1960, none in fiscal 1961, 
and 7 in fiscal 1962 

Among Air Force medical specialists, 4 captains will be promoted 
for pay purposes to the grade of major in fiscal 1959 and 1 in 1960. 

Promotions to higher grades for pay purposes among Air Force 
nurses and medical spec ialists will be negligible in view of the fact that 
most of those who will be eligible for permanent promotions will 
alreadv be serving in the equivalent temporary grade. 

In the Navy, as previously indicated, the authorized number of 
nurses who may serve on active duty in the Nurse Corps has been 

tablished at two-tenths of 1 percent. ‘The limitation on the number 
of commanders has been increased from 1.75 percent to 5 percent and 
the previous restriction of 7.75 percent on the number of lieutenant 
commanders has been eliminated. It should be noted that the Navy 
title deals wit h temporary and permanent proniotions and deals with 
all officers, Reserve and Regular, serving on active duty in the Navy 
Nurse Cori 

As a result of the changes contemplated by the propose d legislation, 
663 Navy nurse lieutenants may in expected to be promoted to the 
grade of ‘lieutenant commander in fiscal 1958, 35 in fiscal 1959, 80 in 
fiscal 1960, 53 in fiscal 1961, and 49 in fiscal 1962. 

Twenty-five lieutenant commanders may be expected to be pro- 
moted to the grade of commander in fiscal 1958, 16 in 1959, 16 in 
fiscal 1°60, 10 in 1961, and 10 in 1962. 

One commander may be expected to be promoted to the grade of 
captain in 1958, 1 in 1959, 1 in 1960, 1 in 1961, and none in 1962. 

As a result of the elimination of the present 2 percent restriction 
on the number of officers who may serve in the grade of captain in 
the Medical Service Corps, it is anticipated that 1 commander will be 
promoted to the grade of captain in 1960, 4 in 1961, and 2 in 1962. 

The propose d legis}ation will not increase the active-duty cost for 
Army and Air Force personnel since promotions made under this 
authority will be made within previously projected budgets for 
nach year. 

The insignia changes or promotion for pay purposes for the Navy 

referred to above will entail a portion of the additional cost to the 
Government as a result of the enactment of the proposed legislation, 
since the Navy title deals with permanent and temporary promotions. 

It should be noted, however, that these are the promotions which 
are expecied to bring about the increased attractiveness of a service 
career in nursing in the armed services as well as a career as a medical 
specialist or in the Medical Service C orps. 

It should also be noted that the insignia changes which will be 
authorized as a result of the proposed legislation are in conformity 
with the requirements which each of the armed services have for 
officers serving in these grades. 

It should be noted further that all promotions authorized under the 
proposed legislation will still be subject to the overall limitations 
contained in the Officer Grade Limitation Act of 1954. That law 
prescribes the number of officers who may serve in each grade of major 
or above depending upon the size of the Armed Forces and thus acts 
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as a master control over all promotions in the Armed Forces. None 
of the promotions or increased career opportunities authorized by the 

proposed legislation will allow the armed services to exceed the overall 

imitations now contained in existing law with respect to the number 
of officers that may serve in the grade of major and above in the Armed 
Forces. ‘This same limitation is applicable to promotion in the Navy 
even though such promotions are based upon a running-mate system 
in view of the fact that the limitations contained in the Officer Grade 
Limitation Act on the unrestricted line must necessarily act as a 
restrictive force in the number of officers who may be promoted in 
the staff corps of the Navy. 

It is estimated that enactment of the proposed legislation will 
involve a cost of $768,835 in fiscal 1958. This cost will increase 
each year to $1,982,000 in fiscal 1962. These costs reflect increased 
retirement costs as well as the costs of the Navy promotions for pay 
purposes that will be effected as a result of the enactment of the 
proposed legislation. 


EXPLANATION OF COMMITTEE AMENDMENTS 


Most of the committee amendments are technical in nature. The 
substantive amendments are as follows: 

Under the proposal as originally introduced only years of active 
service, service creditabie for. longevity pay purposes, or promotion- 
list service for those hereafter appointed could be used for mandatory 
retirement pay purposes. Under the proposed legislation, as amended, 
officers heretofore or hereafter appointed in the Regular Nurse Corps 
of the Army or the Regular Medical Specialist Corps may use as a 
multiplier in determining their retired pay the promotion-list service 
awarded to them at the time of initial appointment, or years of service 
creditable for longevity pay purposes. 

The amendment to section 103 of title I is self-explanatory: 

It is anticipated that all promotions that will be authorized as a 
result of the increase in promotional opportunities afforded by the 
proposed legislation will require at least 1 year to complete. Officers 
who will then have promotion-list service which will require their 
mandatory retirement will be allowed to continue on active duty for 
a 2-year period beyond the date they are promoted to their permanent 
grade in order that they may make the necessary preparations for 
retirement. 

Substantive amendments concerning the Navy title: 

The new subsection 201 (23) will permit the selection of the director 
of Navy nurses to be made from among officers serving in the grade of 
captain, commander or lieutenant commander. Under present law, 
the director of the Navy Nurse Corps must be selected from among 
officers serving in the grade of commander or lieutenant commander. 
Since captains in the Navy Nurse Corps are authorized under the 
proposed legislation, the amendment is necessary to enable them to be 
considered for appointment as director. 

The proposed new section 203 will permit women officers now in 
the Medical Service Corps to elect reappointment in that corps under 
laws pertaining to the appointment of male officers in the Medical 
Service Corps. These women officers are now promoted under the 
Women’s Armed Services Integration Act which offers limited promo- 
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tional opportunity beyond the grade of lieutenant. In addition to the 
women already in the Medical Service Corps, there are 36 officers in 
the Navy Nurse Corps who are about to transfer to the Medical 
Service Corps, under Public Law 606, 84th Congress; this latter law 
authorizes these women to be appointed and promoted in the Medical 
Service Corps under either the Women’s Armed Services Integration 
Act or under laws applicable to male officers of that corps. Since male 
officers in the Medical Service Corps receive increased promotional 
opportunity to the grade of lieutenant commander the women officers 
transferring to the Medical Service Corps from the Nurse Corps who 
elect male-type appointments will have a more favorable career pattern 
than those women officers now in the Medical Service Corps. 

This amendment will rectify this inequity and is consistent with the 
provisions of Public Law 408, 82d Congress, which authorized the 
appointment and promotion of women officers in the various medical 
services of the Army, Navy, and Air Force under the laws applicable 
to male officers. 

The substantive amendments to title III are as follows: 

Under the bill as originally introduced the promotion of Regular 
nurses in the Air Force and officers serving as Regular medical special- 
ists would have been controlled by the Officer Personnel Act. In the 
interests of conformity, and to preclude the possibility of 1 service 
providing a greater promotional opportunity than another service in 
attracting nurses, the comittee has amended the proposed legislation 
so as to authorize not to exceed 5 Air Force nurses to serve in the per- 
manent grade of colonel and not to exceed 107 to serve in the perma- 
nent grade of lieutenant colonel. Likewise, the committee amend- 
ment permits 1 officer to serve as a medical specialist in the Air Force 
in the permanent grade of colonel and not more than 20 in the per- 
manent grade of lieutenant colonel. 

An additional amendment deals with the permanent grades of first 
lieutenant, captain, and major. Without the amendment to the bill 
as originally introduced, regular officers serving as nurses and medical 
specialists in the Air Force could have been promoted to the permanent 
grade of first lieutenant with less than 3 years of promotion list 
service, to the grade of captain with less than 7 years of promotion 
list service, and could have been promoted to the permanent grade 
of major with less than 14 years of promotion list service. In the 
interest of conformity, the committee amended the Air Force title so 
that permanent promotion to the grade of first lieutenant, captain, 
and major among regular nurses and medical specialists of the Air 
Force will be identical with the provisions of law applicable to Regular 
Army nurses and medical specialists. 

The only other substantive amendment with respect to the Air 
Force is similar to the amendment to title I with regard to those 
nurses and medical specialists who will be promoted as a result of the 
proposed legislation and who face mandatory retirement because of 
their promotion list service. Under the bill as introduced such indi- 
viduals promoted prior to January 1, 1958, would have been retired 
2 years after the date of promotion. Since such promotions cannot 
be effected between now and January 1, 1958, this provision has been 
amended to provide a 1-year period in which to make such promotions. 

All other amendments are technical in nature. 

The Committee on Armed Services strongly recommends enactment 
of the proposed legislation in order to provide increased career oppor- 
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tunities for regular nurses and medical specialists of the Army and Air 
Force, and Navy nurses and officers of the Medical Service Corps 
of the Navy. The information supplied to the committee indicates 
that the input of young officers in the Regular Nurse Corps of the 
three services is at an alarmingly low rate. Much of this can be 
attributed to the present limitation on the grade to which the average 
nurse or medical specialist may attain after long years of faithful 
service. By authorizing permanent grade colonels and increasing 
the number of permanent grade lieutenant colonels in the Army and 
Air Force, as well as eliminating the restrictions on the grade of major, 
it is anticipated that many Reserve officers now serving on active 
duty and many civilian nurses will seek appointments as regular 
nurses and medical specialists. A similar situation exists in the Nav y 
Nurse Corps and in the Medical Service Corps. 

The fiseal 1958 cost of the proposed legislation, as previously stated, 
will amount to $768,835. The Department of Defense strongly 
recommends enactment of the proposed legislation and the Bureau of 
~ Budget interposes no objection, as indicated by the attached 
etter. 





DEPARTMENT OF THE ARMY, 
Washington 25, D. C., January 3, 1957. 
Hon. Sam Raysurn, 
Speaker of the House of Representatives. 

dear Mr. Speaker: There is forwarded herewith a draft of pro- 
posed legislation to improve the career opportunities of nurses and 
medical specialists of the Army, Navy, and Air Force. 

This proposal is a part of the Department of Defense legislative 
prozram for 1957, and the Bureau of the Budget has advised that it 
has no objection to the submission of this proposal for the considera- 
tion of the Congress. The Department of the Army has been desig- 
ivted as the representative of the Department of Defense for this 
proposal. It is recommended that this proposal be enacted by the 
Conress. 

PURPOSE OF THE LEGISLATION 


The purpose of the proposed legislation is to provide increased 
career opportunities for regular service for nurses and medical special- 
ists of the Army, Navy, and Air Force. It would achieve this pri- 
marily by increasing from captain to major in the Army and Air Force 
and from lieutenant to lieutenant commander in the Navy the per- 
manent grade which the average nurse or medical specialist could 
expect to attain during the course of a fall military career. It would 
also, for the Army and Navy, increase the number of officers presently 
authorized to serve as lieutenant colonels (commanders) and estab- 
lish the permanent grade of colonel (captain) for officers in these cate- 
gories. Existing law already provides authority for these grades in 
the Air Force. This would recognize, by appropriate grade, the 
responsibilities commensurate with certain positions which ‘these 
officers occupy. Additionally, the proposed legislation would retire 
nurses and medical specialists of the Army and Air Force under pro- 
cedures which are applicable generally to other regular officers of 
those services. 
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Among the major changes which the proposed legislation would 
make are the following: 

(a) It establishes the permanent grade of colonel in the Army Nurse 
Corps, Regular Army, and the permanent grades of colonel and 
lieutenant colonel in the Army Medical Specialist Corps, Regular 
Army. 

It also sets the number of officers who may be in those permanent 
grades at 5 colonels and 107 lieutenant colonels in the Army Nurse 
Corps, Regular Army, and at 1 colonel and 20 lieutenant colonels in 
the Army Medical Specialist Corps, Regular Army. Existing law 
authorizes only 33 permanent lieutenant colonels and 75’ permanent 
majors in the Army Nurse Corps, Regular Army; and only 35 per- 
manent majors in the Army Medical Specialist Corps, Regular Army. 
The permanent grade structure for Air Force nurses and medical 
ae includes the permanent grades of colonel and lieutenant 
colonel. 

(6) It authorizes original appointments in the permanent grade of 
captain of nurses and medical specialists in the Regular Army and the 
Regular Air Force. This will permit the integration into the Regular 
components, in a grade commensurate with their experience, of 
Reserve nurses and Reserve medical specialists who have performed at 
least 7 years of active commissioned service. This authority for 
original appointments at captain grade would be in addition to exist- 
ing authority for original appointments at second or first lieutenant 
rade. 

, (c) It would adopt generally for nurses and medical specialists 
of the Regular Army and Regular Air Force, provisions similar to 
those relating to promotion and retirement of Regular Army and 
Regular Air Force officers. Included are provisions for: 

(1) promotion to the permanent grades of first lieutenant 
captain, and major on the same genevel Danie as for other Regular 
officers of these services. 

(2) promotion to the permanent grades of lieutenant colonel 
and colonel to fill vacancies in those grades. 

(3) if in the permanent grade of major, retirement on com- 
pletion of 25 years of service creditable for promotion, with 
discretionary retention to 28 years of service. 

(4) if in the permanent grade of lieutenant colonel, retirement 
on completion of 28 years of service creditable for promotion 
with discretionary retention to 30 years of service. 

(5) if in the permanent grade of colonel, retirement on comple- 
tion of 30 years of service creditable for promotion or 5 years 
service in this permanent grade, whichever is later. 

(6) retirement at age 60 if not earlier retired or separated. 

(d) It will permit counting for mandatory retirement purposes 
whatever years of service are counted for promotion purposes. Thus, 
the service with which a nurse or medical specialist is credited for 
promotion purposes upon her appointment plus her subsequent service 
on the active list will count for mandatory retirement purposes. Under 
existing law, there is no mandatory retirement of nurses and medical 
specialists of the Regular Army or Regular Air Force, except upon 
attainment of age 60. 

For the Navy, title Il of the proposed legislation provides the 
following for officers of the Nurse Corps of the Navy: 

(a) authorize the rank of captain; 
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(6) establish a limitation on the number of officers who may 
serve in the grade of captain of 0.2 percent of the number of 
officers of the corps on active duty; increase the limitation on 
the number of officers who may serve in the grade of commander 
from 1.75 percent to 5.0 percent of the number of officers in the 
corps on active duty; and eliminate the limitation on the number 
of officers who may serve in the grade of lieutenant commander; 

(c) permit the selection for promotion to the grade of lieutenant 
commander of all qualified ieotmaniie in the promotion zone 
for the first time and, for 1 year after the proposal is enacted, 
those qualified lieutenants who have not been selected in pre- 
vious years because of the limitation on the number of officers 
who could serve in the grade of lieutenant commander; 

(d) permit officers of the Nurse Corps to be members of 
selection boards recommending officers of that corps for promo- 
tion; 

(e) provide for the selective retention on active duty of cap- 
tains and commanders, and if not so selected for their mandatory 
retirement on reaching age 55 or on completion of 30 years of 
service, whichever is earlier; 

(f) provide for the mandatory retirement of lieutenant com- 
manders on reaching age 55 or on completion of 30 years of serv- 
ice, whichever is earlier, and for the mandatory retirement of 
officers in grades below lieutenant commander on reaching age 
50 or on completion of 20 years of service, whichever is later; 
and 

(g) remove the present limitation on the number of officers 
in the Medical Service Corps which may serve in the grade of 
captain, and permit officers in the Medical Service Corps to 
serve as members of selection boards recommending officers of 
that corps for promotion. 

Differences in the three titles of the proposed legislation are neces- 
sary because of the variance in existing laws pertaining to officers of 
the Regular components of the Army, Navy, and Air Force generally. 
For example existing law provides an entirely different system for. the 
appointment, promotion, and retirement of nurses in the Navy from 
that prescribed for nurses in the Army and Air Force. Further, 
existing law provides for the designation of members of the Air Force 
to perform nursing and medical specialist duties, as contrasted to the 
separate corps established by law for these individuals in the Army. 
Substantive differences, therefore, reflect the applicability of different 
provisions of law which now pertain to the, various services. Pro- 
visions for grade distribution and retirement are examples of the above. 
In establishing the grade distribution, the Army does so as a function 
of its authorized Regular strength in the corps concerned; the Navy 
as a percentage of its active strength of nurses; and the Air Force, 
under present authority, applies the grade distribution percentages 
authorized for the various grades. The proposed retirement provi- 
sions for the Army and Air Force are the same and similar to current 
law pertaining to other female officers. The Navy retains its present 
retirement provisions. ‘The Navy provides, for the first time, for the 
mandatory retirement of officers in the Nurse Corps. 

The Department of Defense believes that this legislation is essential 
if the military services are to attract professionally qualified women 
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in sufficient numbers to meet the Regular component requirements. 
In this connection it may be noted that since January 1, 1952, the 
strength of the Army Nurse Corps has declined by almost 250 and the 
Navy Nurse Corps in the same period has lost almost 500 nurses. 
The strength of Regular nurses on active duty in the Air Force has 
remained practically static. At present, slightly over ‘30 percent of 
the nurses and medical specialists on active duty with the Army are 
members of the Regular component. In the Navy, 50 percent of the 
nurses are members of the Regular Navy. In the Air Force, Regular 
nurses and medical specialists comprise only 16 and 18 percent, re- 
spectively, of the total officers of their category on active duty. This 
situation exists despite constant efforts to procure nurses and medical 
specialists for the regular services from Reserve officers and from 
qualified civilians. 
COST AND BUDGET DATA 


If enacted, it is estimated this legislative proposal would cost the 
services for a 5-year period the following maximum amounts: 


(a) Man-years of civilian employment, by general categories of positions; 


Odbt.242 . 22 Le LILO Eee, ae cle 4 dS None 

(b) Expenditures for pe rsonal sé NEVIORDS OO aS cc srines nghe =p cence: dibw melon ah None 
(c) Expenditures for all purposes other than personal services: 

Fiscal Veer T00e. os. oa eo Cae aera dk owe a eee $768, 853 

Miseal yedr' 19002 Yi0iUS Se eae are ol CR 1, 017, 550 

Fiscal. year 1000. oé isccccadacccs cca dtesedsondaacs 1, 371, 130 

Biaeah your 1060s 5 din. 36... sack antl center donnd ia tne 1, 626, 275 

Fiscal Veer 100s cs se neceacecsacant chide eavo nse eee 1, 982, 006 


Sincerely yours, 
Witser M. Brucker, 
Secretary of the Army. 


SECTIONAL ANALYSIS 
TITLE I—ARMY 


Section 101 (1) provides that the Army Nurse Corps consists of 
the Chief of ‘that corps; and officers in grades of second lieutenant 
through colonel. The Chief is appointed from Regular Army nurses 
above the grade of major, and is entitled to the temporary grade and 
pay and allowances of a colonel while so serving. She ranks above 
all other colonels in that corps. 

Section 101 (2) provides that the Army Medical Specialist Corps 
consists of the Chief and Assistant Chiefs of that corps, and officers 
in the grades of second lieutenant through colonel and three Sections, 
the Dietitian Section, the Physical Therapist Section, and the Occu- 
pational Therapist Section. The Chief and Assistant Chiefs are 
appointed by the Secretary and the Surgeon General, respectively, 
from Regular Army medical specialists above the grade of captain; 


serve for terms of not more than 4 years, and may not be reappointed 
to the same positions. The Chief is entitled to the temporary grade 
and pay and allowances of a colonel while so serving, and ranks above 
all other colonels in that corps. The Assistant Chiefs are entitled 
to the temporary grade and pay and allowances of a lieutenant colonel, 
are Chiefs of their respective Sections and rank above all other lieu- 
tenant colonels in their Sections, 
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Section 101 (3) amends the analysis of chapter 307 of title 10, 
United States Code, to reflect the change in the catch line made by 
section 101 (2). 

Section 101 (4) establishes the authorized strength of the Army 
Nurse Corps in officers on the active list of the Regular Army at 2,500. 
Not more than 5 officers may be in the regular grade of colonel and 
not more than 107 may be in the regular grade of lieutenant colonel. 

Section 101 (5) establishes the authorized strength of the Army 
Medical Specialist Corps in officers on the active list of the Regular 
Army at 350. Not more than 1 may be in the regular grade of colonel 
and not more than 20 may be in the regular grade of lieutenant 
colonel. 

Section 101 (6) amends the analysis of chapter 331 of title 10, 
United States Code, to reflect the change in the catch line made by 
section 101 (5). 

Section 101 (7) amends title 10, United States Code, section 3288, 
making it inapplicable in determining the grade of a person originally 
appointed in the Regular Army in the Army Nurse Corps or the Army 
Medical Specialist Corps. 

Section 101 (8) authorizes original appointments of qualified per- 
sons ‘a the Army Nurse Corps and the Army Medical Specialist 
Corps in the grades of second lieutenant through captain, and speci- 
fies the years of service creditable for promotion to be given those 
persons upon appointment. 

Section 101 (9) amends the analysis of chapter 335 to reflect the 
change in the catchline made by section 101 (8). 

Section 101 (10) establishes separate promotion lists for officers of 
the Army Nurse Corps and Army Medical Specialist Corps. The 
present promotion lists for these officers are not statutory promotion 
lists, but are lists administratively established by the Secretary. In 
addition, this section includes officers in the two corps within the 
definition of ‘“promotion-list officers” and thus the general provisions 
governing the promotion, retirement, ahd separation of other promo- 
tion-list officers of the Regular Army apply to these officers. 

Section 101 (11) provides that selection boards considering officers 
of the Army Nurse Corps and Army Medical Specialist Corps for pro- 
motion may include lieutenant colonels. Under the amendment con- 
tained in section 101 (10) of this act, the selection-board procedure, 
governing the promotion of other regular officers, is made applicable 
to the promotion of officers in these two corps, and this section estab- 
lishes an exception to the general rule that members of those boards 
will be above the rank of lieutenant colonel, 

Section 101 (12) establishes an exception to the general rule, appli- 
cable to other regular officers, that vacancies in the regular grade of 
first lieutenant may be filled by promoting second lieutenants with less 
than 3 years service. Under this bill, second lieutenants in the Army 
Nurse Corps or the Army Medical Specialist Corps may only be pro- 
moted to regular grade of first lieutenant upon completing 3 years of 
service. 

Section 101 (13) establishes certain exceptions with respect to the 
procedures governing the promotion of officers in the Army Nurse 
Corps and Army Medical Specialist Corps to the regular grades of 
captain, major, or lieutenant colonel. As stated in section 101 (10), 
the amendment contained in that section included officers of the corps 
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under consideration within the definition of “‘promotion-list officers” 
and, accordingly, the promotion procedures governing the promotion 
of other regular officers are applicable to nurses and medical specialists. 
Under this bill officers in the two corps will be considered by a selection 
board for promotion to the regular grades of captain and major before 
they complete 7 or 14 years - service creditable for promotion service 
and will be promoted if recommended in the same manner as other 
officers in the Regular Army. An officer who is considered but not 
recommended must be considered by the next selection board. If not 
promoted on the recommendation of the second board she will be 
separated with severance pay or, if eligible, retired. This section 
provides, however, that officers in the two corps may not be promoted, 
as other regular officers may, to the regular grade captain or major, 
when a vacancy occurs regardless of length of service. Under this 
section and section 101 (12) the required length of service must be 

erformed before an officer may be promoted to the regular grade of 
first lieutenant, captain, or major. 

Section 101 (14) provides for the consideration for promotion of 
officers of the Army Nurse Corps and Army Medical Specialist Corps 
to the regular grades of lieutenant colonel and colonel. With respect 
to promotion to lieutenant colonel, all officers in the regular grade of 
major who have completed at least 21 years of service creditable for 
promotion (and officers in the regular grade of major whose names 
appear above the names of those officers on the applicable promotion 
list) are considered and, if recommended, may be promoted to fill 
vacancies as they occur. In addition, the Secretary of the Army may 
furnish to the selection boards for consideration the names of officers 
in the regular grade of major who have not completed 21 years of 
service creditable for promotion. With respect to promotion to 
colonel, all officers in the regular grade of lieutenant colonel must be 
considered and, if recommended, may be promoted to fill vacancies 
as they occur. An officer must complete at least 1 year of service 
in the regular grade of lieutenant colonel before being nominated for 
promotion to the regular grade of colonel. 

Section 101 (15) amends the analysis of chapter 335 of title 10, 
United States Code, to reflect the change in the catchline made by 
section 101 (14). 

Section 101 (16) amends title 10, United States Code, section 3305 
to provide that it does not govern the promotion to colonel of officers 
in the Army Nurse Corps or Army Medical Specialist Corps. 

Section 101 (17) amends the analysis of chapter 335 of title 10, 
United States Code, to reflect the change in the catchline made by 
section 101 (16). 

Section 101(18) provides that for purposes of computing retired 

ay, the years of service of an officer in Army Nurses Corps or Army 
Medical Specialist Corps are equal to her years of service creditable 
for promotion. 

Section 101 (19) contains provisions for the mandatory retirement of 
a regular major in the Army Nurse Corps or the Army Medical Spe- 
cialist Corps on the 30th day after she completes 25 years of service. 
However, if her name is carried on a list of officers recommended for 
promotion to lieutenant colonel she will not be retired while her name 
is so carried. In addition, the Secretary may retain her on the active 
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list until she completes 28 years of service if the authorized strength 
of the corps is not excesdied: 

Section 101 (20) amends the analysis of chapter 367, title 10, United 
States Code, to reflect the change in catchline made by section 101 (19), 

Section 101 (21) authorizes the Secretary to defer the retirement 
under title 10, United States Code, section 3916 of any officer in the 
regular grade of lieutenant colonel of the Army Nurse Corps or Army 
Medical Specialist Corps until the 30th day after she completes 30 
years of service. Title 10, United States Code, section 3916, which 
provides for the mandatory retirement of an officer in the regular 
grade of lieutenant colonel with 28 years service unless her name is 
carried on a recommended list for promotion to colonel, applies to 
officers in the 2 corps under consideration by virtue of the amendment 
contained in section 101 (10) which included them within the defini- 
tion of “‘promotion-list officers.” 

Section 101 (22) provides that for purposes of determining entitle- 
ment to retirement, the years of service of an officer in the Army Nurse 
Corps and Army Medical Specialist Corps are equal to her years of 
service creditable for promotion. 

Section 101 (23) deletes formula A, contained in the table in title 
10, United States Code, section 3991, for computing retired pay under 
title 10, United States Code, sections 3881, 3882 and 3912. These 
latter sections are repealed in section 401 of this bill. 

Section 102 authorizes the Secretary to determine the relative posi- 
tions on the promotion list of officers who have the same regular grade 
and date of rank. This is a temporary provision needed for the initial 
establishment of the promotion lists. 

Section 103 provides that any person promoted before the first 
anniversary of the date of enactment may not be mandatorily retired 
under title 10, United States Code, sections 3915 (b), 3916, 3919 or 
3921 (a), as amended or added by this act, before the date which is 
2 years after the date she is promoted. 

Section 104 contains savings clauses. 

Section 105 contains the short title for the Army title of the bill. 


TITLE II—NAVY 


Section 201 (1) amends section 5444 (b) of title 10, United States 
Code, to eliminate the limitation on the number of officers in the 
Nurse Corps which may hold temporary appointments in the grade 
of lieutenant commander; to increase the percentile limitation on the 
number of officers in the Nurse Corps ‘which may hold temporary 
appointments in the grade of commander from 1.75 percent to 5.0 
percent of the number of officers on active duty in the Nurse Corps; 
to establish a limitation on the number of officers in the Nurse Corps 
which may hold temporary appointments in the grade of captain of 
0.2 percent of the number of officers on aetive duty in the Nurse 
Corps; and to remove the present 2 percent limitation on the number 
of officers in the Medical Service Corps which may hold temporary 
appointments in the grade of captain. 

Section 201 (2) amends section 5444 (c) of title 10, United States 
Code, to eliminate the present provision for the determination of the 
allowed number of officers in the Nurse Corps which may hold tempo- 
rary appointments in the grade of lieutenant commander, and the 
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allowed number of officers in the Medical Service Corps which may 
hold temporary appointments in the grade of captain, inasmuch as 
the limitations on those numbers are deleted by the amendment 
contained in section 201 (1); and to provide for the computation of 
the number of officers in the Nurse Corps which may hold temporary 
appointments in the grade of captain. This section also amends 
section 5444 (c) to provide that if, when computing the number of 
officers which may hold temporary appointments in the various 
grades, the Secretary of the Navy determines that the number of 
officers in the Nurse Corps required to meet the needs of the service 
in the grade of captain is less than the prescribed number as computed 
for that grade, the reduction in the grade of captain may be applied 
as an increase in the prescribed number for the grade of commander. 

Section 201 (3) amends section 5444 (e) of title 10, United States 
Code, to eliminate the provision which authorizes a temporary in- 
crease in the grade of lieutenant comm:snder for the Nurse Corps to 
take care of officers of that grade whese promotion to the grade of 
commander ts delayed for any reason. With the removal of the limi- 
tation on the number of officers in the Nurse Corps which may serve 
in the grade of lieutenant commander this provision is no longer 
necessary. 

Section 201 (4) amends section 5449 of title 10, United States Code 
to eliminate the limitation on the number of officers in the Nurse 
Corps which may hold permanent appointments in the grade of lieu- 
tenant commander; to increase the percentile limitation on the num- 
ber of officers in the Nurse Corps which may hold permanent appoint- 
ments in the grade of commander from 0.7 to 5.0 percent of the num- 
ber of officers on the active list in that corps; to establish a limitation 
on the number of officers in the Nurse Corps which may hold perma- 
nent appointments in the grade of captain of 0.2 percent of the 
number of officers on the active list in that corps; and to remove the 
present 2 percent limitation on the number of officers in the Medical 
Service Corps which may hold permanent appointments in the grade 
of captain. 

Section 201 (5) amends section 5702 of title 10, United States Code, 
to provide the following membership for selection boards for officers 
in the Medical Service Corps and in the Nurse Corps: 

(1) Boards to recommend eaptains in the Medical Service 
Corps, and captains and commanders in the Nurse Corps, for 
continuation on the active list to consist of not less than 3 or more 
than 6 officers of the Regular Navy in the Medical Corps serving 
in the grade of rear admiral; 

(2) Boards to recommend officers in the Medical Service Corps 
in the grades of commander, lieutenant commander, lieutenant, 
and lieutenant (junior grade) for promotion to the next higher 
grade, to consist of not less than 6 or more than 9 officers serving 
in the grade of captain or above, of whom two-thirds shall be 
officers in the Medial Corps and one-third officers in the Medical 
Service Corps, except when officers in the Medical Service Corps 
in dental specialties are eligible for consideration for promotion 
the membership of the board shall include, in lieu of one of the 
officers in the Medical Corps, an officer in the Dental Corps in the 
grade of captain or above; 

(3) Boards to recommend officers in the Nurse Corps for pro- 
motion to the grade of captain to consist of not less tha 6 or more 
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than 9 officers in the grade of captain or above, of whom two- 
thirds shall be officers in the Medical Corps and one-third officers 
in the Nurse Corps, unless there are insufficient officers of the 
Nurse Corps available to serve, in which case officers in the Med- 
ical Corps in the grade of captain or above shall be appointed to 
complete the required membership; and 

(4) Boards to recommend officers in the Nurse Corps in the 
grades of lieutenant commander, lieutenant, and lieutenant 
(junior grade) for promotion to the next higher grade to consist 
of not less than 6 or more than 9 officers, of whom two-thirds 
shall be officers in the Medical Corps in the grade of captain or 
above and one-third officers in the Mares Corps in the grade of 
captain or commander. 

This section also amends section 5702 to provide that boards to 
recommend officers in the Nurse Corps for pee ge to the grade of 
captain or commander need not be convened unless there is a vacancy 
in the grade concerned or it is determined that a vacancy will occur 
during the next 12 months; and to eliminate that provision with 
regard to officers in the Medical Service Corps eligible for promotion 
to the grade of captain. 

Section 201 (6) amends section 5707 of title 10, United States Code, 
to permit selection boards to select for promotion to the grade of 
lieutenant commander those lieutenants in the Nurse Corps whom 
the board considers “‘fitted” for promotion. 

Section 201 (7) amends section 5708 of title 10, United States Code, 
to provide that the certificate of a selection board considering officers in 
the Nurse Corps in the grade of lieutenant for promotion shall indicate 
that the officers recommended were selected as “fitted” to assume the 
duties of the higher grade. 


Section 201 (8) amends section 5753 (b) of title 10, United States 


Code, to provide that officers in the Nurse Corps in the grade of 
lieutenant are eligible for consideration for selection for promotion 
to the next higher grade when they are in the promotion zone or are 
senior to the officers in the promotion zone for that grade. 

Section 201 (9) amends section 5762 of title 10, United States Code, 
(i) to provide for the application of the “line fraction’’ to the number of 
officers in the Medical Service Corps which may be recommended for 
promotion to the grade of captain; (ii) to provide that the number of 
officers in the Nurse Corps which may be selected for promotion to the 
grades of lieutenant commander and lieutenant is equal to the number 
of officers in the promotion zone for the grade concerned; and (iii) to 
provide that the number of officers in the Nurse Corps which may be 
selected for promotion to the grades of captain and commander is 
equal to the number of vacancies existing in the grade concerned, plus 
the number of additional vacancies estimated for the next 12 months, 
minus the number of officers in the next lower grade on the promotion 
list. 

Section 201 (10) amends section 5773 of title 10, United States 
Code, to provide that a commander or lieutenant commander in the 
Nurse Corps whose name is on a promotion list may be promoted to 
the next higher grade when a vacancy occurs for her in that grade. 

Section 201 (11) amends section 5775 of title 10, United States 
Code, to provide that an officer in the Medical Service Corps who is 
promoted to the grade of captain is entitled to the pay and allowances 
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of that grade from the date on which his line running mate in that 
grade became eligible for promotion to that grade; and to provide 
that an officer in the Nurse Corps promoted to the grade of captain 
is entitled to the pay and allowances of that grade front the date of 
the occurrence of the vacancy that she is promoted to fill or the date 
the President approved the report of the selection board which rec- 
ommended her, whichever is later. 

Section 201 (12) amends section 5776 of title 10, United States 
Code, to provide that an officer in the Nurse Corps in any grade 
subject to selection for promotion who is not selected is not con- 
sidered as having failed of selection for promotion. 

Section 201 (13) amends section 5782 of title 10, United States 

Code, to provide that no officer in the Nurse Corps may be perma- 
nently promoted to the grade of captain or commander unless there 
is a vacancy for her in that grade; and to permit officers in the Medical 
Service Corps to be permanently promoted to the grade of captain 
when their line running mates are permanently promoted to that 
rrade. 
F Section 201 (14) amends the analysis of chapter 573 of title 10, 
United States Code, to bring the captions of the sections of that 
chapter in consonance with the changes made by section 201 (15) 
and section 201 (16). 

Section 201 (15) amends section 6377 of title 10, United States 
Code, to provide that a captain in the Nurse Corps who is not recom- 
mended for continuation on the active list, and a commander in the 
Nurse Corps who is not on a promotion list and who is not recom- 
mended for continuation on the active list, shall be retired on June 30 
of the fiscal year in which she becomes 55 years of age or completes 
30 years of active service, whichever is earlier. 

Section 201 (16) amends section 6378 of title 10, United States 
Code, to include captains in the Medical Service Corps and captains 
and commanders in the Nurse Corps in the provision relating to 
eligibility for recommendation for continuation on the active list; and 
to provide that the number of such officers which may be recommended 
for continuation on the active list is the number which the Secretary 
of the Navy determines is necessary to meet the needs of the service. 

Section 201 (17) amends section 6379 of title 10, United States Code, 
to include officers in the Medical Service Corps in, and exclude officers 
in the Nurse Corps from, the provision which requires the retirement 
of commanders on June 30 of the fiscal year in which they twice fail 
of selection for promotion and complete 26 years of total commis- 
sioned service. 

Section 201 (18) amends section 6381 of title 10, United States Code, 
to provide that the retired pay of a captain or commander in the 
Nurse Corps who is retired under section 6377 may not be less than 
50 percent of the basic pay upon which her retired pay is based. 

Section 201 (19) amends section 6382 of title 10, United States Code, 
to exclude lieutenants (junior grade) in the Nurse Corps from the 
provision which requires the honorable discharge of lieutenants (junior 
grade) on June 30 of the fiscal year in which they fail the second time 
of selection for promotion to the next higher grade. 

Section 201 (20) amends section 6388 of title 10, United States Code, 
to make uniform for all officers in the Navy Nurse Corps the service 
which may be counted in determining their eligibility for involuntary 
retirement. 
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Section 201 (21) amends section 6395 of title 10, United States Code, 
to provide that the years of service on which the lump-sum payment 
is based which is paid to officers who are recommended for discharge 
for unsatisfactory service by a selection board, in the case of an officer 
in the Nurse Corps, is the service prescribed in section 6388. 

Section 201 (22) amends section 6396 of title 10, United States 
Code, to provide (i) that officers in the Nurse Corps serving in the 
grade of lieutenant commander shall be retired on June 30 of the fiscal 
year in which they become 55 years of age or complete 30 years of 
service, whichever is earlier; (ii) that officers in the Nurse Corps 
serving in grades below lieutenant commander shall be retired on 
June 30 of the fiscal year in which they become 50 years of age or 
complete 20 years of service, whichever is later; and (iii) that the 
retired pay of such officers shall not be less than 50 percent of the basic 
pay on which the retired pay is based. 

Section 201 (23) amends section 5140 (a) of title 10, United States 
Code to authorize the appointment of the Director of the Nurse Corps 
from among Nurse Corps officers holding permanent appointments in 
the grade of captain, commander, or lieutenant commander instead 
of from among officers holding appointments only in the grades of 
commander or lieutenant commander. 

Section 202 would permit, for 1 year after the effective date of this 
proposed legislation, the number, furnished a selection board con- 
sidering lieutenants in the Nurse Corps for promotion to lieutenant 
commander, to be sufficiently large to permit the selection of those 
qualified lieutenants senior to the promotion zone who were passed 
over for promotion because of the present limitation on the number 
of officers in the Nurse Corps which may serve in the grade of 
lieutenant commander. 

Section 203 would permit women officers appointed in the Medical 
Service Corps before the effective date of this act under the Womens’ 
Armed Services Integration Act of 1948 to apply, not later than 
January 30, 1958, to be reappointed in that corps under laws applicable 
to male officers of that corps. Women officers reappointed under 
this section would be reappointed in their permanent grades with 
dates of rank held at time of reappointment. They would be assigned 
male line officer running mates of appropriate precedence, All provi- 
sions of law applicable to male officers in the Medical Service Corps 
would be applicable to women officers so reappointed. This section 
also provides that women officers of the Medical Service Corps of the 
Naval Reserve appointed before the effective date of this act would 
be considered for all purposes to have been appointed under the laws 
applicable to male officers of the Naval Reserve of that corps. 


TITLE III—AIR FORCE 


Section 301 (1) restates section 8206 of title 10, United States 
Code, to provide that the authorized strength of the Air Force in 
Air Force nurses of the Regular Air Force shall be as prescribed by 
the Secretary of the Air Force within the authorized strength of the 
Regular Air Force in commissioned officers on the active list. 

In addition, it fixes the maximum number of Regular Air Force 
nurses on the active list who may serve in the Regular grades of colonel 
and lieutenant colonel at 5 and 107, respectively. 
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Section 301 (2) restates section 8207 of title 10, United States 
Code, to provide that the authorized strength of the Air Force in Air 
Force medical specialists of the Regular Air Force shall be as pre- 
scribed by the Secretary of the Air Force within the authorized strength 
of the Regular Air Force in commissioned officers on the active list. 

In addition, it fixes the maximum number of Regular Air Force 
medical specialists on the active list who may serve in the Regular 
grades of colonel and lieutenant colonel at 1 and 20, respectively. 

Section 301 (3) amends section 8212 of title 10, United States Code, 
by striking out the cross-reference to section 8304, since that section 
is repealed by title IV of this act. 

Section 301 (4) amends section 8285 of title 10, United States Code, 
to provide that, in addition to the other requirements stated in that 
section, a person must be a graduate of a hospital or university school 
of nursing and a registered nurse to be eligible for original appointment 
in the Regular Air Force with a view to designation as an Air Force 
nurse. 

Section 301 (5) amends section 8286 of title 10, United States Code 

(which relates to age limitations for appointment in the Regular Air 
Force), by striking « out the cross-reference to section 8291, since that 
section is re pealed | by title LV of this act. It also amends section 8286 
by making it inapplicable to persons appointed with a view to designa- 
tion as Regular Air Force nurses and medical specialists. 

Section 301 (6) amends section 8287 of title 10, United States Code, 
to provide a method of crediting persons appointed in the Regular Air 
Force, with a view to designation as an Air Force nurse or medical 
specialist, with their active commissioned service in the Armed Forces 
performed after December 6, 1941, after becoming 21 years of age, 
and before appointment, but not more than 14 years of that service. 
Credit under this clause is given for the purpose of determining grade, 
position on a promotion list, Regular grade seniority, and eligibility 
for promotion. It further provides that a person who is appointed in 
the Regular grade of first lieutenant with a view to designation as an 
Air Force nurse or medical specialist and who has not performed at 
least 3 years of active commissioned service after December 6, 1941, 
shall be credited with that amount of service. 

-- Section 301 (7) amends section 8288 of title 10, United States Code, 
in the following respects: 

(1) By exempting Air Force nurses and medical specialists 
from the general rules set forth in that section prescribing the 
regular grades in which persons are originally appointed, based 
on the amount of service credited to them. 

(2) By providing a separate formula for appointment of Air 
Force nurses and medical specialists in the Regular Air Force 
on the basis of service credited to them under section 8287 (b) of 
title 10, United States Code. Under this formula, persons who 
are credited with less than 3 years of service, who on the date of 
nomination have not passed their 27th birthday, and who are 
not qualified for appointment in the grade of ‘first lieutenant, 
would be appointed in the grade of second lieutenant. Persons 
who are credited with less than 7 years of service, who are qualified 
under regulations prescribed by the Secretary ‘of the Air Force, 
and who on the date of nomination have not passed their 30th 
birthday would be appointed in the grade of first lieutenant, 
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Persons who have not passed their 39th birthday, and who are 
credited with at least 7 years of service, would be appointed in the 
grade of captain. However, in the case of appointments in the 
grade of second and first lieutenant, the maximum ages so pro- 
vided would be increased by the amount of active service in the 
Armed Forces performed by the member concerned after Decem- 
ber 6, 1941, but in no event would it be increased by more than 5 
years. 

Section 301 (8) amends the last sentence of section 8297 (a) of title 
10, United States Code, to authorize selection boards convened for the 
consideration of Air Force nurses or medical specialists for promotion 
to any Regular grade to contain Air Force nurses or medical specialists 
in any temporary or Regular grade above major. 

Section 301 (9) adds a new sentence at the end of subsection (b) 
of section 8298, making that subsection inapplicable to Regular Air 
Force nurses and medical specialists to preclude promotion of those 
officers with less than 3 years of service to the Regular grade of first 
lieutenant. 

Section 301 (10) amends section 8299 of title 10, United States 
Code, (1) to preclude the promotion of Regular Air Force nurses and 
medical specialists to the Regular grades of captain and major before 
completion of 7 and 14 years of service, respectively, and (2) to 
provide that Air Force nurses and medical specialists may be promoted 
to the Regular grade of lieutenant colonel under the procedures pre- 
scribed in section 8305 of title 10, United States Code, to fill the vacan- 
cies in the numbers authorized for those grades by the Secretary of the 
Air Force. Whenever Air Force nurses or medical specialists are to 
be considered for promotion to the Regular grade of lieutenant 
colonel, the Secretary shall furnish to the selection board the name of 
each Air Force nurse and medical specialist, as the case may be, in 
the Regular grade of major who has completed at least 21 years of 
promotion service and, in addition, the names of all of those officers 
in that Recular grade whose names appear on the applicable promotion 
list above the name of any of those officers who has completed at least 
21 years of that service. In addition, he may furnish to that board 
the names of any other Air Force nurses or medical specialists in the 
Regular grade of major who have not completed 21 years of that 
service, in the order in which their names appear on the applicable 
promotion list. 

Section 301 (11) amends section 8300 of title 10, United States 
Code, to make that section (which relates to selection board procedures 
for promotion to the regular grade of captain, major, or lieutenant 
colonel) inapplicable to the promotion of Air Force nurses or medical 
specialists to the regular grade of lieutenant colonel. 

Section 301 (12) amends section 8301 of title 10, United States 
Code, to make that section (which related to promotion to the regular 
grade of captain, major, or lieutenant baton, of officers with special 


qualifications) inapplicable to the promotion of Air Force nurses or 
medical specialists to the regular grade of lieutenant colonel. 

Section 301 (13) amends section 8303 of title 10, United States 
Code, to make that section (which relates to the effect of failure of 
promotion to the regular grade of captain, major, or lieutenant colonel) 
inapplicable to Air Force nurses or medical specialists being considered 
for promotion to the regular grade of lieutenant colonel. 
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Section 301 (14) amends section 8305 of title 10, United States 
Code, to provide that Air Force nurses and medical specialists may 
be promoted to the regular grade of colonel only to fill vacancies in 
the number authorized for that grade by the Secretary. 

Section 301 (15) is a technical amendment to the analysis of chapter 
835 of title 10, United States Code, to strike out items repealed 8 
title IV of this act. 

Section 301 (16) amends section 8888 of title 10, United States Code, 
to provide a formula for computing the years of service, for the pur- 
poses of retirement because of age, of the Air Force nurses and medical 
specialists. This formula provides that in the case of an Air Force 
nurse or medical specialist, her service for those purposes will be the 
amount of service credited to her under the Army-Navy Nurses Act 
of 1947, or credited to her under section 8287 (b) of title 10, United 
States Code, at the time of her appointment, plus the amount of her 
active commissioned service in the Regular Air Force after her appoint- 
ment in the Regular Air Force. 

Section 301 (17) is a technical amendment to the analysis of chapter 
865 of title 10, United States Code, to strike out items repealed by 
title IV of this act. 

Section 301 (18) amends section 8915 of title 10, United States 
Code, to allow the retention, in the discretion of the Secretary of the 
Air Force, of any Air Force nurse or medical specialist in the regular 
grade of major until the 30th day after she completes 28 years of service 
computed under section 8927 (a) of title 10, United States Code. 

Section 301 (19) amends section 8916 of title 10, United States Code, 
to make that section (which relates to the retirement of Regular lieu- 
tenant colonels after 28 years of service) apply to Air Force nurses and 
medical specialists in that grade. 

Section 301 (20) amends section 8927 (a) of title 10, United States 
Code, to provide a formula for computing the years of service, for the 
purposes of retirement because of length of service, of Air Force nurses 
and medical specialists. This formula provides that in the case of an 
Air Force nurse or medical specialist, her service for those purposes 
will be the amount of service credited to her under the Army-Navy 
Nurses Act of 1947, or credited to her under section 8287 (b) of title 
10, United States Code, at the time of her appointment, plus the 
amount of her active commissioned service in the Regular Air Force 
after her appointment in the Regular Air Force. 

Section 301 (21) is a technical amendment to the analysis of chapter 
867 of title 10, United States Code, to strike out items repealed by 
title IV of this act and insert a new item added by section 301 (17) of 
this act. 

Section 301 (22) amends section 8991 of title 10, United States Code, 
by striking out the formula for computing the retired pay of an Air 
Force nurse or medical specialist under section 8881, 8882, or 8912 of 
title 10, United States Code. Those sections are repealed by title [IV 
of this act. 

Section 302 authorizes the convening of boards of officers to review 
the records and compute the service of Air Force nurses and medical 
specialists on the active list of the Regular Air Force on the date of 
enactment of this act. The recomputation would adjust the service 
credited to each such officer for the purposes of promotion, position 
on & promotion list, and seniority in regular grade to reflect the sery- 
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ice creditable hereafter, under section 8287 (b) of title 10, United States 
Code, for those purposes to persons appointed with a view to desig- 
nation in those categories. Officers whose credit is so readjusted 
would be given precedence for promotion purposes in accordance with 
their adjusted dates of rank. If made eligible for promotion because 
of the readjustment, the officer would be considered by the next 
selection board considering officers of her grade and category. If 
promoted upon the recommendation of that board, her date of regular 
grade and position on the applicable promotion list would be adjusted 
to reflect her service credit as adjusted under this section. 

Section 303 provides that any Air Force nurse or medical specialist 
who is promoted to a higher regular grade within 1 year after the 
effective date of this act, and whose retirement would otherwise be 
required under chapter 865 or 867 of title 10, United States Code, 
before that date which is 2 years after the date she is so promoted, 
will not be retired under those chapters until that date which is 2 
years after the date she is promoted. 

Sections 304 and 305 are a series of savings provisions, as follows: 

(1) This act does not affect the appointment of any Air Force nurse 
or medical specialist who is on the active list of the Regular Air Force 
on the effective date of this act. 

(2) This act does not affect the retired status or retired pay of 
any person who was retired under any law before the effective date 
of this act. 

(3) An Air Force nurse or medical specialist who is on a recom- 
mended list for promotion to a higher regular grade on the effective 
date of this act, may if nominated by the President and confirmed by 
the Senate, be promoted to that grade. 

(4) Any Air Force nurse or medical specialist who, on the effective 
date of this act, has been nominated by the President and confirmed 
by the Senate for promotion to a higher regular grade, may be pro- 
moted to that grade. 

TITLE IV 


Section 401 repeals certain provisions of law applicable to nurses 
and medical specialists in the Regular Army and Regular Air Force. 
RAMSEYER RULE 
CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, there is herewith printed in parallel columns the 
text of provisions of existing law which would be repealed or amended 
by the various provisions of the law. 


EXISTING LAW THE BILL 


(10 U. S. C. —) TITLE I—ARMY 


Sec. 3069. Army Nurse Corps: Src. 101 (1). Section 3069 is 
Chief; appointment. amended to read as follows: 
The Army Nurse Corps consists “‘§ 3069. Army Nurse Corps: 
of the Chief of that corps and Chief; appointment. 
officers in grades of second lieu- ‘The Army Nurse Corps con- 
tenant through lieutenant colonel. sists of the Chief of that corps and 
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The Secretary of the Army shall 
appoint the Chief from the officers 
of the Regular Army in that corps 
whose regular grade is above cap- 
tain and who are recommended by 
the Surgeon General. The Chief 
serves during the pleasure of the 
Secretary, but not for more than 
four years. She may not be reap- 
pointed. Without vacating her 
regular grade, she is entitled to the 
rank, pay, and allowances of a 
colonel while so serving. 


Sec. 3070. Women’s Medical Spe- 
cialist Corps: organization; 
Chief and assistant chiefs. 

(a) The Women’s Medical Spe- 
cialist Corps consists of the Chief 
and assistant chiefs of that corps, 
other officers in grades of second 
lieutenant to major, inclusive, and 
the following sections— 

(1) the Dietitian Section; 
(2) the Physical Therapist 

Section; and 

(3) the Occupational Thera- 
pist Section. 


(b) The Secretary of the Army 
shall appoint, from the officers of 
the Regular Army in the Women’s 
Medical Specialist Corps, the Chief 
and three assistant chiefs of that 
corps. The Chief and the assist- 
ant chiefs serve during the pleas- 
ure of the Secretary. Without 
vacating their respective regular 
grades, the Chief is entitled to the 
rank, pay, and allowances of a 
colonel, and each assistant chief 
is entitled to the rank, pay, and 
allowances of a lieutenant colonel 
while so serving. 
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officers in grades of second lieu- 
tenant through colonel. The Sec- 
retary of the Army shall appoint 
the Chief from the officers of the 
Regular Army in that Corps whose 
regular grade is above major and 
who are recommended by the 
Surgeon General. The Chief 
serves during the pleasure of the 
Secretary, but not for more than 
four years. She may not be 
reappointed. Without vacating 
her regular grade, she is entitled to 
the temporary grade and the pay 
and allowances of a colonel while 
so serving and ranks above all 
other colonels in that corps.” 

Sec. 101 (2). Section 3070 is 
amended to read as follows: 

“*$ 3070. Army Medical Specialist 
Corps: organization; Chief 
and assistant chiefs 

“(a) The Army Medical Spe- 
cialist Corps consists of the Chief 
and assistant chiefs of that corps, 
other officers in grades of second 
lieutenant through colonel, and 
the following sections— 

“(1) the Dietitian Section; 

“(2) the Physical Therapist 
Section; and 

“(3) the Occupational Thera- 
pist Section. 

“(b) The Secretary of the Army 
shall appoint the Chief of the Army 
Medical Specialist Corps from the 
officers of the Regular Army in 
that corps whose regular grade is 
above captain and who are recom- 
mended by the Surgeon General. 
The Chief serves during the pleas- 
ure of the Secretary, but not for 
more than four years. She may 
not be reappointed. Without va- 
cating her regular grade, she is 
entitled to the temporary grade 
and the pay and allowances of a 
colonel while so serving, and ranks 
above all other colonels in that 
corps. 

“(c) The Surgeon General shall 
appoint three assistant chiefs of 
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Sec. 3206. Regular Army: com- 
missioned officers on active 
list; Army Nurse Corps. 

(a) The authorized strength of 
the Army Nurse Corps in com- 
missioned officers on the active 
list of the Regular Army is 2,009, 
or 6/1,000 of the authorized 
strength prescribed by section 
3203 of this title, whichever is 
greater. 

(b) Of the authorized strength 
of the Army Nurse Corps in com- 
missioned officers on the active 
list of the Regular Army, not more 
than 7/1,000 may be in the regular 
grade of lieutenant colonel, and 
not more than 16/1,000 may be 
in the regular grade of major. 
The Secretary of the Army shall 
prescribe the authorized strength 
of the Army Nurse Corps in 
officers on the active list in the 
regular grade of captain. 

Sec. 3207. Regular Army: com- 
missioned officers on active 
list; Women’s Medical Spe- 
cialist Corps. 

(a) The authorized strength of 
the Women’s Medical Specialist 
Corps in commissioned officers on 
the active list of the Regular 
Army is 356, or 9/10,000 of the 


THE BILL 


the Army Medical Specialist Corps 

from the officers of the Regular 

Army in that corps whose regular 

grade is above captain. Each 

assistant chief is the chief of a 

section of that corps. She serves 

during the pleasure of the Surgeon 

General, but for not more than 

four years. She may not be re- 

appointed to the same position, 

Without vacating herregular grade, 

each assistant chief is entitled to 

the temporary grade and the pay 
and allowances of a lieutenant 
colonel while so serving and ranks 
above all other lieutenant colonels 
in her section.” 

Sec. 101 (4). Section 3206 is 
amended to read as follows: 

“§ 3206. Regular Army: commis- 
sioned officers on active list; 
Army Nurse Corps 

“(a) The authorized strength 
of the Army Nurse Corps in com- 
missioned officers on the active 


= 


list of the Regular Army is 2,500. 


“(b) Of the authorized strength 
of the Army Nurse Corps in com- 
missioned officers on the active 
list of the Regular Army, not 
more than 5 may be in the regular 
grade of colonel, and not more 
than 107 may be in the regular 
grade of lieutenant colonel.” 


Sec. 101 (5). Section 3207 is 
amended to read as follows: 

“§ 3207. Regular Army: commis- 
sioned officers on active list; 
Army Medical Specialist 
Corps. 

“(a) The authorized strength of 
the Army Medical Specialist Corps 
in commissioned officers on the 
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authorized strength prescribed by 

section 3203 of this title, which- 

ever is greater. 

(b) Of the authorized strength 
of the Women’s Medical Special- 
ist Corps in commissioned officers 
on the active list of the Regular 
Army, not more than 5 percent 
may be in the regular grade of 
major. The Secretary of the Ar- 
my shall prescribe the author- 
ized strength of the Women’s 
Medical Specialist Corps in officers 
on the active list in the regular 
grade of captain. 

Sec. 3288. Commissioned officers 
original appointment; Sar 
mination of grade. 

Except as provided in section 
3294 of this title, based upon the 
service credited under section 3287 
of this title, the commissioned 
grade in which a person is orig- 
inally appointed in the Regular 
Army is: 

(1) For persons with less than 
three years of service—second 
lieutenant. 

(2) For persons with at least 
three but less than seven, years of 
service—first lieutenant. 

(3) For persons with at least 
seven years of service—captain. 
Sec. 3291. Commissioned officers; 

Army Nurse Corps and Wo- 

men’s Medical Specialist 

Corps: original appointment; 

additional qualifications, 

grade. 

(a) An original appointment in 
the Regular Army in the Army 
Nurse Corps or the Women’s 
Medical Specialist Corps may be 
made in the grade of— 

(1) second lieutenant, from 
women who on the date of 
nomination have not already 
— their twenty-sevent 
virthday, and who are not quali- 
fied for appointment in the 
grade of first lieutenant under 
clause (2); and 
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active list of the Regular Army is 
350. 

“(b) Of the _—— stre: - 
of the Army Medical Speci 
Corps in commissioned aowen on 
the active list of the Regular Ar- 
my, not more than 1 may be in 
the regular grade of colonel, and 
not more than 20 may be in the 
— grade of lieutenant colo- 
nel.” 


Sec. 3288 is amended by insert- 
ing the words “section 3291 and” 
after the words ‘‘Except as provid- 
ed in’, 


Sec. 101 (8). Section 3291 is 
amended to read as follows: 
‘$3291. Commissioned officers: 

Army Nurse Corps and Army 

Medical Specialist Corps: 

original appointment; addi- 

tional qualifications, grade 
“(a) An original appointment in 
the Regular Army in the Army 
Nurse Corps or the Army Medical 
Specialist Corps may be made in 
the grade of— 

“‘(1) second lieutenant, from 
women who have performed less 
than three years of service 
creditable for promotion under 
subsection (c), who on the date 
of nomination have not passed 
their twenty-seventh bithday, 
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(2) first: lieutenant, from wo- 
men who on the date of nomi- 
nation have not already passed 
their thirtieth birthday. The 
maximum ages specified in this 
subsection are increased by the 
period of active commissioned 
service in the armed forces after 
December 31, 1947, but not by 
more than five years. 

(b) To be eligible for appoint- 
ment in the Army Nurse Corps 
under this section a woman must 
be a graduate of a hospital or uni- 
versity training school and a 
registered nurse. 

*“‘(d) In determining position on 
a promotion list, seniority in her 
grade in the Regular Army * * * 
and eligibility for promotion, a 
person originally appointed as a 
commissioned officer under sub- 
section (c), shall be credited, at 
the time of her appointment, with 
the active Federal commissioned 
service, after December 31, 1947, 
which she performed after becom- 
ing twenty-one years of age and 
before her appointment. How- 
ever, not more than five years of 
service may be so credited. A 
person originally appointed as a 
first lieutenant who has not per- 
formed at least three years of such 
active Federal commissioned serv- 
ice after December 31, 1947, shall, 
for the same purposes, be credited 
with that amount of service. 
Service credited pursuant to this 
subsection shall be in lieu of and 
not in addition to service credited 
under section 105 of this Act.” 
[Army-Navy Nurses Act of 1947] 
(act of 4 Aug 1955, 69 Stat. 494). 
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and who are not qualified for 

appointment in the grade of 

first lieutenant under clause (2); 

(2) first lieutenant, from 
women who have performed less 
than seven years of service 
creditable for promotion under 
subsection (c), and who on the 
date of nomination have not 
passed their thirtieth birthday; 
and 

“(3) captain, from women 
who have performed at least 
seven years of service creditable 
for promotion under subsection 

(c), and who on the date of 

nomination have not passed 

their thirty-ninth birthday. 

The maximum ages specified in 
clauses (1) and (2) of this sub- 
section are increased by the period 
of active commissioned service in 
the armed forces after December 
7, 1941 but not by more than 
five years. 

“(b) To be eligible for appoint- 
ment in the Army Nurse Corps 
under this section, a woman must 
be a graduate of a hospital or uni- 
versity school of nursing and a 
registered nurse. 

“(c) For the purpose of deter- 
mining years of service creditable 
for promotion, a person appointed 
under subsection (a) shall be 
credited at the time of her ap- 
pointment with all active com- 
missioned service in the armed 
forces that she performed after 
becoming 21 years of age and 
before her appointment. How- 
ever, not more than fourteen 
years of service may be so credited. 
A person appointed as a commis- 
sioned officer under subsection 
(a) (2). who has not performed at 
least three years of active com- 
missioned service in the armed 
forces after December 7, 1941, 


shall, for the same purposes, be 
credited with that amount of 
service.” 
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Src. 3296. Promotion lists: pro- 
motion-list officer defined; 
determination of place upon 
transfer or promotion. 

(a) The names of all commis- 
sioned officers in grades below 
brigadier general on the active list 
of the Regular Army, except those 
of the Army Nurse Corps and the 
Women’s Medical Specialist 
Corps, those in special categories 
otherwise excluded under law, and 
professors of the United States 
Military Academy, shall be carried 
on promotion lists in descending 
order of grade and rank in the 


Regular Army. These officers 
may be called “promotion-list 
officers’’. 


(b) A separate promotion list 
shall be maintained for commis- 
sioned officers of the Regular 
Army in each of the following: 

(1) The Chaplains. 


(2) The Women’s Army 
Corps. 
(3) Each of the _ several 


branches of the Army Medical 

Service, except the Army Nurse 

Corps and the Women’s Med- 

ical Specialist Corps. 

(c) The names of all promotion- 
list officers not on a list main- 
tained under subsection (b) shall 
be carried on the Army promotion 
list. 

(d) If a promotion-list officer is 
transferred from one branch to 
another whose oificers are carried 
on a different promotion list, his 
name shall be placed upon the 
promotion list to which he is 
transferred among the officers of 
his grade in accordance with 
seniority as determined under sec- 
tion 3574 (b) of this title. 

(e) Unless specifically provided 
otherwise, upon the promotion of 
& promotion-list officer, his name 
shall be placed at the foot of the 
list of officers of his grade. 
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Sec. 101 (10). Section 3296 is 
amended— 

(A) by striking out the words 
“those of the Army Nurse 
Corps and the Women’s Med- 
ical Specialist Corps,” in the 
first sentence of subsection (a); 
and 

(B) by striking out the words 
, except the Army Nurse 
Corps and the Women’s Med- 
ical Specialist Corps” in sub- 
section (b) (8). 


i 
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Sec. 3297. Selection boards. 


(a) Under such regulations as 
he may prescribe, the Secretary of 
the Army shall detail selection 
boards, to meet at times prescribed 
by him, to recommend promotion- 
list officers and brigadier generals 
of the Regular Army for promotion 
in the Regular Army. Each board 
shall be composed of at least five 
officers of the Regular Army who 
hold a regular or temporary grade 
above lieutenant colonel, and who 
are senior in regular grade to, and 
who outrank, any officer consid- 
ered by that board. However, a 
selection board considering pro- 
motion-list officers of the Women’s 
Army Corps under section 3300 (a) 
or (b) of this title may include 
officers of the Regular Army in 
that corps whose regular or tempo- 
rary grades are above major. 

Sec. 3298. Commissioned officers: 
promotion to first lieutenant; 
effect of failure of promotion. 

(b) Vacancies in the grade of 
first lieutenant on a promotion 
list may be filled by promoting 
second lieutenants on that list 
with less than three years of 
service, in order of seniority, under 
regulations prescribed by the Sec- 
retary of the Army. 

Sec. 3299. Commissioned officers: 
promotion to captain, major, 
or lieutenant colonel. 

(a) Promotion-list officers shall 
be promoted to the regular grades 
of captain, major, and, except as 
provided in subsection (f), lieu- 
tenant colonel, under subsections 
(b) and (c), or eliminated from the 
active list under section 3303 of 
this title. 

(b) Without regard to vacan- 
cies, each promotion-list officer 
whose regular grade is first lieu- 
tenant, captain, or major shall be 
considered by a selection board for 
promotion to the next higher regu- 
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Src. 101 (11). Section 3297 (a) 
is amended— 

(A) by striking the period at 
the end of the last sentence; and 

(B) by adding at the end 
thereof the following new 
phrase: “, and a selection board 
considering promotion-list offi- 
cers of the Army Nurse Corps or 
the Army Medical Specialist 
Corps may include promotion- 
list officers who are in the same 
corps as the officers being con- 
sidered by that board and whose 
regular or temporary grades are 
above major.” 


Sec. 101(12). 
amended— 

(A) by striking out the word 
“Vacancies” and inserting the 
word “‘vacancies” in place there- 
of; and 

(B) by inserting at the begin- 
ning of that sentence the words 
“Except for officers of the Army 
Nurse Corps and the Army 
Medical Specialist Corps,”’ 
Sec. 101 (13). Section 3299 is 
amended— 

(A) by striking out the words 

“subsection (f)’’ in subsection 
(a) and inserting the words 
“subsections (f) i 
place thereof; 

(B) by adding at the end of 
subsection (c): “No officer of 
the Army Nurse Corps or of the 
Army Medical Specialist Corps 
may be promoted under this 
subsection.”’; and 

(C) by redesignating subsec- 
tion (g) as subsection (h) and 
inserting the following new sub- 
section after subsection (f): 


Section 3298 (b) 


— 
Dn 


and (g)” in 
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lar grade, far enough in advance “(g) Promotion-list officers of 
of the date on which he will com- the Army Nurse Corps and Army 
plete 7, 14, or 21 years of service Medical Specialist Corps may be 
with which he is entitled to be promoted to the regular grade of 
credited for promotion, as the case ieutenant colonel in accordance 
may be, that, if recommended, he with section 3304 of this title.” 
may be promoted on the date on 
which he will complete that 
service. 
(c) Having in view the number 
of actual and anticipated vacan- 
cies on a promotion list in the 
regular grade of captain, major, or 
lieutenant colonel, the Secretary 
of the Army may direct a selection 
board to consider and recommend 
officers on that list for promotion 
to the next higher regular grade 
without regard to length of service. 
However, no officer may be con- 
sidered for promotion under this 
section more than two years before 
the date on which it is anticipated 
that he will be promoted if recom- 
mended, and unless the same 
board considers all officers above 
him on that list who are not on a 
recommended list. 
(d) The names of promotion-list 
officers recommended for promo- 
tion under this section shall be 
carried on permanent recom- 
mended lists of their grade and 
promotion list in the same order 
among themselves as on the ap- 
plicable promotion list, and they 
shall be promoted in that order. 
A promotion may be made when- 
ever there is a vacancy; but it is 
not mandatory that the author- 
ized numbers be maintained in 
any grade on any promotion list. 
(e) Whenever an officer is pro- 
moted under subsection (b), all 
officers in the same grade and on 
the same promotion list whose 
names are on the recommended 
list above that of the officer who 
must be promoted because of 
length of service shall be pro- 
moted at the same time and shall 
retain among themselves their 
existing seniority. 
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(f) Promotion-list officers of the 
Women’s Army Corps may be 
romoted to the regular grade of 
Soadiment colonel only to fill 
vacancies in that grade and on 
that promotion list, and only 
when recommended by a selection 
board under regulations to be 
prescribed by the Secretary. 

(g) A promotion-list officer who 
has been twice considered and not 
recommended for promotion to 
any one regular grade may not 
again be considered for promotion 
under this section. 

Sec. 3304. Commissioned officers; 
Army Nurse Corps and 
Women’s Medical Specialist 
Corps: promotion to first lieu- 
tenant, captain, major, or 
lieutenant colonel. 

(a) Commissioned officers of the 
Regular Army in the Army Nurse 
Corps and the Women’s Medical 
Specialist Corps shall be promoted 
to the regular grade of first lieu- 
tenant upon completing the serv- 
ice prescribed for promotion of 
promotion-list officers to that 
grade. 

(b) Commissioned officers of the 
Regular Army in the Army Nurse 
Corps and the Women’s Medical 
Specialist Corps shall be promoted 
to the regular grade of captain or 
eliminated from the active list in 
the manner prescribed for promo- 
tion-list officers in sections 3299, 
3300, and 3303 of this title. 

(c) Under regulations to be pre- 
scribed by the Secretary of the 
Army, commissioned officers of the 
Regular Army in the Army Nurse 
Corps and the Women’s Medical 
Specialist Corps shall be promoted 
to the regular grade of major, by 
selection, to fill vacancies in that 
grade. 

(d) Under regulations to be pre- 
scribed by the Secretary, commis- 
sioned officers of the Regular 


Army in the Army Nurse Corps 
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Sec. 101 (14). Section 3304 is 
amended to read as follows: 

‘“‘$ 3304. Commissioned officers; 
Army Nurse Corps and Army 
Medical Specialist Corps; pro- 
motion to lieutenant colonel 
or colonel 

*‘(a) Having in view the number 
of actual and anticipated vacan- 
cies in the promotion lists of the 

Army Nurse Corps or the Army 

Medical Specialist Corps in the 

regular grade of lieutenant colonel 

and the number of officers desired 
in that grade on the applicable 
promotion list, the Secretary of 
the Army shall furnish to selection 
boards lists of all promotion-list 
officers in the regular grade of 
major who have completed at least 
21 years of service with which she 
is entitled to be credited for pro- 
motion and all promotion-list offi- 
cers in that grade whose names 
appear on that promotion list 
above the name of any officer who 
has completed that service, in the 
order in which their names appear 
on that promotion list. The Sec- 
retary may also furnish to the 
boards the names of promotion- 
list officers in the regular grade of 
major who have not completed 

21 years of service creditable for 

promotion, in the order in which 

their names appear on that pro- 
motion list. He shall direct the 
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shall be promoted to the regular boards to recommend for promo- 
grade of lieutenant colonel, by tion to the grade of lieutenant 
selection, to fill"vacancies in that colonel a number prescribed by 


grade. 





him, but not in excess of the num- 
ber of promotions anticipated to 
be made to that grade within the 
next two years. The Secretary 
may not furnish the name of any 
officer to a board unless he fur- 
nishes to it the names of all officers 
above that officer on that promo- 
tion list who are not on a recom- 
mended list for promotion to that 
regular grade. The board shall 
recommend the prescribed number 
of those officers whom it considers 
to be the best qualified. 

“(b) Having in view the num- 
ber of actual and anticipated va- 
cancies in the applicable promo- 
tion list in the regular grade of 
colonel and the number of officers 
desired in that grade on that pro- 
motion list, the Secretary of the 
Army shall furnish to selection 
boards lists of all promotion-list 
officers in the regular grade of 
lieutenant colonel (except those 
officers who would not be eligible 
for nomination by reason of sub- 
section (d)) in the order in which 
their names appear on that pro- 
motion list. He shail direct the 
boards to recommend for promo- 
tion to the grade of colonel a 
number prescribed by him but not 
in excess of the number of promo- 
tions ancitipated to be made to 
that grade within the next two 
years. The list furnished may 
not contain the name of any officer 
who is on a recommended list for 

romotion to that regular grade. 
he board shall recommend the 
prescribed number of those offi- 
cers whom it considers to be best 
qualified. 

‘““(e) The names of officers rec- 
ommended for promotion to the 
regular grade of lieutenant colonel 
or colonel shall be entered at the 
foot of, and carried on, the appro- 
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Sec. 3305. Commissioned officers: 
promotion to colonel. 

(a) Having in view the number 
of actual and anticipated vacan- 
cies in any promotion list in the 
regular grade of colonel and the 
number of officers desired in that 
grade on that promotion list, the 
Secretary of the Army shall fur- 
nish to selection boards lists of 
officers in the regular grade of 
lieutenant colonel, in order of 
seniority in regular grade, to be 
considered by those boards. The 
Secretary may not furnish the 
name of any officer to the board 
unless he furnishes to it the names 
of all officers above that officer on 
that promotion list who are not on 
a recommended list. He shall 
direct the boards to recommend a 
number prescribed by him for pro- 
motion to the grade of colonel. 
The list furnished may not con- 
tain the name of any officer who 
is on a recommended list for pro- 
motion to that grade. The board 
shall recommend the prescribed 
number of those officers whom it 
considers to be the best qualified. 

(b) Whenever the Secretary 


considers that the number of offi- 
rers in the regular grade of colonel 
in any of the branches on the 
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priate permanent recommended 
list for promotion to those grades 
in the same order among them- 
selves as on the applicable pro- 
motion list. Officers shall be pro- 
moted in that order when there is 

a vacancy in those grades for that 

list. A vacancy in those grades 

may be filled at any time. It is 
not mandatory that the author- 
ized number be maintained in the 
regular grades of lieutenant colo- 
nel or colonel on a promotion list. 

“(d) An officer must complete 
at least one year of service in the 
regular grade of lieutenant colo- 
nel before being nominated for 
promotion to the regular grade of 
colonel.”’ 

Sec. 101(16). 
amended: 

(A) by amending the catchline 
to read as follows: 

‘$3305. Commissioned officers 
other than officers in Army 
Nurse Corps and Army Medi- 
cal Specialist Corps: promo- 
tion to colonel’; and 

(B) by inserting the following 
new sentence at the end of sub- 
section (a): ‘No officer of the 

Army Nurse Corps or Army Med- 

ical Specialist Corps may be pro- 

moted under this section.’ 


Section 3305 is 
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Army promotion list is or may 
become seriously unbalanced, he 
may direct that, of the officers 
recommended, prescribed num- 
bers be recommended for service 
in specified branches. 

(c) The names of officers rec- 
ommended for promotion to the 
regular grade of colonel shall be 
entered at the foot of, and carried 
on, the appropriate permanent 
recommended list for promotion 
to that grade in the same order 
among themselves as on the ap- 
plicable promotion list. Officers 
shall be promoted in that order 
when there is a vacancy in that 
grade for that list. A vacancy in 
that grade may be filled at any 
time. It is not mandatory that 
the authorized numbers be main- 
tained in the grade of colonel on 
any promotion list. 

(d) The ratio of the number of 
officers on any promotion list who 
are named for consideration for 
promotion to the regular grade of 
colonel, to the number directed 
to be recommended, may be 
prescribed by the Secretary. 

(e) No officer may be consid- 
ered for promotion to the regular 
grade of colonel more than two 
years before the date on which it 
is anticipated that he will be 
promoted if recommended. 

(f) An officer must complete at 
least one year of service in the 
regular grade of lieutenant colonel 
before being nominated for pro- 
motion to the regular grade of 
colonel. 

Sec. 3888. Computation of years 
of service; mandatory retirement; 
regular commissioned officers. 

For the purpose of computing 
the retired pay of a commissioned 
officer of the Regular Army retired 
under section 3883, 3884, 3885, or 
3886 of this title, his years of 
service are the greater of— 
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Sec. 101 (18). 
is amended— 

(A) by striking out the word 
“or” appearing ane the — 
“clause (A), (B), (D),” 
clause (2) of that io rin 

(B) by inserting the words “or 
(F),” after “(E),” in clause (2); 
and 


Section 3888 
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(2) his years of service com- 
puted under clause (A), (B), 
(C), (D), or (E), whichever 
applies: 

(A) For an officer appointed 
in the Regular Army before 
January 1, 1948, under the 
Act of December 28, 1945, ch. 
601 (59 Stat. 663), the service 
credited to him under that 
act at the time of his appoint- 
ment, plus his years of active 
commissioned service in the 
Regular Army after that ap- 
pointment. 

(B) For an officer appointed 
in the Women’s Army Corps, 
Regular Army, under section 
108 of the Women’s Armed 
Services Integration Act of 
1948 (62 Stat. 361), the serv- 
ice credited to her under that 
section at the time of her 
appointment, plus her years 
of active commissioned serv- 
ice in the Regular Army after 
that appointment. 

(C) For a reserve judge 
advocate appointed in the 
Regular Army in the grade of 
captain in the Judge Advocate 
General’s Department under 
section 24e of the National 
Defense Act as amended (53 
Stat. 558)— 

(i) his years of active 
commissioned service in the 
Army after becoming 21 
years of age, after Decem- 
ber 7, 1941, and before the 
date of that appointment; 
or 

(ii) the number of days, 
months, and years by which 
his age at the time of that 
appointment ‘exceeded 25 
years; 
whichever is greater, plus 
his years of active com- 
missioned service in the 
Regular Army after that 
appointment. 
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(C) by inserting the following 
new clause after clause 2 (E): 


“(F) For a commissioned 


officer appointed in the Army 
Nurse Corps or Army Medical 
Specialist Corps, the sum of— 


“(i) her years of active 
commissioned service in the 
Regular Army after that ap- 
pointment; and 

“(ii) the service credited 
under section 3291 (c) of this 
title.” 
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(D) For an _ officer ap- 
pointed in the Regular Army 
before December 31, 1947, 
other than an officer covered 
by clause (A) or (C), the sum 
of— 

(i) his years of active 
commissioned service in the 
Regular Army after that 
appointment; and 

(ii) his years of active 
commissioned service in the 
Army after becoming 21 
years of age and after De- 
cember 7, 1941, under any 
earlier appointment. 

(E) For an officer ap- 
pointed in the Regular Army 
after December 31, 1947, 
other than an officer covered 
by clause (B), the sum— 

(i) his years of active 
commissioned service in the 
Regular Army after that 
appointment; and 

(ii) his years of active 
commissioned service in the 
Army after becoming 21 
years of age and after De- 
cember 21, 1947, under an 
earlier appointment. 

Sec. 3915. Twenty-five years: reg- 
ular majors; Women’s Army 
Corps. 

Unless retired or separated at an 
earlier date, each officer of the 
Women’s Army Corps whose regu- 
lar grade is major shall be retired, 
except as provided by section 47a 
of title 5, on the thritieth day after 
she completes 25 years of service 
computed under section 3927 (a) 
of this title. 
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Sec. 101 (19). Section 3915 is 
amended to read as follows: 

“§$ 3915. Twenty-five years: reg- 
ular majors; Women’s Army 
Corps, Army Nurse Corps and 
Army Medical Specialist Corps 

“‘(a) Unless retired or separated 
at an earlier date, each officer of 
the Women’s Army Corps whose 
regular grade is major shall be 
retired, except as provided by sec- 
tion 47a of title 5, on the thirtieth 
day after she completes 25 years 
of service computed under section 
3927 (a) of this title. 

“‘(b) Unless retired or separated 
at an earlier date, each officer of 
the Army Nurse Corps and the 
Army Medical Specialist Corps 
whose regular grade is major shall 
be retired, except as provided by 


ee 
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Sec. 3916. Twenty-eight years: 
promotion-list lieutenant colonels. 

(a) Unless retired or separated 
at an earlier date, each promotion- 
list officer in the regular grade of 
lieutenant colonel shall be retired, 
except as provided by section 47a 
of title 5, on the thirtieth day after 
he completes 28 years of service 
computed under section 3927 (a) 
of this title. However, if his 
name is carried on the list of 
officers recommended for appoint- 
ment to the regular grade of 
colonel, he shall be retained on the 
active list while his name is so 
carried. 

(6) The Secretary of the Army 
may defer the retirement under 
this section of— 

(1) any promotion-list officer 
in the regular grade of lieutenant 
colonel in the Medical Corps, 
Dental Corps, Veterinary Corps, 
Medical Service Corps, or the 
Chaplains, but not later than 
the date on which he becomes 
60 years of age; 

(2) any officer in the grade 
of lieutenant colonel in the 
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section 47a of title 5, on the 
thritieth day after she completes 
25 years of service computed under 
section 3927 (a) of this title. 
However, if her name is carried on 
a list of officers recommended for 
appointment to the regular grade 
of lieutenant colonel, she shall be 
retained on the active list while 
her name is so carried. In addi- 
tion, if the authorized strength of 
the corps concerned in officers on 
the active list is not exceeded, the 
Secretary of the Army may retain 
her on the active list until she 
completes 28 years of service com- 
puted under section 3927 (a) of 
this title, in which case she shall 
be retired, except as provided by 
section 47a of title 5, on the 
thirtieth day after she completes 
that service.” 

Sec. 101 (21). Section 3916 (b) 
(2) is amended by inserting the 
words “Army Nurse Corps, or 
Army Medical Specialist Corps,”’ 
after the words ‘‘Women’s Army 
Corps,”’. 
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Women’s Army Corps, Regular 

Army, until the thirtieth day 

after she completes 30 years of 

service computed under section 

3927 (a) of this title; and 

(3) any officer while serving 
as Director of the Women’s 
Army Corps. 

Sec. 3927. Computation of years 
of service: mandatory retire- 
ment; regular commissioned 
officers. 

(a) For the purpose of deter- 
mining whether a regular com- 
missioned officer may be retired 
under section 3913, 3915, 3916, 
3919, 3921, 3922, or 3923 of this 
title, his years of service are: 

(1) For a commissioned officer 
appointed in the Regular Army 
before January 1, 1948, under 
the Act of December 28, 1945, 
ch. 601 (59 Stat. 663), the serv- 
ice credited to him under that 
act at the time of his appoint- 
ment, plus his years of active 
commissioned service in the 
Regular Army after that ap- 
pointment. 

(2) For a commissioned offi- 
cer appointed in the Women’s 
Army Corps, Regular Army, 
under section 108 of the Wom- 
en’s Armed Services Integration 
Act of 1948 (62 Stat. 361), the 
service credited to her under 
that section at the time of her 
appointment, plus her years of 
active commissioned service in 
the Regular Army after that 
appointment. 

(3) For a reserve judge advo- 
cate appointed in the regular 
grade of captain in the Judge 
Advocate General’s Department 
under section 24e of the Na- 
tional Defense Act, as amended 
(53 Stat. 558)— 

(A) his years of active com- 
missioned service in the Army 
after becoming 21 years of 
age, after December 7, 1941, 
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Sec. 101 (22). Section 3927 is 
amended— 

(A) by inserting the following 
new clause immediately after 
clause (5) in subsection (a): 

“(6) For a commissioned officer 
appointed in the Army Nurse 
Corps or the Army Medical Spe- 
cialist Corps, the sum of— 

““(A) her years of active com- 
missioned service in the Regu- 
lar Army after that appoint- 
ment; and 

“(B) the service credited un- 
der section 3291 (c) of this 
title.”’; 

(B) by striking out the word 
“or” in subsection (b) (2); and 

(C) by inserting the words, “‘or 
(6)” after the number “(5)” in 
subsection (b) (2). 
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and before the date of that 
appointment; or 

(B) the number of days, 
months, and years by which 
his age at the time of that 

appointment exceeded 25 

vears; 

whichever is greater, plus his 

years of active commissioned 

service in the Regular Army 
after that appointment. 

(4) For a commissioned officer 
appointed in the Regular Army 
before December 31, 1947, other- 
than an officer covered by clause 
(1) or (3), the sum of 

(A) his years of active com- 
missioned service in the Regular 
Army after that appointment; 
and 

(B) his years of active com- 
missioned service in the Army 
after becoming 21 vears of age 
and after December 7, 1941, 
under any earlier appointment. 
(5) For a commissioned officer 

appointed in the Regular Army 
after December 31, 1947, other 
than an officer covered by clause 
(2), the sum of 

(A) his years of active com- 
missioned service in the Regular 
Army after that appointment; 
and 

(B) his vears of active com- 
missioned service in the Army 
after becoming 21 years of age 
and after December 31, 1947, 
under any earlier appointment. 
(b) For the purpose of com- 

puting the retired pay of a com- 
missioned officer of the Regular 
Army retired under section 3913, 
3915, 3916; 3919, 3921, 3922, or 
3923 of this title, his years of 
service are the greater of— 

(1) the years of service 
credited to him in computing 
his basic pay; or 

(2) his vears of service com- 
puted under clause (1), (2), (3), 
(4), or (5) of subsection (a), 
whichever is applicable. 





THE BILL 
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Sec. 3991. Computation of re- 
tired pay. 

The monthly retired pay of a 
person entitled thereto under this 
subtitle is computed according to 
the following table. For each 
case covered by a section of this 
title named in the column headed 
“For sections’, retired pay is 
computed by taking, in order, the 
steps prescribed opposite it in 
columns 1, 2, 3, and 4, as modified 
by the applicable footnotes. 
However, if a person would other- 
wise be entitled to retired pay 
computed under more than one 
pay formula of this table or the 
table in section 1401 of this title, 
he is entitled to be paid under the 
applicable formula that is most 
favorable to him. Section refer- 
ences below are to sections of this 


title. 


For- | For | 


mula}| sec- 


| 
Column 1 


Column 2 





| tions | Take Multiply by 
A | 3881 | Monthly basic 24% of years ol 
| 3882 | pay to which service credit- 
member would ed to her under 


} 3912 
| 


w| 


be entitled ifshe | 
were on active 

duty in her 

retired grade. 





section 3887 or 
3928, which- 
ever is appli- 
cable. 














3883 | Monthly basic 244% of years of 
3884 pay to which service credit- 
| 3885 member would | ed to him 
| 3886 be entitled if he under section 
| 3913 | were on active 3888 or 3927 
3915 | duty in his re- (b), which- 
| 3916 | tired grade. ever is appli- 
| 3919 | cable. 
| 3921 | 
3922 | 
3923 | 
oC 3911 | Monthly basic | 24%% of years of 
| 3918 pay of mem- service credit- 
3920 ber’s retired ed to him in 
3924 | grade. determining 
| basic pay. 
D | 3914 | Monthly basic 214% of years of 


' 

7 | Monthly basic 
| pay of member’s 
| retired grade. 
' 


| pay to which 


member was 
entitled on date 
when he appiied 
for retirement. 





service credit- 
ed to him 
under section 
3925. 





| 244% of years of 


service credit- 
ed to him 
under section 
3925. 
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Sec. 101 (23). Section 3991 is 
amended: 


(A) by striking out formula 
“A” of the table therein; and 

(B) by redesignating formulas 
(‘B” “rr “—y" and “E” as 
formulas “A”, “B”, “C”, and 
“T)”’, respectively. 
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For- | For Column 3 Column 4 
mula| sec- 
tions Add Subtract 
Ot, I ram cali | Excess over 75% 
3882 of pay upon 
3912 which compu- 
tation is based. 
B 3883 | Amount necessary | Excess over 75% 
3884 to increase prod- of pay upon 
3885 uct of columns 1 which compu- 
3886 and 2 to 50% of tation is based. 
3913 pay upon which 
3915 computation is 
3916 based. 
3919 
3921 
3922 
3923 
eet | ee eee | Excess over 75% 
3918 of pay upon 
| 3920 | which compu- 
| 3924 tation is based, 
D | 3914 | 10% of product of | Excess over 75% 
| columnsland2| of pay upon 
forextraordinary| which compu- 
heroism in line of tation is based, 
duty. 
E oe SE See Excess over 75% 
of pay upon 
which compu- 





| tation is based. 
' i 


Title 10, United States Code 


§5444. Navy: staff corps officers 
on active duty. 

(b) The number of officers serv- 
ing on active duty in the grade of 
captain in the Medical Service 
Corps may not exceed 2 percent 
of the number of officers serving 
on active duty in that corps, and 
the number of officers serving on 
active duty in the grades of com- 
mander and lieutenant commander 
in the Nurse Corps may not ex- 
ceed, respectively, 1 75/100 per- 
cent and 7 75/100 percent of the 
number of officers serving on 
active duty in that corps. 

(c) The Secretary of the Navy, 
whenever the needs of the service 
require but at least once annually, 
shall compute— 

(1) the number of rear ad- 
mirals authorized under this 
section for each corps; 


THE BILL 


TITLE II—NAVY 


Sec. 201. Subtitle C of title 10, 
United States Code, is amended 
as follows: 

(1) Section 5444 (b) is amended 
to read as follows: 

“(b) The number of officers 
serving on active duty in the 
grades of captain and commander 
in the Nurse Corps may not 
exceed, respectively, 2/10 of 1 
percent and 5 percent of the 
number of officers serving on 
active duty in that corps.’’; 


‘ (2) Section 5444 (c) is amended 
oo 


(A) adding the word “and” 
after the semicolon in clause 
(1), and striking out clauses 
(2) and (3) an 
place 
clause: 


inserting i 


thereof the following 
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(2) the number of captains 
authorized under this section 
for the Medical Service Corps; 
and 
(3) the number of com- 
manders and lieutenant com- 
manders authorized under this 
section for the Nurse Corps. 
The numbers so computed are the 
numbers of officers serving on 
active duty prescribed for the 

ades and corps. concerned. 

owever, if the Secretary deter- 
mines at the time of making any 
computation under this section 
that the number of officers re- 
quired to meet the needs of the 
service in the grade of rear 
admiral in any of these corps, in 
the grade of captain in the Medi- 
cal Service Corps, or in the grade 
of commander or lieutenant com- 
mander in the Nurse Corps is less 
than the prescribed number as 
computed, the lesser number be- 
comes the prescribed number for 
the grade in the corps concerned. 
A reduction in the prescribed 
number for the grade of com- 
mander in the Nurse Corps may 
be applied as an increase in the 
prescribed number for the grade 
of lieutenant commander in that 
corps. 

(e) The prescribed numbers of 
officers computed or determined 
under this section may not be 
varied between computations. 
However, the prescribed number 
of officers for the grade of lieu- 
tenant commander in the Nurse 
Corps is temporarily increased 
during the period between one 
computation and the next suc- 
ceeding computation by the num- 
ber of officers of that grade for 
whom vacancies exist in the grade 
of commander but whose promo- 
tion to the grade of commander. 
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“(2) the number of captains 
and commanders authorized 
under this section for the Nurse 
Corps.”’; 


(B) striking out in the third 
sentence the words “in the grade 
of captain in the Medical Service 
Corps, or in the grade of com- 
mander or lieutenant commander 
in the Nurse Corps” and inserting 
in place thereof the words “‘or in 
the grade of captain or commander 
in the Nurse Corps’’; and 

(C) striking out in the last 
sentence the word “commander” 
and the words “lieutenant com- 
mander” and inserting in place 
thereof the word “captain” and 
the word ‘commander’, respec- 
tively; 


(3) Section 5444 (e) is amended 
by striking out the last sentence; 
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§ 5449. Navy: staff corps officers 
on the active list; permament 
grade 
* * * * * 
(c) The number of officers on 

the active list of the Navy hold- 

ing permanent appointments in 
the grade of captain in the Medical 

Service Corps may not exceed 2 

percent of the number of officers 

on the active list of the Navy in 
that corps. The Secretary, as of 

January 1 of each year, shall com- 

pute the number of officers author- 

ized under this section to hold per- 
manent appointments in the grade 
of captain in the Medical Service 

Corps. The number so computed 

is the number of officers on the 

active list in the Medical Service 

Corps prescribed for the perma- 

nent grade of captain. 

(d) The numbers of officers on 
the active list of the Navy in the 
Nurse Corps holding permanent 
appointments in the grades of com- 
mander and lieutenant commander 
may not exceed 7 %o of 1 percent 
and 1 and %o percent respectively, 
of the number of officers on the 
active list of the Navy in that 
corps. ‘The Secretary, as of Janu- 
ary 1 of each year shall compute 
the number of officers in the Nurse 
Corps authorized under this sec- 
tion to hold permanent appoint- 
ments in each of these grades. 
The number so computed for each 
grade is the number of officers on 
the active list of the Navy in the 
Nurse Corps prescribed for that 
permanent grade. 

(e) The prescribed numbers of 
officers computed under this sec- 
tion may not be varied between 
computations. However, the pre- 


scribed number of officers for the 
grade of lieutenant commander in 
the Nurse Corps is temporarily 
increased during the period be- 
tween one annual computation 
and the next succeeding computa- 
tion by the number of officers of 
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, (4) Section 5449 is amended 
y— 


(A) repealing subsection (c) and 
relettering subsections (d), (e), 
and (f) as (c), (d), and (e), re- 
spectively; 


(B) amending the first sentence 
of present subsection (d) to read 
as follows: 

“The number of officers on the 
active list of the Navy in the 
Nurse Corps holding permanent 
appointments in the grades of 
captain and commander may not 
exceed, respectively, ¥%, of 1 per- 
cent and 5 percent of the number 
of officers on the active list of-the 
Navy in that Corps.”; and 


(C) striking out in the last sen- 
tence of present subsection (e) the 
words “lieutenant commander” 
and the word “commander” and 
inserting in place thereof the word 
“commander” and the word ‘‘cap- 
tain’’, respectively: 
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that grade for whom vacancies 
exist in the grade of commander 
but whose promotion to the grade 
of commander has been delayed 
for any reason. 


§5702. Navy; staff corps offi- 
cers: promotion and continuation 
on the active list. 

7” * * * ok 

(a) The Secretary of the Navy 
shall convene the following selec- 
tion boards to recommend staff 
corps Officers, other than women 
officers appointed under section 
5590 of this title, for promotion 
and for continuation on the active 
list : 

(1) A board for each corps, 
other than the Medical Service 
Corps and the Nurse Corps, to 
recommend captains for con- 
tinuation on the active list or for 
promotion to the grade of rear 
admiral, each consisting of not less 
than three or more than nine 
officers serving in the grade of 
rear admiral or above. 

(2) A board for each corps and 
each grade, as appropriate, to 
recommend commanders, lieuten- 
ant commanders, lieutenants, and 
lieutenants (junior grade) for pro- 
motion to the next higher grade, 
each consisting of not less than 
six or more than nine officers 
serving in the grade of captain or 
above. 
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4 (5) Section 5702 is amended 
v— 

" (A) striking out in clause (2) of 
subsection (a) the words “each 
corps and each grade” and in- 
serting in place thereof the words 
“each corps, other than the Medi- 
cal Service Corps and the Nurse’ 
Corps, and for each grade”; 


(B) adding to subsection (a) the 
following clauses: 

““(3) A board for the Medical 
Service Corps to recommend 
captains for continuation on the 
active list, and a board for the 
Nurse Corps to recommend cap- 
tains and commanders for con- 
tinuation on the active list, each 
consisting of not less than three 
or more than six officers of the 
Regular Navy in the Medical 
Corps serving in the grade of rear 
admiral, 





—————— 
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“(4) A board for the Medical 
Service Corps, for each grade, to 
recommend commanders, lieuten- 
ant commanders, lieutenants, and 
lieutenants (junior grade) for pro- 
motion to the next higher grade, 
each consisting of not less than six 
or more than nine officers serving 
in the grade of captain or above, 
of whom two-thirds shall be of- 
ficers in the Medical Corps and 
one-third officers in the Medical 
Service Corps, except that when 
officers in the Medical Service 
Corps in dental specialties are 
eligible for consideration for pro- 
motion the membership of the 
board shall include, in leu of one 
of the officers in the Medical 
Corps, an officer in the Dental 
Corps serving in the grade of 
captain or above. 

“(5) A board for the Nurse 
Corps to recommend commanders 
for promotion to captain, consist- 
ing of not less than six or more 
than nine officers serving in the 
grade of captain or above, of 
whom two-thirds shall be officers 
in the Medical Corps and one- 
third officers in the Nurse Corps 
unless there are insufficient of- 
ficers of the Nurse Corps available 
to serve in which case the Secre- 
tary shall complete the minimum 
required membership by the ap- 
pointment of officers in the Medi- 
cal Corps serving in the grade of 
captain or above. 

(6) A board for the Nurse 
Corps, for each grade, to recom- 
mend lieutenant commanders, 
lieutenants, and lieutenants 
(junior grade) for promotion to 
the next higher grade, each con- 
sisting of not less than six or more 
than nine officers of whom two- 
thirds shall be officers in the Medi- 
cal Corps serving in the grade of 
captain or above and one-third 
officers in the Nurse Corps serving 
in the grade of captain or com- 
mander.’’: 
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(b) Except as provided in sub- 
sections (c) and (d), each board 
convened under this section to 
consider officers in the Medical 
Corps, the Supply Corps, the 
Chaplain Corps, the Civil En- 
ineer Corps, or the Dental Corps 
shall consist of officers of the Regu- 
lar Navy in the corps concerned on 
the active list or the retired list, 
and each board convened under 
this section to consider officers in 
the Medical Service Corps or the 
Nurse Corps shall be composed of 
officers of the Regular Navy in the 
Medical Corps on the active list or 
the retired list. 


(c) When there is an insufficient 
number of staff corps officers 
legally and physically qualified to 
serve on a board convened under 
this section, the Secretary shall 
complete the minimum required 
membership by appointing as 
members of the board officers on 
the active list in the line of the 
Navy serving in the grades pre- 
scribed in subsection (a). 

(e) Each board prescribed in 
this section shall be convened at 
least once each year as soon as 
practicable after the report of a 
corresponding selection board for 
line officers has been approved by 
the President and at such other 
times as the Secretary directs. 
However, a board to recommend 
officers in the Medical Service 
Corps for promotion to the grade 
of captain and boards to recom- 
mend officers in the Nurse Corps 
for promotion io the grades of 
commander and lieutenant com- 
mander need not be convened 
unless there is a vacancy in the 
grade concerned or the Secretary 
estimates or determines that a 
vacancy will occur during the 
next 12 months. 


THE BILL 


(C) amending subsection (b) to 
read as follows: 

“(b) Each board convened 
under this section to consider 
officers in the Medical Corps, the 
Supply Corps, the Chaplain Corps, 
the Civil Engineer Corps, or the 
Dental Corps shall consist of 
officers in the corps concerned, 
and each board convened under 
this section to consider officers of 
the Medical Service Corps or the 
Nurse Corps shall consist of offi- 
cers in the corps indicated in sub- 
section (a). Except as provided 
in subsections (c) and (d), each 
board convened under this section 
shall consist of officers of the 
Regular Navy on the active list 
or the retired list.”’: 

(D) amending subsection (c) by 
striking out the word ‘“‘When” and 
inserting in place thereof the 
words “Except as provided in 
subsection (a), when’’: and 


(E) amending the second sen- 
tence of subsection (e) to read as 
follows: 

“However, boards to recom- 
mend officers in the Nurse Corps 
for promotion to the grades of 
captain and commander need not 
be convened unless there is a 
vacancy in the grade concerned or 
the Secretary estimates or deter- 
mines that a vacancy will occur 
during the next 12 months.”’: 
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Officers to be recommended 
for promotion or contin- 
uation 

* * * * * 


(3) those eligible officers on the 
active list of the Navy under con- 
sideration for promotion to the 
grade of commander or lieutenent 
commander in the Nurse Corps 
whom the board considers best 
fitted for promotion; 


$5707. 


§5708. Reports: certification 
quired 

* ~ * * * 

(b) A board convened under 
this chapter that recommends offi- 
cers in any of the following cate- 
gories for promotion shall certify 
in its report that, in the opinion 
of at least two-thirds of the acting 
members of the board if the board 
has more than five acting members, 
or in the opinion of at least. a 
majority of the acting members if 
the board has five acting members 
or less, the officers recommended 
are, subject to the limitations pre- 
scribed in section 5707 (c) of this 
title, selected as best fitted to as- 
sume the duties of the next higher 
grade: 

* * * * * 


re- 


(5) Officers on the active list of 
the Navy in the Nurse Corps in 
the grade of lieutenant or above. 

(c) A board convened under 
this chapter that recommends 
officers in any of the following 
categories for promotion’ shall 
certify in its report that, in the 
opinion of at least two-thirds of 
the acting members of the board, 
the officers recommended are se- 
lected fitted to assume the 
duties of the next higher grade: 

* a x os « 


the 


as 


(2) Officers on active list 


of the Navy in the Nurse Corps 
in the grade of lieutenant (junior 
grade). 
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(6) Section 5707 (a) is amended 
by repealing clause (3) and re- 
numbering clauses (4), (5), (6), 
and (7) as (3), (4), (5), and (6), 
respectiveiy; 


(7) Section 5708 isamended by— 
(A) repealing clause (5) of sub- 
section (b) and renumbering 
clauses (6), (7), and (8) as (5), 
(6), and (7), respectively; and 


(B) striking out in clause (2) of 
subsection (c) the words “lieu- 
tenant (junior grade)”’ and insert- 
ing in place thereof the words 
“lieutenant or heutenant (junior 
grade)’; 
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§ 5753. Navy; staff corps officers: 

eligibility for consider- 

ation by selection board 
# * * * * 

(b) The following steff 
officers are eligible for considera- 
tion for promotion to the next 
higher grade by a selection board 
convened under chapter 543 of 
this title when they are in the pro- 
motion ZOne or are senior to the 
oilicers in the promotion zone in 
the grade in which they are serv- 
ing: 

(1) Officers in the Medical 
Corps, the Chaplain Corps, the 
Dental Corns, and the Medical 
Service Corps in the grades of 
lieutenant and lieutenant (junior 
grade), except officers in those 
corps appointed under 
5590 of this title. 

(2) Officers in the Nurse Corps 
in the grade of lieutenant (junior 
grade). 

§ 5762. Navy; staff corps officers: 
numbers that may be 
recommended for pro- 
motion to grades. be- 
low rear admiral 

(a) The Secretary of the Navy 
shall furnish the appropriate selec- 
tion board convened under chapter 
543 of this title with the number 
of officers, not restricted in the 
performance of duty, other than 
women oflicers appointed under 
section 5590 of this title, that may 
be recommended for promotion to 
the grade of captain or commander 
in the Medical Corps, the Supply 
Corps, the Chaplain Corps, the 
Civil Engineer Corps, or the 
Dental Corps, or to the grade of 
commander in the Medical Serv- 
ice Corps. 

(b) The Secretary shall furnish 
the appropriate selection board 
convened under chapter 543 of this 
title with the number of officers 
in the Medical Service Corps that 
may be recommended for promo- 


corns 


section 


THE BILL 


(8) Section 5753 (b) is amended 
to read as follows: 


“(h) Officers in the Medical 
Corps, the Chaplain Corps, the 
Dental Corps, the Medical Service 
Corps, and the Nurse Corps, in 
the grades of lieutenant and lieu- 
tenant (junior grade), except offi- 
cers in those corps appointed un- 
der section 5590 of this title, are 
eligibie for consideration for pro- 
motion to the next higher grade 
by a selection board convened 
under chepter 543 of this title 
when they are in the promotion 
zone or are senior to the officers 
in the promotion zone in the gerade 


in which they are serving.”’; 


(9) Section 5762 is amended 
by 

(A) striking out in the first sen- 
tence of subsection (a) the words 
“or the Dental Corps, or the grade 
of commander in the Medical 
Service Corps” and inserting in 
place thereof the words “Dental 
Corps, or the Medical Service 
Corps”’; 


(B) repealing subsection (b) ard 
relettering subsections (ce), (d), 
(e), and (f) as (b), (ce), (d), and 
(e), respectively; 
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tion to the grade of captain. This 
number, determined by the Secre- 
tary as of the date the selection 
board is convened, is equal to the 
number of vacancies existing in 
the grade of captain in the Medical 
Service Corps, plus the number of 
additional vacancies estimated for 
the next 12 months, minus the 
number of commanders in that 
corps on the promotion list. 

(e) The Secretary shall furnish 
the appropriate selection board 
convened under chapter 543 of 
this title with the number of offi- 
cers in the Medical Corps, the 
Chaplain Corps, the Dental Corps, 
or the Medical Service Corps, 
other than women officers ap- 
pointed under section 5590 of this 
title, that may be recommended 
for promotion to the grade of lieu- 
tenant commander or lieutenant. 
This number, determined by the 
Secretary as of the date the selec- 
tion board is convened, is equal 
to the number of officers. in the 
promotion zone for the grade and 
corps concerned. 

(f) The Secretary shall furnish 
the appropriate selection board 
convened under chapter 543 of 
this title with the number of 
officers in the Nurse Corps that 
may be recommended for pro- 
motion to the grade of commander 
or lieutenant commander. This 
number, determined by the Sec- 
retary as of the date the selection 
board is convened, is equal to the 
number of vacancies existing in 
the grade concerned, plus the 
number of additional vacancies 
estimated for the next 12 months, 
minus the number of officers in 
the next lower grade on the pro- 
motion list. 

(g) The Secretary shall furnish 
the appropriate selection board 
convened under chapter 543 of 
this title with the number of 


THE BILL 


(C) striking out in present sub- 
section (e) the words “or the Med- 
ical Service Corps” and inserting 
in place thereof the words “the 
Medical Service Corps, or the 
Nurse Corps”’; 


’ 


(D) striking out in subsection 
(f) the words “commander or 
lieutenant commander” and _ in- 
serting in place thereof the words 
“captain or commander’; and 


(E) repealing subsection (g); 
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officers in the Nurse Corps that 

may be recommended for pro- 

motion to the grade of lieutenant. 

This number, determined by the 

Secretary as of the date the selec- 

tion board is convened, is equal 

to the number of officers in the 

promotion zone or senior to the 

officers in the zone, minus the 

number of lieutenants (junior 
ade) on the promotion list. 

5773. Navy; staff corps officers: 

eligibility for promotion 
to grades below rear ad- 
miral 

* * * * ~” 

(c) Each ‘commander in the 
Medical Service Corps, and each 
lieutenant commander and lieu- 
tenant in the Nurse Corps, whose 
name is placed on a promotion 
list under subsection (a) may be 
promoted to the grade for which 
selected when a vacancy for him 
occurs in that grade. When pro- 
moted, each such officer shall be 
assigned the same date of rank as 
that of his running mate in the 
higher grade. 

§ 5775. Officers promoted under 
preceding sections: date 
from which entitled to 
pay and allowances of 
grade’ to which promot- 
ed 

. * * * * 

(e) Each officer in the Medical 
Service Corps who is promoted to 
the grade of captain and each 
officer in the Nurse Corps who is 
promoted to the grade of com- 
mander or lieutenant commander 
under the preceding sections of 
this chapter is entitled to the pay 
and allowances of the grade to 
which promoted from— 

* * * * * 

§ 5776. Failure of selection 

* * * Oo * 


(d) An officer in the grade of 


lieutenant commander or lieuten- 
ant in the Nurse Corps who is 


THE BILL 


(10) Section 5773 is amended by 
amending the first sentence of sub- 
section (c) to read as follows: 
“Kach commander and lieutenant 
commander in the Nurse Corps, 
whose name is placed on a promo- 
tion list under subsection (a), 
may be promoted to the grade for 
which selected when a vacancy for 
her occurs in that grade.”; 


(11) Section 5775 is amended 
by striking out in subsection (e) 
the words “Each officer in the 
Medical Service Corps who is 
promoted to the grade of captain 
and each officer in the Nurse 
Corps who is promoted to the 
grade of commander or lieutenant 
commander” and inserting in place 
thereof the words ‘‘Each officer in 
the Nurse Corps who is promoted 
to the grade of captain or com- 
mander”’; 


(12) Section 5776 is amended 
by striking out in subsection (d) 
the words “‘in the grade of lieuten- 
ant commander or lieutenant”; 
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eligible for consideration for pro- 
motion by a selection board con- 
vened under chapter 543 of this 
title and is not selected for promo- 
tion is not considered as having 
failed of selection for promotion, 
whether or not she is in the pro- 
motion zone for officers of her 
grade and corps. 

§ 5782. Regular Navy; staff corps 
officers: permanent po- 
officers: permanent pro- 
motion to grades below 
rear admiral 

cad a * ~*~ * 

(d) Notwithstanding subsec- 
tions (b) and (c), no officer may be 
permanently appointed in _ the 
grade of captain in the Medical 
Service Corps or in the grade of 
commander or lieutenant com- 
mander in the Nurse Corps unless 
there is a vacancy for him in the 
grade and corps concerned as de- 
termined by computations under 
section 5449 (c) and (d) of this 
title. 

§ 6377. Regular Navy, line cap- 
tains restricted in _per- 
formance of duty and 
staff corps captains; 
Regular Marine Corps, 
colonels designated for 
supply duty: retirement 
for length of service 

* * * *” x 


(b) If not on a promotion list 
and if not continued on the active 
list under section 6378 of this 
title, each officer serving in the 
grade of captain on the active list 
of the Navy in any staff corps 
except the Medical Service Corps 
shall, subject to section 5777 of 
this title, be retired on June 30 of 
the fiscal year in which he com- 
pletes— 

* 7 ” + * 

(c) Each officer serving in the 
grade of captain on the active list 
of the Navy in the Medical Service 
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(13) Section 5782 is amended b 
amending subsection (d) to read as 
follows: 

“(d) Notwithsatnding subsec- 
tions (b) and (c), no officer may be 
permanently appointed in the 
grade of captain or commander in 
the Nurse Corps unless there is a 
vacancy for her in the grade in that 
corps as determined by computa- 
tions made under section 5449 of 
this title.’’; 


(15) Section 6377 
by— 

(A) changing the 
read as follows: 

“Regular Navy, line capitains 
restricted in performance of duty, 
staff corps captains, and Nurse 
Corps commanders; Regular Ma- 
rine Corps, colonels designated for 
supply duty; retirement for length 
of service or for age’’; 

(B) striking out in subsection 
(b) the words “Medical Service 
Corps” and inserting in place 
thereof the words “Nurse Corps’”’; 

(C) amending subsection (c) to 
read as follows: 

“(e) If rot 
active list 


is amended 


caption to 


continued on the 
under section 6378 of 


this title, each officer serving in the 
grade of captain on the active list 
of the Navy in the Nurse Corps 
shall be retired on June 30 of the 
fiscal year in which she becomes 
55 years of age or completes 30 
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Corps shall be retired on June 30 
of the fiscal year in which he com- 
pletes 31 years of total commis- 
sioned service as computed under 
section 6388 of this title. 


(d) Notwithstanding subsections 
(a), (b), and (c), an officer who 
has lost numbers or precedence 
may not be retired because of 
completing 31 years of total com- 
missioned service until June 30 of 
the fiscal year in which he com- 
pletes five years of service in 
grade of captain in the Navy or 
colonel in the Marine Corps. For 
the purpose of this section, an 
officer promoted to the grade of 
captain in the Navy or colonel in 
the Marine Corps after August 6, 
1947, is credited with service in 
that grade from the date of his 
eligibility for promotion to the 
grade of captain or colonel. 
$6378. Regular Navy, line cap- 

tains restricted in per- 
formance of duty and 
staff corps captains; 
Regular Marine Corps, 
colonels designated for 
supply duty: continua- 
tion on active list; re- 
tirement. 


THE BILL 


years of active service as com- 
puted under section 6388 of this 
title, whichever is earlier.”’; 

(D) inserting between subsec- 
tion (ec) and (d) the following new 
subsection and relettering sub- 
section (d) and (e): 

““(d) If not on a promotion list 
and if not continued on the active 
list under section 6378 of this title, 
each officer serving in the grade of 
commander on the active list of 
the Navy in the Nurse Corps shall 
be retired on June 30 of the fiscal 
year in which she becomes 55 
years of age or completes 30 years 
of active service as computed 
under section 6388 of this title, 
whichever is earlier.” 

(E) amending present subsec- 
tion (d) by striking out the words 
‘subsections (a), (b), and (c)’”’ and 
inserting in place thereof the words 
“subsections (a) and (b)’’: 


(16) Section 6378 is amended 
by 

(A) changing 
read as follows: 

“Regular Navy, line captains 
restricted in performance of duty, 
staff corps captains, and Nurse 
Corps commanders; Reqular Marine 
Corps, colonels designated for sup- 


the caption to 


(a) Each officer restricted in the ply duty: continuation on active 
performance of duty serving in the list; retirement”’: 


grade of captain on the active list 


in the line of the Navy, each officer 


serving in the grade of captain in 


(B) striking out in the first 
sentence of subsection (a) the 
words “except the Medical Service 
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the active list of the Navy in any 
staff corps, except the Medical 
Service Corps, and each officer 
designated for supply duty serving 
in the grade of colonel on the 
active list of the Marine Corps is 
eligible for consideration for con- 
tinuation on the active list by an 
appropriate selection board con- 
vened under section 5701, 5702, or 
5703 of this title in the fiscal year 
in which he would be subject to 
retirement under section 6377 of 
this title and in each fiscal year 
thereafter while on the active list 
and not on a promotion list. * * * 

(a) *** However, any such cap- 
tain or colonel who will complete 
35 years of total commissioned 
service as computed under sec- 
tion 6387 or 6388 of this title or 
who will become 62 years of age 
in the fiscal year in which the 
selection board is convened is in- 
eligible for consideration for con- 
tinuation on the active list. 

(b) Not more than the follow- 
ing numbers of officers recom- 
mended for continuation on the 
active list may be so continued 
until the report of the next suc- 
ceeding selection board is ap- 
proved: 

. * « ca * 


(7) The number of captains in 
the Medical Corps and in the 
Dental Corps that the Secretary 
of the Navy determines to be 
necessary to meet the needs of 
the service. 

§ 6379. Regular Navy, command- 
ers; Regular 
Corps, lieutenant colo- 
nels: retirement for 
length of service and 
failures of selection for 
promotion. 

(a) Each officer on the active 
list of the Navy or the Marine 
Corps serving in the grade of com- 
mander or lieutenant colonel, ex- 
cept an officer designated for 


Marine b 


THE BILL 


Corps,” and inserting in place 
thereof a comma and the words 
“each officer serving in the grade 
of commander on the active list of 
the Navy in the Nurse Corps,”’; 


(C) striking out in the second 
sentence of subsection (a) the 
words “captain or colonel” and 
inserting in place thereof the 
words “captain, colonel, or com- 
mander’’; and 


(D) amending clause (7) of sub- 
section (b) to read as follows: 

“(7) The number of captains in 
the Medical Corps, the Dental 
Corps, the Medical Service Corps 
and the Nurse Corps, and the 
number of commanders in the 
Nurse Corps, that the Secretary 
of the Navy determines to be 
necessary to meet the needs of the 
service.” 


(17) Section 6379 is amended 
(A) striking out in subsection 
(a) the words “‘or an officer in the 
Medical Service Corps’; and 
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limited duty or an officer in the 

Medical Service Corps, shall, sub- 

ject to the provisions of section 

5777 of this title, be retired on 

June 30 of the fiscal year in 

which— x x x x 

(b) Each officer on the active 
list of the Navy in the Medical 

Service Corps serving in the grade 

of commander shall, subject to 

section 5777 of this title, be re- 
tired on June 30 of the fiscal year 
in which— 

(1) he is not on a promotion 
list ; 

(2) he is considered as having 
twice failed of selection for. pro- 
motion to the grade of captain; 
and 

(3) he has completed at least 
30 years of total commissioned 
service as computed under sec- 
tion 6388 of this title. 

§6381. Officers retired under pre- 
ceding sections: retired 
grade and pay; general 
rule 

(b) The retired pay under this 
section of an officer commissioned 
in the Regular Navy or the Regu- 
lar Marine Corps under the Act 
of April 18, 1946, ch. 141 (60 Stat. 

92), or commissioned in the Regu- 

lar Marine Corps after September 

8, 1939, while serving on active 

duty as an officer in the Naval 

Reserve or the Marine Corps 

Reserve, may not be less than 50 

percent of the basic pay upon 

which the computation of retired 
pay is based. 


§ 6382. Regular Navy, lieutenants 
and lieutenants (junior 
grade); Regular Marine 
Corps, captains and 
first lieutenants: dis- 
charge for failures of 


THE BILL 


(B) amending subsection (b) to 
read as follows: 

“(b) This section does not apply 
to officers in the Nurse Corps.’’: 


(18) Section 6381 is amended 
by inserting after subsection (b) 
the following new subsection: 


“(c) The retired pay under this 
section of an officer in the Nurse 
Corps may not be less than 50 per- 
cent of the basic pay upon which 
the computation of retired pay is 
based.”’; 

(19) Section 6382 is amended 
by inserting in subsection (b) 
after the words “lieutenant (junior 
grade)” a comma and the words 
“except an officer of the Nurse 
Corps,”’; 
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selection for promotion; 
severance pay 

a * x * * 


(b) Each officer on the active 
list of the Navy serving in the 
grade of lieutenant (junior grade) 
and each officer on the active list 
of the Marine Corps serving in 
the grade of first lieutenant shall 
be honorably discharged on June 
30 of the fiscal year in which he 
is considered as having failed of 
selection for promotion to the 
grade of lieutenant or captain for 
the second time. 


§ 6388. Regular Navy; certain 
staff corps officers: 
computation of total 


commissioned service. 


* * * * * 


(d) For the purpose of the pre- 
ceeding sections of this chapter, 
the years of service to be credited 
to each officer on the active list 
of the Navy in the Nurse Corps 
serving in the grade of lieutenant 
(junior grade) is based on— 
$6395. Regular Navy and Regular 

Marine Corps; officers 
having less than 20 years 
of service: discharge dur- 
ing war or emergency for 
unsatisfactory perform- 
ance of duty. 

x * * * * 

(h) The years of service that 
are counted under subsection (b) 
are— 

~ * * * * 


(3) for an officer serving in 
the grade of lieutenant (junior 
grade) in the Nurse Corps, her 
years of total commissioned 
service as computed under sec- 
tion 6388 of this title; 

(4) for an officer serving in a 
grade above lieutenant (junior 
grade) in the Nurse Corps, her 
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(20) Section 6388 is amended 
by striking out in subsection (d) 
in the first sentence the words ‘‘of 
the preceding sections’ and the 
words “serving in the grade of 
lieutenant (junior grade)’’, and in 
the second sentence the words “‘of 
the preceding sections”; 


(21) Section 6395 
by— 


is amended 


(A) striking out in clause (3) of 
subsection (h) the words “serving 
in the grade of lieutenant (junior 
erade)”’ 


(B) repealing clause (4) of sub- 
section (h) and renumbering clause 
(5) as clause (4). 
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years of active service as com- 

puted under section 6396 of this 

title; 

§ 6396. Regular Navy; officers in 
Nurse Corps: retire- 
ment for age or length 
of service; retired grade 
and pay 

(a) An officer on the active list 
of the Navy serving in the grade 
of commander or lieutenant com- 
mander in the Nurse Corps may 
be retired by the Secretary of the 
Navy on the first day of any 
month following that in which she 
becomes 55 years of age or com- 
pletes 20 years of service, which- 
ever is later. 

(b) An officer on the active list 
of the Navy serving in a grade 
below lieutenant commander in 
the Nurse Corps may be retired 
by the Secretary on the first day 
of any month following that in 
which she becomes 50 years of age 
or completes 20 years of service, 
whichever is later. 


(c) For the purpose of deter- 
mining the eligibility of an officer 
for retirement under this section, 
her years of service are computed 
by adding all her active service 

(1) under an appointment or 
contract in the Nurse Corps of 
the Army or the Navy; 

(2) as a commissioned officer 
in the Nurse Corps of the Army 
or the Navy, or as a commis- 
sioned officer of the Air Force 
designated as an Air Force 
Nurse; and 

(3) in the Nurse Corps or the 
Nurse Corps Reserve abolished 
by the Army-Navy Nurses Act 
of 1947 (61 Stat. 41). 

(d) Each officer retired under 
this section shall be retired— 

* * * * + 


THE BILL 


(22) Section 6396 is amended by— 


(A) amending subsection (a) to 
read as follows: 

“‘(a) An officer on the active 
list of the Navy serving in the 
grade of lieutenant commander in 
the Nurse Corps shall, subject to 
the provisions of section 5777 of 
this title, be retired on June 30 of 
the fiscal year in which she be- 
comes 55 years of age or completes 
30 years of service computed 
under section 6388 of this title, 
whichever is earlier.’’; 


(B) amending subsection (b) to 
read as follows: 

“(b) An officer on the active 
list of the Navy serving in a grade 
below lieutenant commander in 
the Nurse Corps shall, subject to 
section 5777 of this title, be re- 
tired on June 30 of the fiscal year 
in which she becomes 50 years of 
age or completes 20 years of serv- 
ice computed under section 6388 of 
this title, whichever is later.’’; 

(C) repealing subsection (c) and 
relettering subsection (d) as (c); 


(D) Amending clause (2) of 
present subsection (d) by striking 
out the phrase ‘more than 75 per 
cent” and inserting in place there- 
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(2) with retired pay at the rate 
of 2% percent of the basic pay to 
which she would be entitled if 
serving on active duty in the grade 
in which retired multiplied by the 
number of years of service credit- 
able for basic pay, but the retired 
pay may not be more than 75 
percent of the basic pay upon 
which the computation of retired 
pay is based. 


Section 8206 of title 10, United 
States Code 


§ 8206. Regular Air Force commis- 
sioned officers on active 
list, Air Force nurses 

(a) The authorized strength in 
Air Force nurses on the active list 
of the Regular Air Force is 549, or 
6/1,000 of the authorized strength 
prescribed by section 8203 of this 
title, whichever is greater. 

(b) Of the authorized strength 
of the Air Force in Air Force nurses 
on the active list of theRegular Air 
Force, not more than 7/1,000 may 
be in the regular grade of lieu- 
tenant colonel, and not more than 
16/1,000 may be in the regular 
grade of major. The Secretary of 
the Air Force shall prescribe the 
authorized strength of the Air 
Force in Air Force nurses on the 
active list in the regular grade of 
captain. This subsection does not 
apply when there is a promotion 
list prescribed for Air Force nurses 
under section 8296 (b) of this title. 

Section 8207 of title 10, United 
States Code 

§8207. Regular Air Force; commis- 

sioned officers on active 


list; women medical spe- 

cialists 
(a) The authorized strength in 
women medical specialists on the 
active list of the Regular Air 
Force is 53, or 9/10,000 of the au- 


THE BILL 


of the phrase “more than 75 per 
cent or less than 50 per cent’, 


TITLE IIT—AIR FORCE 


Sec. 301. Subtitle D of title 10, 
United States Code, is amended 
as follows: 

(1) Section 8206 is amended to 
read as follows: 

“The authorized strength in Air 
Force nurses on the active list of 
the Reguiar Air Force is as pre- 
scribed by the Secretary of the Air 
Force within the authorized 
strength of the Regular Air Force 
in commissioned officers on the 
active list.” 


(2) Section 8207 is amended to 
read as follows: 

“The authorized strength in 
Air Force medical specialists on 
the active list of the Regular Air 
Force is as prescribed by the Sec- 
retary of the Air Force within the 
authorized strength of the Regu- 
lar Air Force in commissioned 
officers on the active list.” 
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thorized strength prescribed in 
section 8203 of this title, which- 
ever is greater. 

(b) Of the authorized strength 
in women medical specialists on 
the active list of the Regular Air 
Force, not more than 5 percent 
may be in the regular grade of 
major. ‘The Secretary of the Air 
Force shall prescribe the author- 
ized strength in women medical 
specialists on the active list in the 
regular grade of captain. This 
subsection does not apply when 
there is a promotion list pre- 
scribed for women medical spe- 
cialists under section 8574 of this 
title. 

Section 8212 of title 10, United 
States Code 


§ 8212. Regular Air Force: strength 
in grade; temporary in- 
creases 

The authorized strength in any 

regular grade, as prescribed by or 
under this chapter, is automati- 
cally increased to the minimum 
extent necessary to give effect to 
each appointment made in that 
grade under section 1211 (a), 8298, 
8299, 8304, or 9353 of this title. 
An authorized .strength so in- 
creased is increased for no other 
purpose, and while he holds that 
grade the officer whose appoint- 
ment caused the increase is count- 
ed for the purpose of determining 
when other appointments, not 
under those sections, may be 
made in that grade. 


Section 8285 of title 10, United 
States Code. 


§ 8285. Commissioned officers: orig- 
inal appointment; quali- 
fications 

To be eligible for original ap- 
pointment in a commissioned grade 
in the Regular Air Force, except 
under section 8294 (a) of this 
title, a person must— 


THE BILL 


(3) Section 8212 is amended by 
striking out the figure “8304,”. 


(4) Section 8285 is amended by 
adding the following sentence at 
the end thereof: 
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(1) be a citizen of the United 
States; 

(2) be at least 21 years of age; 

(3) be of good moral charac- 
ter; 

(4) be physically qualified for 
active service; and 

(5) have such other qualifica- 
tions as the Secretary of the Air 
Force may prescribe. 


Section 8286 of United 


States 


title 10, 

Code 

§8286. Commissioned officers: orig- 
inal appointment; age 
limitations 

(a) No person may be originally 
appointed in a commissioned grade 
in the Regular Air Force, except 
under section 8291 or 8294 (a) of 
this title, if on+the date of.his 
appointment he has already passed 
his— 

(1) thirty-fourth birthday, 
for a person appointed with a 
view to designation as a chap- 
lain; 

(2) thirty-second birthday, 
for a person appointed with a 
view to designation as a medi- 
cal officer, dental officer, veteri- 
— officer, or judge adv ocate: 

) thirtieth birthday, for a 

See appointed with a view 

to designation as a medical 

service officer r; or 

(4) twenty-seventh birthday, 
for all other persons. 

(b) The maximum ages specified 
in subsection (a) are increased 
by the period of active commis- 
sioned service in the Air Force, 
and in the Army, after December 


31, 1947, and performed after the 
appointee became 21 years of age 


THE BILL 


“Tn addition, to be eligible for 
original appointment with a view 
to designation as an Air Force 
nurse, @ person must be a graduate 
of a hospital or university school 
of nursing and a registered nurse.” 

(5) Section 8286 is amended— 

(A) by striking out in sub- 
er (a) the words ‘8291 or”; 
anc 
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and before his appointment. 
However, a maximum age is not 
so increased by more than five 
years. 


Section 8287 of title 10, United 
States Code 

§ 8287. Commissioned officers: 

original appointment; 
service credit 


(a) For the purpose of deter- 
mining grade, position on a pro- 

motion list, seniority in his grade 
in the Regular Air Force, and 
eligibility for promotion, a person 
originally appointed in a commis- 
sioned grade in the Regular Air 
Force, except a person appointed 
under section 8294 (a) of this title, 
shall be credited, at the time of his 
appointment, with the active com- 
missioned service in the Air Force, 
and in the Army, after Decen:ber 
31, 1947, that he performed after 
becoming 21 years of age and 
before his appointment. How- 
ever, not more than five years of 
service may be so credited. 


THE BILL 


(B) by adding the following 
new subsection at the end ther of: 

“(c) This section does not apply 
to persons appointed with a view 
to designation as an Air Force 
nurse or medical specialist.” 

(6) Section 8287 is amended— 

(A) by striking out in subsec- 
tion (a) the words “except a per- 
son” and inserting in place thereof 
the words ‘‘except as provided in 
subsection (b) of this section and 
except for persons”’; 


, 


(B) by inserting the following 
new subsection after subsection 
(a): 

“(b) For the purposes set forth 
in subsection (a), a person origi- 
nally appointed in a commissioned 
grade in the Regular Air Force 
with a view to designation as an 
Air Force nurse or medical special- 
ist shall be credited, at the time of 
her appointment, with all active 
commissioned service in the Armed 
Forces after December 6, 1941, 
that she performed after becoming 
21 years of age and before her 
appointment. However, not more 
than 14 years of service may be so 
credited. For the same purposes, 
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(b) A person originally ap- 
pointed inac ommissioned grade in 
the Regular Air Force with a view 
to designation in one of the ialens.1 
ing categories, except a person 
appointed under section 8294 (a) 
of this title, shall be credited at the 
time of his appointment, in addi- 
tion to the service with which he 
is credited under subsection (a), 
and for the same purposes, with 
the following service: 

(1) Medical 


officer—four 


(2) Dental  officer—three 





years. 
(3) Veterinary officer—three 
years. 
(4) Chaplain—three years. 
(5) Judge advocate—three 
years. 
(c) Under such regulations as 
the Secretary of the Air Force 
may prescribe, a person who is 


originally appointed in a commis- 
sioned grade in the Regular Air 
Force with a view to designation 
as a medical service officer, and 
who, at the time of appointment, 
holds a degree of doctor of philoso- 
phy or a ‘comparable degree in @ 
science. allied to medici ine, so 
recognized by the Secretary, may 
be credited at the time of his ap- 
pointment, in addition to the 
service with which he is credited 
under subsection (a), and for the 
same purposes, with three years 
of service. 

(d) Notwithstanding any other 
tie of law, no person who 


was a cadet at the United States 
Air Force Academy may be origi- 


THE BILL 


a person who is originally ap- 
pointed in the grade of first lieuten- 
ant under section 8288 (b) of this 
title and who has not performed 
at least three years of active com- 
missioned service in the armed 
forces after December 6, 1941. 
shall be credited with that amount 
of service.” 


(C) by redesignating present 
re (b), (c), (d), and (e) 
s “*(c),” “Gy”; “el, and “Gy 


respectively. 
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nally appointed in a commissioned 
grade in the Regular Air Force 
before the date on which his class- 
mates at the Academy are gradu- 
ated and appointed as officers. 
No person who was a cadet at, 
but did not graduate from, the 
Academy may be credited, upon 
appointment as a commissioned 
officer of the Regular Air Force, 
with longer service than that 
credited to any member of his 
¢lass at the Academy whose serv- 
ice in the Air Force, or in the 
Army and the Air Force, has been 
continuous since graduation. 

(e) A graduate of the United 
States Air Force Academy who is 
originally appointed as a second 
lieutenant in the Regular Air 
Foree under section 9353 of this 
title is not entitled to any service 
credit under this section. 
Section 8288 of title 10, United 
States Code. 


§ 8288. Commissioned officers: orig- 
inal appointment; deter- 
mination of grade 

Except as provided in section 
$294 of this title, based upon the 

service credited under section 8287 

of this title, the commissioned 

grade in which a person is orig- 
inally appointed in the Regular 

Air Force is: 

(1) For persons with less than 
three years of service—second 
lieutenant. 

(2) For persons with at least 
three, but less than seven, years 
of service—first lieutenant. 

(3) For persons with at least 
seven years of service—captain. 





23000° —5s8 
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(7) Section 8288 is amended— 

(A) by inserting “(a)” at the 
beginning thereof; 

(B) by inserting before the 
words ‘“‘section 8294” the words 
“subsection (b) of this section 
and’’; 

(C) by inserting after the words 
anes 8287” the designations 
““(a), (c), (d), or (e)”; and 

‘D) 4 adding the following 
new subsection at the end thereof: 


‘“‘(b) Based on the service cred- 
ited under section 8287 (b) of this 
title, the commissioned grade in 
which an Air Force nurse or 


medical specialist is originally 
appointed in the Regular Air 
Force is: 


H. Rept., 85-1, vol. 1——-34 
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Section 8297 of title 10, United 
States Code. 


§ 8297. Selection boards 

(a) * * * However, a selection 
board considering, under seetion 
8300 (a) or (b) of this title, female 
promotion-list officers, other than 
those designated under section 
8067 of this title to perform pro- 
fessional functions may include 
female promotion-list officers 
other than officers in those cate- 
gories who are senior in regular 
grade to, ‘and who outrank, any 
female officer being considered by 
that board. 
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“(1) For persons with less 
than three years of service who 
on the date of nomination have 
not passed their twenty-seventh 
birthday and who are not quali- 
fied under clause (2)—second 
lieutenant. 

““(2) For persons with less 
than seven years of service who 
are qualified under regulations 
prescribed by the Secretary of 
the Air Force and who on the 
date of nomination have not 
passed their thirtieth birth- 
day —first lieutenant. 

“(3) For persons with at least 
seven years of service who on 
the date of nomination have not 
passed their thirty-ninth birth- 
day—captain. 

The maximum ages specified in 
clauses (1) and (2) of this sub- 
section are increased by the 
period of active commissioned 
service which the member per- 
formed in the armed forces 
after December 6, 1941, but 
not by more than five years.’ 

(8) The last sentence of section 


8297 (a) is amended to read as 
follows: 

“However, a_ selection board 
considering — 


(1) under seetion 8300 (a) or 
(b) of this title, female promo- 
tion list officers other than those 
designated under section 8067 of 
this. title, may include female 
promotion list officers who are 
not designated under that sec- 
tion, who are senior in regular 
grade, to and who outrank, any 
female officer being considered 
by that board; and 

“(2) Air Force nurses or med- 
ical specialists, may include Air 
Force nurses or medical special- 


ists, as the case may be, in @ 
temporary or regular grade 
above major. 


” 
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Section 8299 of title 10, United 
States Code. 


§ 8299. Commissioned officers: pro- 
motion to captain, major, 
or lieutenant colonel 


(a) Promotion-list officers shall 
be promoted to the regular grades 
of captain, major, and, except as 
provided in subsection (f), lieu- 
tenant colonel, under subsections 
(b) and (c), or eliminated from the 
active list under section 8303 of 
this title. 


s * * * - 


THE BILL 


(9) Section 8299 is amended— 
(A) by inserting in subsection 
(a) after the words “subsection 


. 


(f)” the words “or (g)”; 


(B) by inserting the following 
new subsection after subsection 
(f): 

‘“(¢) Air Force nurses and med- 
ical specialists may be promoted 
to the regular grade of lieutenant 
colonel in the manner prescribed 
in section 8305 of this title to fill 
vacancies in the number authorized 
for that grade by the Secretary. 
Whenever a selection board is con- 
sidering- Air Force nurses or med- 
ical specialists for promotion to 
the regular grade of lieutenant 
colonel, the Secretary shall furnish 
to the board the name of each Air 
Force nurse or medical specialist, 
as the case may be, in the regular 
grade of major who has completed 
at least 21 years of service with 
which she is entitled to be credited 
for promotion purposes, and the 
names of all of those officers in 
that regular grade whose names 
appear on the applicable promo- 
tion list above the name of any 
officer who has completed at least 
21 years of that service. In addi- 
tion, he may furnish to the board, 
in the order in which their names 
appear on the applicable promo- 
tion list, the names of any other 
Air Force nurses or medical spe- 
cialists, as the case may be, in the 
regular grade of major who have 
not completed 21 years of that 
service.” 
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(c) A promotion- -list officer who 
has been twice considered and not 
recommended for promotion to 
any one reguiar grade may not 
again be considered for promotion 
under this section. 


Section 8300 of title 10 
States Code. 


United 


§ 8300. Commissioned officers: pro- 
motion to captain, major, 
or lieutenant colonel; se- 
lection board procedure 


Section 8301 of title 10, United 
States Code. 


§ 8301. Commissioned officers: pro- 
motion to captain, major, 
or lieutenant colonel; offi- 
cers with special qualifi- 
cations 

* /~ x x « 
(b) This section does not apply 
to Air Force nurses and women 
iedical specialists. 


Section 8303 of title 10, United 
States Code. 


§ 8303. Commissioned officers: ef- 
fect of failure of promo- 
tion to captain, major, or 


lieutenant colonel 
= * a ue > 


THE BILL 


(C) by redesignating 


yr present 
subsection (g) as ‘‘(h)”’. 


(10) Section 8300 is amended by 
adding the following new subsec- 
tion at the end thereof: 

“(d) This section does not apply 
to the promotion of Air Force 
nurses or medical specialists to the 
regular grade of lieutenant colonel.” 

(11) Section 8301 (b) is amended 
to read as follows: 


“(b) This section does not apply 
to the promotion of Air Force 
nurses or medical specialists to the 
rezular grade of lieutenant colo- 
nel.” 


(12) Section 8303 is amended by 
adding the following new sub- 
section at the end thereof: 


“(f) This section does not apply 
to Air Force nurses or medical 


specialists being considered for 
prose to the regular grade of 
eutenant colonel.” 
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Section 8305 of title 10, United 
States Code. 


§ 8305. Commissioned officers: pro- 
motion to colonel 
7 7x * * ~ 


(g) This section does not apply 
to female officers on the Air 
Force promotion list nor to Air 
Force nurses or women medical 
specialists. 


Chapter 835 of title 10, United 
States Code. 


CHAPTER 835.—APPOINTMENTS IN THE 
REGULAR AIR FORCE 


Seo. 

8281. Commissioned officer grades. 

8284. Commissioned officers: appoint- 
ment, how made. 

8285. Commissioned officers: original 
appointment; qualifications. 

8286. Commissioned officers: original 
appointment; age limitations. 

8287. Commissioned officers: original 
appointment; service credit. 

8288. Commissioned officers: original 
appointment; determination of 
grade. 

8289. Commissioned officers; medical 
officers: original appointment; 
professional examination. 

8291. Commissioned officers; Air Force 
nurses and women medical 
specialists: original appoint- 
ment; additional qualifications, 
grade. 

8293. Commissioned officers; chaplains: 
original appointment; exami- 
nation. 

8294. Commissioned officers; medical 
and dental officers: original 
appointment; additional meth- 
od authorized as exception to 
general procedure, 

8295. Commissioned officers: original 
appointment; determination of 
place on promotion list. 


THE BILL 


(13) Section 8305 is amended— 


(A) by amending subsection (g) 
to read as follows: 

“(¢) Air Force nurses and med- 
ical specialists may be promoted 
under this section only to fill 
vacancies in the number author- 
ized for that grade by the Secre- 
tary.” 

(B) by adding the following 
new subsection at the end thereof: 

“(h) This section does not ap- 
ply to female officers on the Air 

orce promotion list who are not 
designated under section 8067 of 
this title.” 

(14) The analysis of chapter 835 
is amended by striking out the 
following items: 


‘8291. Commissioned officers; Air Force 
nurses and women medical 
specialists: original appoints 
ment; additional qualifica- 
tions, grade.’”’; and 
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Sec. 


8296. Promotion lists: promotion-list 
officer defined; determination of 
place upon transfers or pro- 
motion. 

8297. Selection boards. 

8298. Commissioned officers: promo- 
tion to first lieutenant; effect of 
failure of promotion. 

8299. Commissioned officers: promotion 
to captain, major, or lieutenant 
colonel. 

8300. Commissioned officers: promotion 
to captain, major, or lieutenant 
colonel; selection board pro- 
cedure. 

8301. Commissioned officers: promotion 
to captain, major, or lieutenant 
colonel; officers with special 
qualifications. 

8302. Commissioned officers; medical, 
dental, and veterinary officers: 
promotion to captain, major, or 
lieutenant colonel; professional 
examination, 

8303. Commissioned officers: effect of 
failure of promotion to captain, 
najor, or lieutenant colonel. 

8304. Commissioned officers; Air Force 
nurses and women medical 
specialists: promotion to first 
lieutenant, captain, major, lieu- 
tenant colonel, or colonel, 

8305. Commissioned officers: promotion 
to colonel. 

8306. Commissioned officers: promo- 
tion to brigadier general. 

8307. Commissioned officers: promo- 
tion to major general. 

8308. Commissioned officers: effect of 
removal from recommended 
list by President or failure of 
confirmation by Senate 

8309. Commissioned officers: physical 
examination for promotion. 


8310. Warrant officers: original ap- 
pointment; qualifications. 
8312. Officers: acceptance of promo- 


tion. 

8313. Suspension of laws for promotion 
or mandatory retirement or 
separation during war or emer- 
gency. 


Section 8888 of title 10, United 
States Code. 

§8888. Computation of years of 
service: mandatory retire- 
ment; reqular commis- 
sioned officers 

For the purpose of computing 
the retired pay of a commissioned 
officer of the Regular Air Force 
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‘8304. Commissioned officers; Air Force 
nurses and women medical 
specialists: promotion to first 
lieutenant, captain, major, 
lieutenant colonel, or colonel.” 


(15) Section 8888 is amended— 
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retired under section 8883, 8884, 
8885, or 8886 of this title, his years 
of service are the greater of— 
(1) the years of service 
credited to him in computing 
his basic pay; or 
(2) his years of service com- 
puted under clause (A), (B), 
(C), (D), or (E), whichever 
applies: 
(A) For an officer of the 
Regular Air Force appointed 
in the Regular Army or the 
Regular Air Force before Jan- 
uary 1, 1948, under the Act 
of December 28, 1945, ch. 601, 
59 Stat. 663, the service 
credited to him under that 
act at the time of his appoint- 
ment, plus his years of active 
commissioned service in the 
Regular Army and the Reg- 
ular Air Force after that 
appointment. 
(B) For an officer appointed 
in the Regular Air Force 
under section 308 of the 
Women’s Armed Services In- 
tegration Act of 1948, 62 
Stat. 373, the service credited 
to her under that section at 
the time of her appointment 
plus her years of active com- 
missioned service in the Regu- 
lar Air Force after that ap- 
pointment. 
(A) by inserting the following 
new clause after clause (2) (B): 
“(C) For an Air Force nurse 
or medical specialist, the period 
of service credited to her under 
the Army-Navy Nurses Act of 
1947, as amended, or credited to 
her under section 8287 (b) of 
this title at the time of her ap- 
pointment, plus her years of 
active commissioned service in 
the Regular Air force after her 
appointment in the Regular Air 
Force.” 
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(C) For a reserve judge ad- 
vocate appointed in the Reg- 
ular Army in the grade of 
captain in the Judge Advo- 
cate General’s Department 
under section 24e of the 
National Defense Act, as 
amended, 53 Stat. 558— 

(i) his years of active 
commissioned service in the 
Army after becoming 21 
vears of age, after Decem- 
ber 7, 1941, and before the 
date of that appointment; 
or 

(ii) the number of days, 
months, and years by which 
his age at the time of that 
appointment exceeded 25 
years; 

whichever is greater, plus his 

years of active commissioned 

service in the Regular Army 
and the Regular Air Force 
after that appointment. 

(D) For an officer of the 
Regular Air Force appointed 
in the Regular Army or the 
Regular Air Force before De- 
cember 31, 1947, other than 
an officer covered by clause 
(A) or (C), the sum of— 

(i) his years of active com- 
missioned service in the Regu- 
lar Army and the Regular Air 
Force after that appointment; 
and 

(ii) his years of active com- 
missioned service in the Army 
and the Air Force after becom- 
ing 21 years of age and after 
December 7, 1941, under any 
earlier appointment. 

(E) For an officer of the 
Regular Air Force appointed 
in the Regular Army or the 
Regular Air Force after De- 
eember 31, 1947, other than 
an officer covered by clause 
(B), the sum of— 

(i) his years of active 
commissioned service in the 
Regular Army and the 


THE BILL 


(B) by striking out in present 
clause (2) (D) the words (A) or 
(C)” and inserting in place thereof 


the words ‘“(A), (C), or (D)”; 


(C) by striking out in present 
clause (2) (E) the words “clause 
(B)” and inserting in place thereof 
the words “clause (B) or (C)”; 


and 


| 
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Regular Air Force after 
that appointment; and 

(ii) his years of active 
commissioned service in the 
Army and the Air Force 
after becoming 21 years of 
age and after December 31, 
1947, under any earlier 
appointment. 


Chapter 865 of title 10, United 
States Code. 


CHAPTER 865.—RETIREMENT FOR AGE 


Bec. 

8881. Age 50: Regular Air Force nurses 
and women medical specialists 
below major. 

8882. Age 55: Regular Air Force nurses 
and women medical specialists 
above captain. 

8883. Age 60: regular commissioned 
officers below major general. 

8884. Age 60: regular major generals 
whose retirement has been 
deferred. 

8885. Age 62: regular major generals. 

8886. Age 64: regular major generals 
whose retirement has been 
deferred. 

8887. Computation of years of service: 
discretionary retirement; Reg- 
ular Air Force nurses and 
women medical specialists. 

8888. Computation of years of service: 
mandatory retirement; regular 
commissioned officers. 

8889. Computation of retired pay: law 
applicable. 


Section 8915 of title 10, United 
States Code. 


§ 8915. Twenty-five years: female 
majors except those des- 
ignated under section 
8067 of this title 

Unless retired or separated at 
an earlier date, each female officer 
of the Air Force whose regular 
grade is major, except an officer 
designated under section 8067 of 
this title, shall be retired, except 


THE BILL 


(D) by redesignating present 
clauses (C), (D), and (E), as 
“(D)”, “(KE)”, and ee res- 
pectively. 


(16) The analysis of chapter 865 
is amended by striking out the 
following items: 


“8881. Age 50: Regular Air Force 
nurses and women medical 
specialists below major. 

“8882. Age 55: Regular Air Force nurses 
and women medical specialists 
above captain.”; and 


“8887. Computation of years of service: 
discretionary retirement; Reg- 
ular Air Force nurses and 
women medical specialists.”’ 


(17) Section 8915 is amended— 


(A) by inserting “(a)” at the 
beginning thereof; 

(B) by striking out the words 
“section 8067” and inserting in 
place thereof the words “‘section 
8067 (a)—(d) or (g)—(i)”; and 
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as provided by section 47a of 
title 5, on the thirtieth day after 
she completes 25 years of service 
computed under section 8927 (a) 
of this title. 


Section 8916 of title 10, United 
States Code. 


§ 8916. Twenty-eight years: pro- 
motion-list lieutenant 
colonels 

(a) Unless retired or separated 
at an ca:lier date, each promotion- 
list officer in the regular grade of 
lieutenant colonel, except an Air 

Force nurse or &@ woman medical 

specialist, shall be retired, except 

as provided by section 47a of title 

5, on the thirtieth day after he 

completes 28 years of service com- 

puted under section 8927 (a) of 
this title. However, if his name 
is carried on the list of officers 
recommended for appointment to 
the regular grade of colonel, he 
shall be retained on the active 
list while his name is so carried. 


Section 8927 of title 
States Code 


10, United 


§ 8927. Computation of years of 
service: mandatory re- 
tirement; reqular commis- 
sioned officers 
(a) For the purpose of deter- 
mining whether a regular commis- 
sioned officer may be retired under 
section 8913, 8915, 8916, 8919, 


8921, 8922, or 8923 of this title, 
his years of service are: 
(1) For a commissioned officer 
of the Regular Air Force ap- 
pointed in the Regular Army 
or the Regular Air Force before 


THE BILL 


(C) by adding the following 
new subsection at the end thereof: 

“(b) The Secretary of the Air 
Force may defer the retirement 
under this section of any Air 
Force nurse or medical special- 
ist in the regular grade of major 
until the thirtieth day after she 
completes 28 years of service 
computed under section 8927 (a) 
of this title.” 


(18) Section 8916 (a) is amended 
by striking out the words, “except 
an Air Force nurse or a woman 
medical specialist,”’. 


(19) Section 
amended— 


8927 (a) is 
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January 1, 1948, under the Act 
of December 28, 1945, ch. 601, 
59 Stat. 663, the service credited 
to him under that act at the 
time of his appointment, plus 
his years of active commissioned 
service in the Regular Army 
and the Regular Air Force after 
that appointment. 

(2) For a commissioned officer 
appointed in the Regular Air 
Force under section 308 of the 
Women’s Armed Services Inte- 
gration Act of 1948, 62 Stat. 
373, the service credited to her 
under that section at the time 
of her appointment, plus her 
years of active commissioned 
service in the Regular Air Force 
after that appointment. 


(3) For a reserve judge advo- 
cate appointed in the Regular 
Army in the grade of captain 
in the Judge Advocate Gen- 
eral’s Department under section 
24e of the National Defense 
Act, as amended, 53 Stat. 558— 

(A) his years of active 
commissioned service in the 
Army after becoming 21 
years of age, after Decem- 
ber 7, 1941, and before the 
date of that appointment; 
or 

(B) the number of days, 
months, and years by which 
his age at the time of that 
appointment exceeded 25 
years; 


THE BILL 


(A) by inserting the following 


new clause after clause (2): 


(3) For an Air Force nurse 
or medical specialist, the period 
of service credited to her under 
the Army-Navy Nurses Act of 
1947, as amended, or credited 
to her under section 8287 (b) of 
this title at the time of her 
appointment, plus her years of 
active commissioned service in 
the Regular Air Force after her 
appointment in the Regular Air 
Force.”’ 
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whichever is greater, plus his 
years of active commissioned 
service in the Regular Army 
and the Regular Air Force after 
that appointment. 

(4) For a commissioned officer 
of the Regular Air Force ap- 
pointed in the Regular Army 
or the Regular Air Force before 
December 31, 1947, other than 
an officer covered by clause (1) 
or (3), the sum of— 

(A) his years of active com- 
missioned service in the Regu- 
lar Army and the Regular 
Air Force after that appoint- 
ment; and 

(B) his years of active com- 
missioned service in the Army 
and the Air Force after be- 
coming 21 years of age and 
after December 7, 1941, under 
any earlier appointment. 

(5) For a commissioned offi- 
cer of the Regular Air Force 
appointed in the Regular Army 
or the Regular Air Force after 
December 31, 1947, other than 
an officer covered by clause (2), 
the sum of— 

(A) his years of active com- 
missioned service in the Reg- 
ular Army or the Regular 
Air Force after that appoint- 
ment; and 

(B) his years of active com- 
missioned service in the Army 
or the Air Force after becom- 
ing 21 years of age and after 
December 31, 1947, under 
any earlier appointment. 


THE BILL 


(B) by striking out in present 
clause (4) the words ‘‘(1) or (3)” 
and inserting in place thereof the 
words ‘(1)’, (3), or (4); 


(C) by striking out in present 
clause (5) the words ‘‘clause (2)” 
and inserting in place thereof the 
words “clause (2) or (3)”; and 


(D) by’ redesignating present 
clauses (3), (4), and (5) as “(4)”, 
“(5)”, and “(6)”, respectively. 








YY? 
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Chapter 867 of title 10, United 


States Code 


CHAPTER 867.—RETIREMENT FOR LENGTH 


Ses. 

8911. 
8912. 
8913. 
8914. 


8915. 


8916. 


8917. 
8918. 
8919. 


8920. 


8921. 
8922. 


8923. 
8924. 
8925. 


8926. 


8927. 


8928. 


8929. 


OF SERVICE 


Twenty years or more: regular or 
reserve commissioned officers. 
Twenty years or more: Regular 
Air Force nurses and women 

medical specialists. 

Twenty years or more: deferred 
officers not recommended for 
promotion. 

Twenty to thirty years: regular 
enlisted members. 

Twenty-five years: female majors 
except those designated under 
section 8067 of this title. 


Twenty-eight years: promotion- 
list lieutenant colonels, 

Thirty years or more: regular en- 
listed members. 

Thirty years or more: regular 
commissioned officers, 

Thirty years or more: regular 
commissioned officers; excessive 
number, 

More than thirty years: profes- 
sors of the United States Air 
Force Academy. 

Thirty years or five years in 
grade: promotion-list colonels. 

Thirty years or five years in 
grade: regular brigadier gen- 
erals. 

Thirty-five years or five years in 
grade: regular major generals, 
Forty years or more: Air Force 

officers. 

Computation of years of service; 
voluntary retirement; regular 
enlisted members. 

Computation of years of service: 
voluntary retirement; regular 
and reserve commissioned offi- 
cers. 

Computation of years of service: 
mandatory retirement; regular 
commissioned officers. 

Computation of years of service: 
voluntary retirement; regular 
Air Force nurses and women 
medical specialists. 

Computation of retired pay: law 
applicable. 


THE BILL 


(20) The analysis of chapter 
867 is amended— 

(A) by striking out the following 
items: 


“8912. Twenty years or more: Regular 
Air Force nurses and women 
medical specialists.’’; 


“8915. Twenty-five years: female ma- 
jors except those designated 
under section 8067 of this 
title.”’: and 


‘8928. Computation of years of service: 
voluntary retirement; regu- 
lar Air Force nurses and 
women medical specialists.’’; 
and 


(B) by inserting the following 
new item: 


“8915. Twenty-five years: female ma- 
jors except those designated 
under section 8067 (a)-—(d) or 
(g)—(i) of this title.” 
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(21) Section 8991 is amended— 
(A) by striking out formula “A” 
of the table therein; and 
(B) by redesignating formulas 
(mM)? ‘ 19? «<Ty?? cet 
Br pe yet “cc Db’ , and ‘é ol -” 
‘ 
A”, “B”, “C” and “D”, te 
spectively. 
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Sec. 3881. Age 50: regular com- 
missioner officers below major; 
Army Nurse Corps and Wom- 
en’s Medical Specialist Corps. 

The Secretary of the Army may 
retire a commissioned officer of the 
Army Nurse Corps or Women’s 
Medical Specialist Corps— 

(1) whose regular grade is 
below major; 

(2) who has at least 20 years 
of service computed under sec- 
tion 3887 of this title; and 

(3) who is at least 50 years of 
age. 

Sec. 3882. Age 55: regular com- 
missioned officers above captain; 
Army Nurse Corps and Women’s 
Medical Specialist Corps. 

The Secretary of the Army may 
retire an officer of the Army 
Nurse Corps or Women’s Medical 
Specialist Corps— 

(1) whose regular grade is 
above captain; 


THE BILL 


TITLE IV 


Sec. 401. Title 
States Code, is 
follows: 

(1) Sections 3881, 3882, 3887, 
3912, 3928, 8291, 8298 (c), 8299 
)h), 8304, 8881, 8882, 8887, 8912, 
and 8928 are repealed. 


10, United 
amended as 
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(2) who has at least 20 years 
of service computed under sec- 
tion 3887 of this title; and 

(3) who is at least 55 years of 
age. 

See. $887. Computation of years of 
service: discretionary retire- 
ment; regular commissioned 
officers; Army Nurse Corps 
and Women’s Medical Spe- 
cialist Corps. 

For the purpose of determining 
whether a commissioned officer of 
the Army Nurse Corps or the 
Women’s Medical Specialist Corps 
may be retired under section 3881 
or 3882 of this title, and of com- 
puting her retired pay under sec- 
tion 3991 of this title, her years of 
service are computed by adding— 

(1) all active service; and 

(2) all other service in the 
Navy or Marine Corps that may 
be credited in determining the 
eligibility of an officer of the 
Navy or Marine Corps for re- 
tirement. 

Sec. 3912. Twenty years or more: 
regular commissioned officers; 
Army Nurse Corps and Wom- 
en’s Medical Specialist Corps. 

The Secretary of the Army may, 
upon the officer’s request, retire a 
commissioned officer of the Regu- 
lar Army in the Army Nurse Corps 
or Women’s Medical Specialist 
Corps who has at least 20 years of 
service computed under section 
3928 of this title. 


Sec. 3928. Computation of years 
of service; voluntary retire- 
ment; regular commissioned 
officers; Army Nurse Corps 
and Women’s Medical Spe- 
cialist Corps. 

For the purpose of determining 
whether a commissioned officer of 
the Army Nurse Corps or the 
Women’s Medical Specialist Corps 
may be retired under section 3912 
of this title, and of computing her 
retired pay under section 3991 of 
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this title, her years of service are 

computed by adding— 

(1) all active service; and 

(2) all service in the Navy or 
Marine Corps that may be cred- 
ited in determining the eligibil- 
ity of an officer of the Navy or 
Marine Corps for retirement. 

Sec. 8291. Commissioned officers; 
Air Force nurses and women 
medical specialists: original 
appointment; additional 
qualifications, grade. 

(a) An original appointment in 
the Regular Air Force with a view 
to designation as an Air Force 
nurse or woman medical specialist 
may be made in the grade of— 

(1) second lieutenant, from 
women who on the date of nomi- 
nation have not passed their 
twenty-seventh birthday and 
who are not qualified for appoint- 
ment in the grade of first lieu- 
tenant under clause (2); and 

(2) first lieutenant, from wom- 
en who on the date of nomina- 
tion have not passed their 
thirtieth birthday. 

The maximum ages specified in 

this subsection are increased by 

the period of active commissioned 
service in the armed forces after 

December 31, 1947, but not by 

more than five years. 

(b) To be eligible for appoint- 
ment under this section with a 
view to designation as a nurse, @ 
woman must be a graduate of a 
hospital or university training 
school and a registered nurse. 

Sec. 8298. Commissioned officers: 
promotion to first lieutenant; 
effect of failure of promotion. 

(c) This section does not apply 
to Air Force nurses and women 
medical specialists. 

Sec. 8299. Commissioned officers: 
promotion to captain, major, 
or lieutenant colonel. 
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(h) This section does not apply 
to Air Force nurses and women 
medical specialists. 

Sec. 8304. Commissioned officers; 
Air Force nurses and women 
medical specialists: promo- 
tion to first lieutenant, cap- 
tain, major, lieutenant colonel, 
or colonel. 

(a) Commissioned officers of the 
Regular Air Force designated as 
Air Force nurses and women med- 
ical specialists shall be promoted 
to the regular grade of first lieuten- 
ant upon completing the service 
prescribed for promotion to that 
grade under section 8298 of this 
title. 

(b) Commissioned officers of 
the Regulaar Air Force designated 
as Air Force nurses and women 
medical specialists shall be pro- 
moted to the regular grade of 
captain or eliminated from the 
active list in the manner prescribed 
in sections 8299, 8300, and 8303 of 
this title. 

(c) Under regulations to be 
prescribed by the Secretary of the 
Air Force, commissioned officers 
of the Regular Air Force desig- 
nated as Air Force nurses and 
women medical specialists shall 
be promoted to the regular grades 
of major, lieutenant colonel, or 
colonel, by selection, to fill vacan- 
cies in those grades. 

Sec. 8881. Age 50: Regular Air 
Force nurses and women med- 
ical specialists below major. 

The Secretary of the Air Force 
may retire an Air Force nurse or a 
woman medical specialist— 

(1) whose regular grade is 
below major; 

(2) who has at least 20 years 
of service computed under sec- 
tion 8887 of this title; and 

(3) who is at least 50 years 
of age. 
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Sec. 8882. Age 55: Regular Air 
Force nurses and women med- 
ical specialists above captain. 

The Secretary of the Air Force 
may retire an Air Force nurse or a 
woman medical specialist— 

(1) whose regular grade is 
above captain; 

(2) who has at least 20 years 
of service computed under sec- 
tion 8887 of this title; and 

(3) who is at least 55 years 
of age. 

Sec. 8887. Computation of years of 
service: discretionary retire- 
ment; Regular Air Force 
nurses and women medical 
specialists. 

For the purpose of determining 
whether an Air Force nurse or a 
woman medical specialist may be 
retired under section 8881 or 8882 
of this title, and of computing her 
retired pay under section 8991 of 
this title, her years of service are 
computed by adding— 

(1) all active service; and 
(2) all other service in the 

Navy or Marine Corps that 

may be credited in determin- 

ing the eligibility of an officer 
of the Navy or Marine Corps 

_ for retirement. 

Sec. 8912. Twenty years or more: 
Regular Air Force nurses and 
women medical specialists. 

The Secretary of the Air Force 
may, upon the officer’s request, 
retire an Air Force nurse, or a 
woman medical specialist, of the 
Regular Air Force who has at 
least 20 years of service computed 
under section 8928 of this title. 


Sec. 8928. Computation of years 
of service: voluntary retire- 
ment; Regular Air Force 
nurses and women medical 
specialists. 
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For the purpose of determining 
whether an Air Force nurse or a 
woman medical specialist may be 
retired under section 8912 of this 
title, and of computing her retired 
pay under section 8991 of this 
title, her years of service are com- 
puted by adding— 

(1) all active service; and 
(2) all service in the Navy or 

Marine Corps that may be 

credited in determining the eli- 

gibility of an officer of the Navy 
or Marine Corps for retirement. 


O 


THE BILL 
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AUTHORIZING THE SECRETARIES OF THE MILITARY 
DEPARTMENTS TO FURNISH STEVEDORING AND 
OTHER SERVICES TO COMMERCIAL VESSELS 


Fesrvary 19, 1957.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Doytez, from the Committee on*Armed Services, submitted the 
following 


REPORT 


(To accompany H. R. 2797] 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 2797) to amend title 10, United States Code, to authorize the 
Secretary of a military department to furnish stevedoring and termi- 
nal services and facilities to commercial steamship companies, and for 
other purposes, having considered the same, report favorably thereon 
with amendments and recommend that the bill, as amended, do pass, 

The amendments are as follows: 

Page 1, line 7, strike “ “Notwithstanding any other provision of 
law” and insert in lieu thereof “ “Notwithstanding the provisions of 
Section 3678 of the Revised Statutes (31 U.S. C. 628)”. 

Page 2, lines 1 and 2, strike “commercial steamship companies 
engaged in” and insert “vessels”. 


EXPLANATION OF AMENDMENTS 


First amendment 


The insertion of the reference to section 3678 of the Revised Statutes 
in lieu of the general language which appeared in the bill is to 
indicate the specific provision of law which now renders doubtful 
the legal authority to perform the services contemplated by this bill. 
Section 3678, Revised Statutes, reads as follows: 


Except as otherwise provided by law, sums appropriated 
for the various branches of expenditure in the public service 
shall be applied solely to the objects for which they are 
respectively made, and for no others. 


86006 
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Second amendment 


The insertion of the word “‘vessels’”’ in place of ‘‘commercial steam. 
ship companies” is to make entirely clear that the bill has application 
only to the particular vessels which are carrying cargo and passengers 
sponsored by the military department and has no applic ation to other 
vessels under the same ownership which are not so engaged. 


PURPOSE OF THE BILL 


The purpose of this legislation is to authorize the military depart- 
ments to furnish stevedoring and terminal services to commercial 
steamship companies engaged in carrying cargo sponsored by the 
Department of Defense and to permit payments for such services to be 
reimbursed to the appropriation or fund initially charged. 


BACKGROUND OF THE BILL 

Current practice 

The Department of the Navy has been furnishing such services to 
commercial steamship companies but has required advance deposits 
sufficient to cover the cost of such services. However, the Depart- 
ment of the Navy has found that in most cases it is not feasible to 
request an advance of funds to cover the cost of such services since 
the extent of the services required varies considerably under this 
circumstance and cannot be predicted in advance for any particular 
shipment. At the time the services are rendered by the military 
departments the Government is indebted to the individual companies 
many times over and above the value of the services performed by 
the departments for the companies. 
Only Department of Defense cargo involved 

The services performed by the military departments for which 
collection is made from the steamship companies are services that 
are required for the transportation of Department of Defense cargo 
and passengers. In all cases they are directly related to and necessary 
for the transportation of supplies and personnel for which the Depart- 
ment of Defense is responsible and are a necessary corollary to the 
military departments general authority to provide for the transporta- 
tion of its supplies and personnel. 


Need for services 


Commercial steamship companies require certain terminal services 
in carrying out their shipping contracts, charters, and bills of lading. 
The cost of these services at their own terminals is included in the 
ocean transportation rates negotiated and paid by the Military Sea 
Transportation Service and, in turn, is ultimately charged against the 
applicable appropriations of the military departments available for 
ocean transportation. In many cases, however, the cargo is loaded 
onto or discharged from the commercial vessels at terminals or depots 
of the military departments at which the necessary services for the 
vessels must be provided by the military departments concerned, 
either directly or through their stevedoring contractors. 


Lack of commercial sources 


The services to these vessels are not furnished by the military de- 
partments except in instances where it is impracticable or contrary to 
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the interest of the Government to require the steamship company to 
obtain them for commercial sources. These services are properly 
chargeable to the commercial steamship company because the ocean 
transportation rates negotiated by the Military Sea Transportation 
Service with the steamship company are based on these services being 
at the expense of the steamship companies. 


EXAMPLE OF NEED FOR LEGISLATION 


Quite frequently the scope of the services which may be furnished 
for the convenience of the carrier may not be ascertainable in time 
to obtain an advance collection during the normal business week. 
For example, based on best estimates a carrier may deposit $1,000 for 
services which would be sufficient to cover services furnished on a 
Thursday or Friday. However, owing to bad weather or other delays 
at a prior port of loading the vessel may not dock until Saturday and 
therefore require services throughout Saturday and Sunday. All 
hours involve overtime premium payment. The $1,000 originally 
deposited may not be sufficient to reimburse the Government for all 
cost incurred and it is necessary to contact the carrier for the purpose 
of supplementing the advance deposit based on a new estimate of 
cost. Normally the administrative office of steamship companies is 
closed on Saturday and Sunday and it is usually impossible to obtain 
additional funds over the weekend. Under existing laws it is necessary 
for the Navy to terminate shiploading operations when the amount 
deposited in special accounts have been expended. At this point lack 
of funds on deposit prevents the Government from fulfilling its obli- 
gations to the vessel under the terms of space shipping contracts. 


FISCAL DATA 


Enactment into law of this measure will not invo:ve tiie expenditure 
of any Federal funds. 
DEPARTMENTAL DATA 


H. R. 2797 is a part of the legislative program for the Department of 
Defense for the 85th Congress as is evidenced by letter dated January 
8, 1957, from Acting Secretary of the Navy Thomas S. Gates, Jr., 
which is set out below and made a part of this report. 


DEPARTMENT OF THE Navy, 
OPrFICE OF THE SECRETARY, 
Washington, D. C., January 8, 1957. 
Hon. Sam Raysurn, 
Speaker of the House of Representatives, 
Washington, D. C. 

My Dear Mr. Speaker: There is enclosed herewith a draft of 
legislation to amend title 10, United States Code, to authorize the 
Secretary of a military department to furnish stevedoring and ter- 
minal services and facilities to commercial steamship companies, and 
for other purposes. 

This proposed legislation is part of the Department of Defense 
legislative program for 1957. The Bureau of the Budget has advised 
that there is no objection to the presentation of this proposal for the 
consideration of the Congress. The Department of the Navy has 
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been designated as the representative of the Department of Defense 
for this legislation. It is recommended that this proposal be enacted 
by the Congress. 

PURPOSE OF THE LEGISLATION 


The purpose of this legislation is to authorize the militery depart- 
ments to furnish stevedoring and terminal services to commercial 
steamship companies engaged in carrying cargo sponsored by the 
Department of Defense and to permit payments for such services to 
be reimbursed to the appropriation or fund initially charged. 

Under certain circumstances, the Department of the Army has 
furnished such services at its expense and credited payments received 
therefor to the appropriation affected. The Department of the Navy 
also furnishes such services but requires the steamship companies 
to make an advance deposit sufficient to cover the cost of such services. 
However, the Department of the Navy has found that in most cases 
it is not feasible to require an advance to cover the cost of such 
services, since the extent of the services required varies considerably 
under different circumstances and cannot be predicted in advance 
for any particular shipment. 

The services performed by the military departments for which 
collection is made from the steamship companies are services that are 
required for the transportation of Department of Defense cargo and 
passengers. In all cases they are directly related to and necessary 
for the transportation of supplies and personnel for which the Depart- 
ment of Defense is responsible and are a necessary corollary to the 
military department’s general authority to provide for the transpor- 
tation of its supplies and personnel. 

Commercial steamship companies require certain terminal services 
in carrying out their shipping contracts, charters, and bills of lading. 
The cost of these services is included in the ocean transportation 
rates negotiated and paid by Military Sea Transportation Service and, 
in turn, is ultimately charged against the sontcakla appropriations 
of the military departments available for ocean transportation. In 
many cases, however, the cargo is loaded onto or discharged from the 
commercial vessels at terminals or depots of the military departments 
at which the necessary services for the vessels must be provided by 
military departments concerned, either directly or through their 
stevedore contractors. These vessels services are not furnished by 
military departments except in instances where it is impracticable or 
contrary to the interest of the Government to require the steamship 
company to obtain them from commercial sources. These services 
are properly chargeable to the commercial steamship company, be- 
cause the ocean transportation rates negotiated by Military Sea 
Transportation Service with the steamship company are based on 
these services being at the expense of the steamship company. 

Enactment of the proposed legislation would authorize the military 
departments to provide these services and to credit such payments 
therefor to the appropriation or fund concerned. 
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AUTHORIZE STEVEDORING SERVICES TO COMMERCIAL VESSELS § 


COST AND BUDGET DATA 


Inasmuch as the proposed legislation provides that funds received 


would be reimbursed to the appropriation or fund initially charged, 
this legislation would cause no increase in the budgetary requirements. * 


Sincerely yours, 
Tuomas S. Gartzs, Jr., 
Acting Secretary of the Navy. 


CHANGES IN EXISTING LAW 


In compliance with clause 3, of rule XIII of the Rules of the House 


of Representatives, there is herewith printed in parallel columns the 


text of provisions of existing laws which would be repealed or amended 
by the various provisions of the bill. 


EXISTING LAW THE BILL 
(Title X, United States Code) 
” * * * oe 


Sec. 2632. Transportation to and 
from certain places of employ- 
ment 

ok * + * . 


(c) To provide transportation 
under subsection (a), the depart- 
ment may— 

* + os + * 


(d) Fares received under sub- 
section (a), and proceeds of the 
leasing or chartering of equipment 
under subsection (c) (3), shall be 
covered into the Treasury as mis- 
cellaneous receipts. 

* A - * + * 


That title 10, United States Code, 
is amended by inserting the fol- 
lowing new section after section 
2632: 

“‘§$ 2633. Terminal services, furnish 
to commercial steamship com- 
panies 
‘‘Notwithstanding any other 

provision of law, the Secretary of a 

military department, under such 

regulations as he may prescribe, 
may furnish stevedoring and ter- 
minal services and facilities at fair 
and reasonable rates to commercial 
steamship companies engaged in 
carrying cargo and passengers 
sponsored by his department. 
Collections received for such serv- 
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EXISTING LAW 


Src. 2661. Planning and construc- 
tion of public works projects by 
military departments 
The Secretary of Defense shall 

maintain direct surveillance over 

the planning and construction of 

public works projects by the mili- 

tary departments. ‘The Secretary 

shall keep currently and fully in- 
formed of the status, progress, and 
cost of, and other pertinent mat- 
ters concerning, those projects. 

* * * * * 
Section 


3678, Revised Statutes 


(31 U.S. C. 628) 


Except as otherwise provided by 
law, sums appropriated for the 
various branches of expenditure in 
the public service shall be applied 
solely to the objects for which they 
are respectively made, and for no 
others. 


O 





ICES TO COMMERCIAL VESSELS 


THE BILL 


ices and facilities shall be reim- 
bursed to the appropriation or 
fund initially charged.” 

Sec. 2. The analysis of chapter 
157, title 10, United States Code, 
is amended by inserting the follow- 
ing item: 

“2633. Terminal Services, furnish 
to commercial steamship com- 
panies.” 
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AUTHORIZING THR COMMITTEE ON MERCHANT MARINE AND 
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Fepruary 20, 1957.—Referred to the House Calendar and ordered to be printed 





Mr. O’Netit, from the Committee on Rules, submitted the following 


REPORT 


(To accompany H. Res. 149] 


The Committee on Rules, having had under consideration House 
Resolution 149, report the same to the House with the recommendation 
that the resolution do pass, with the following amendment: 

Page 2, line 14, after the word “places” strike out the comma and 
add the words “within the United States, its Territories and posses- 
sions,’”’. 


O 
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PROVIDING FOR THE RELIEF OF CERTAIN FEMALE 
MEMBERS OF THE AIR FORCE 


Fresrvuary 20, 1957.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed. 


Mr. Dawson of Illinois, from the Committee on Government Opera- 
tions, submitted the following 


REPORT 


[To accompany H. R. 3028] 


The Committee on Government Operations, to whom was referred 
the bill (H. R. 3028) to provide for the relief of certain female members 
of the Air Force, and for other purposes, having considered the same, 
report favorably thereon without amendment and recommend that 
the bill do pass. 

SUMMARY OF PROVISIONS 


This bill validates payments of basic allowances for quarters which 
were made to female members of the Air Force whose husbands were 
also members of a uniformed service and were stationed at the same or 
adjacent installations. The payments involved were made because 
family-type Government quarters were not available and because the 
Department of the Air Force did not assign those female members to 
available single-type quarters. Any female member who has repaid 
an amount so paid to her will be entitled to be paid back that sum out 
of appropriations available to the Department of the Air Force for 
pay and allowances. 

The bill also directs the Comptroller General to relieve disbursing 
officers of the Army, Navy, and Air Force from accountability or 
responsibility for these payments and to allow credits in the settle- 
ment of the accounts of those officers or agents for payments which are 
free from fraud and collusion. 


GENERAL STATEMENT 


‘This bill was submitted to the Speaker by the Department of the 
Air Force with the concurrence of the Bureau of the Budget and 
referred to the Committee on Government Operations. 


86006 
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The purpose of the legislation is to validate approximately 1,500 
payments of basic allowance for quarters to female members of the 
Air Force whose husbands were also members of the uniformed sery- 
ices. The payments were made in amounts totaling approximately 
$440,000 during a period of 3 years prior to April 12, 1954,’ under the 
following circumstances: The basic allowance for quarters was paid 
to a female member, if her husband and she were stationed at the 
same or adjacent installations. if family-type quarters were not avail- 
able, and if the base commander, in accordance with Air Force regu- 
lations pertinent at that time, determined that it was not in the best 
interests of the service to assign the female mew ber to available single- 
type quarters. These payments were ruled improper by the Comp- 
troller General. 

Section 302 of the Career Compensation Act of 1949 (63 Stat. 812, 
as amended, 37 U.S. C. 252) provides authority for the payment of 
basic allowance for quarters to members of the uniformed services. 
The law, in pertinent part, states that members of the uniformed serv- 
ices entitled to receive basic pay shall be entitled to receive basic allow- 
ance for quarters except where a member is assigned to public quarters 
appropriate to his rank, grade, or rating and adequate for himself and 
dependents, if with dependents. Section 302 (e) of the Career Com- 
pensation Act provides that ‘The President may prescribe regulations 
for the administration of this section. * * *”’ On January 15, 1951, 
the President caused to be published Executive Order No. 10204 
(16 F. R. 417), prescribing regulations governing the payment of basic 
allowances for quarters which became effective February 1, 1951. 
Paragraph 6 of the executive order authorized the Secretaries of the 
departments concerned to prescribe supplementary regulations for 
carrying out the purpose of the Executive order. 

On March 2, 1951, the then Personnel Policy Board of the Depart- 
ment of Defense addressed a memorandum to the Secretaries of the 
Army, Navy, and Air Force (see appendix A) stating in detail provi- 
sions for payment of basic allowance for quarters. In part, this 
memorandum stated that a female member married to another 
“inservice”? member had no entitlement to single quarters allowance 
unless single quarters were not available for assignment to her. The 
Army and Navy adopted these provisions immediately, but the Air 
Force did not. The determination of the Personnel Policy Board 
was not construed by the Air Force to be directive in nature nor a 
final policy approved by the Secretary of Defense. The Department 
of the Air Force continued policies already in effect, which were to 
authorize payment to both male and female members so circum- 
stanced, regardless of the availability of single-type quarters. Supple- 
mental regulations were issued in March and August of 1951, further 
clarifying and outlining Air Force policy, under the authority con- 
tained in paragraph 6 of Executive Order 10204. Under these regula- 
tions base commanders were authorized to assign appropriate quarters 
to members of the uniformed services or to issue certificates that quar- 
ters were not available or that it was impracticable for quarters to be 
furnished by the Government. In the regulations base commanders 


' During the hearings before the Subcommittee on Executive and Legislative Reorganization, Brig. Gen. 
Richard L. Scott, Deputy Director of Accounting and Finance, Department of the Air Force, testified that 
“about 1,500 payments, averaging $280 each and totaling approximately $440,000, were made to these female 
members of the Air Force during the 3 years prior to April 16, 1954. Over 95 percent of these payments 
were made to enlisted personnel.” 
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were encouraged to permit married members of the uniformed services 
to reside in either on or off base family-type quarters, 

In the cases to be covered by this legislation the Air Force base 
commanders certified that, notwithstanding the availability of single- 
type quarters for female members, the best interests of the service 
would not be served by assigning single-type quarters to a female 
member who was stationed at the same or adjacent base as her 
husband. These determinations and the regulations pursuant to 
which they were made constituted the implementation of what was 
contended to be a considered Air Force policy to emphasize on the one 
hand the disadvantages from the standpoint of morale that would 
result from the assignment of single-type quarters and, on the other 
hand, the advantages to follow from treating a married couple as a 
family unit and of affording them an opportunity of establishing and 
maintaining ahome. In practice, therefore, the Air Force adopted and 
followed a policy differing from the policy followed by either the Army 
or the Navy. 


On the basis of certifications made by base commanders pursuant 
to the regulations, finance officers made payments to the female 
members of the basic allowance for quarters. However, during the 
latter part of the period involved, decisions of the Comptroller General 
first cast doubt on and then specifically denied the validity of the 
payments. In Decision’ B-113008 of February 20, 1953 (see ap- 
pendix B), it was held that a married officer of the Women’s Army 
Corps whose husband was not her “dependent” as such term is 
defined by applicable statutory provisions is not entitled to be paid 
basic allowance for quarters, as an officer without dependents when 
adequate single quarters were available at her station but were not 
occupied for personal reasons. In Decision B-117268, dated January 
7, 1954, the Comptroller General held that basic allowance for quarters 
was not payable to a female member married to another member of 
the uniformed services unless single-type quarters were not available 
for her assignment. On April 16, 1954, the Department of Defense 
Directive No. 1338.1 was issued (see appendix C), specifically pro- 
hibiting a payment of basic allowance for quarters to female members 
married to other members of the uniformed services unless single-type 
quarters were not available for occupancy. The Department of the 
Air Force implemented this directive immediately. However, as a 
result of payments made prior to publication of that directive, ap- 
proximately 1,500 exceptions totaling approximately $440,000 have 
been raised in the accounts of Air Force finance officers by the General 
Accounting Office. 

The female personnel involved applied for payment of the basic 
allowance for quarters in reliance on statements of official policy em- 
bodied in Air Force regulations. They accepted in good faith pay- 
ments made by finance officers who were also acting in accordance 
with the Air Force regulations in effect at the time. Any fault, there- 
fore, lies not with the female members involved but with the Depart- 
ment of the Air Force. If this legislation is not enacted it will be 
necessary to attempt to recover the payments made from all female 
members involved. Collection action has been commenced against 
those female members who have separated or are separating from the 
service. 
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During the hearings, the Air Force reported that only $8,802.90 
had been collected to date from those who had already left the service. 
The Department had certified $189,000 to the General Accounting 
Office as the amount that those who had been billed had refused to 
pay. It was asserted that considerable paperwork would be involved 
in the attempt to recoup these funds whieh, in turn, would give rise 
to extra expenditures. 

The Air Force contends that at the time the memorandum of the 
Personnel Policy Board was issued on March 2, 1951, it was not clear 
that this was a directive and further that even if it was a directive it 
was not clear that the Secretary of Defense had the authority to issue 
it. The memorandum stated a policy which the Air Force claimed 
was contrary to its policy as contained in regulations published by 
the Air Force under authority of Executive Order 10204. It was 
asserted during the hearings that a letter was addressed to the Secre- 
tary of Defense stating the nonconcurrence of the Air Force in the 
new policy and requesting reconsideration. No reply was received 
from the Secretary of Defense. But under questioning by the sub- 
committee it was revealed that no copy of the letter to the Secretary 
of Defense was available, apparently having been lost. The sub- 
committee was also unable to find out who initiated the decision to 
go counter to the Personnel Policy Board’s memorandum and how 
this decision was made. In fact, some of the circumstances of this 
matter are enveloped in a mystery. 

This bill will cause no increase in budgetary requirements within 
the Department of Defense. As previously indicated, payments in 
the amount of approximately $440,000 have heretofore been made. 
Section 3 of the proposed legislation would authorize repayment to 
those members who have been required to make a refund of payments 
made during the period involved. Such repayments will be absorbed 
within appropriations available to the Department of the Air Force 
for payment of basic allowance for quarters for military personnel. 

This bill does not create any rights or equities for simifer payments 
to members of the Army, Navy, or Marine Corps, or any one in the 
military service other than those specifically described in the bill. 

The Comptroller General informed the committee that he recom- 
mended against favorable consideration of the bill and his reasons are 
set forth in his report. (See appendix D.) 


CONCLUSIONS 


The committee has weighed very carefully the issues involved in 
this legislation and concludes that the bill should be favorably con- 
sidered by the House. 

The committee was moved primarily by the hardship the female 
members and ex-members of the Air Force would suffer if required 
to make repayments to the Government of these allowances for 
quarters. The committee recognizes that these members had every 
reason to believe that these payments were proper and, in fact, they 
were only following the instructions of their superiors. It seems 
unfair to impose such a burden on them at this late date. Most of 
these women were enlisted personnel and were paid only a small 
salary in relation to their service to the country. The morale of the 
service could be affected. 
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In supporting this bill the committee emphatically makes clear that 
it casts no shadow over the opinion of the Comptroller General as to 
the legality of these payments. In fact, the committee believes the 
opinion to be sound. It would be expensive to the Government, 
moreover, to collect these funds, possibly involving a number of law- 
sults. 

As to the Air Force, the committee feels that it should be severely 
censured for disregarding the policy statement of the Personnel Policy 
Board in 1951, although the committee does not hold its present 
officials responsible for this decision. Congress had already decreed 
the unification of the services and the Air Force should have cooper- 
ated in every respect. Instead of continuing its previous policy, the 
Air Force would better have changed to accord with the new policy 
as did the other services and then exercise its right to appeal to the 
Secretary of Defense for reconsideration. This would have avoided 
the necessity for this bill. 

Furthermore, the Air Force should have sought an advance opinion 
from the Comptroller General on the expenditure of these funds. 
Such opinions are readily given by the General Accounting Office. 
Had this exercise of anit prudence been taken, the taxpayers would 
have been saved nearly $500,000. 

The committee, in reporting this bill, directed the chairman to take 
the necessary steps to find out who the responsible parties were at that 
time for this divergence of policy on the part of the Air Force so they 
could be exposed. The committee expressed its displeasure at the 
all-too-frequent instances of resistance to unification still evident 
within the armed services. 


23009°—58 H. Rept., 85-1, vol. 1——36 








APPENDIXES 
AppENDIXx A 


MEMORANDUM OF THE PERSONNEL POLICY BOARD OF THE DEPARTMENT 
OF DEFENSE 
Marcu 2, 1951. 
Memorandum for The Secretary of the Army, The Secretary of the 
Navy, The Secretary of the Air Force. 
Subject: Payment of basic allowances for quarters under various cir- 
cumstances of marriages (M-7E-50). 

The Personnel Policy Board on April 12, 1950, issued a policy con- 
cerning payment of rental and subsistence allowances where women 
personnel are involved. ‘This matter has since been restudied. The 
policy stated below rescinds the memorandum of April 12 and states 
in detail provisions for basic allowances for quarters for all of the 
various combinations of marriage dependency. This policy has been 
framed to meet the legal requirements of the Career Compensation 
Act of 1949, the Dependents Assistance Act of 1950 and at the same 
time to be equitable and just to the members of the Armed Forces 
affected. This policy is approved as an interim policy pending 
approval and enactment of amending legislation to the Career Com- 
pensation Act of 1949 designed to equalize the entitlement to basic 
allowances for quarters for various combinations of marriages. 


Policy statement 

1. Marriages where both parties concerned are members of the uni- 
formed services with no other dependents and are stationed at the 
same or adjacent posts or installations: 

(a) Male enlisted-female enlisted.—Eligibility for assignment to mar- 
ried quarters, or to payment of “‘single’”’ basic allowance for quarters 
in lieu thereof, rests with the male member. Female member has no 
entitlement: (1) to married quarters, nor (2) to “single” quarters 
allowance unless single quarters are not available for assignment to 
her. 

(6) Male officer-female officer.—Eligibility for assignment to mar- 
ried quarters, or to payment of “single” basic allowance for quarters 
in lieu thereof, rests with the male member. Female member has 
no entitlement: (1) to married quarters, nor (2) to “single” quarters 
allowance unless single quarters are not available for assignment to 
her. 

(c) Male enlisted-female officer, or vice versa.—Assignment to mar- 
ried quarters under these circumstances is presumed to be embar- 
rassing to the personnel concerned and it is not considered to be in 
the best interest of the service. Accordingly, such assignments will 
not be made, in lieu thereof certification will be provided for the male 
member to the effect that ‘‘no suitable married quarters are available” 
and entitlement will be established for payment of “single’’ basic 
allowance for quarters. Female member has no entitlement: (1) to 
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married quarters, not (2) to “single ’quarters allowance unless single 
quarters are not available for assignment to her. 

2. Marriages where both parties concerned are members of the 
uniformed services with no other dependents and where such parties 
are precluded by distance from living together: In such cases, both 
parties concerned are to be considered as members without dependents, 

3. Marriages where both parties concerned are members of the 
uniformed services and either or both have dependents other than 
spouse. In all cases, entitlement to married quarters rests with either 
or both and either or both may be entitled to basic allowance for 
quarters provided for members with dependents when no assigned 
quarters depending on dependency status of each of the members. 

4. Marriages where only one party is a member of the uniformed 
services, and there are no other dependents: With respect to female 
members married to civilian husbands, the law does not recognize the 
husband as a dependent unless he is in fact dependent upon the female 
member for more than one-half support. Therefore, the female mem- 
ber would be considered as a member without dependents for the pur- 
pose of assignment to quarters and entitlement to basic allowance for 
quarters unless she has established that her husband is a dependent, 
as defined in section 102 (g) of the Career Compensation Act of 1949, 
as amended. Policies governing male members married to civilians 
are clearly established in existing regulations. 

5. Marriages where only one party is a member of the uniformed 
services and such member has dependents other than spouse: Policies 
governing such cases are established and covered in existing regulations. 

6. This policy shall include members in grades E-4 with less than 
7 years service, E-3, E-2, and E-1 until the termination or repeal of 
the Dependents Assistance Act of 1950 (April 30, 1953). 

J. THomas ScunerpEer, Chairman. 


Apprnpix B 


CompTrRoLteR GENERAL OF THE Untrep Srares, 
Washington, February 20, 1953. 
Ist Lr. Erneen H.. Wititams, WAC, 
Arlington, Va. 

Dear Lieutenant WituiaAms: Further reference is made to your 
letter dated October 29, 1952, and enclosures, acknowledged Decem- 
ber 1, 1952, requesting review of settlement dated September 9, 1952, 
disallowing your claim (No. Z-988214) for basic allowance for quarters 
as an officer without dependents during the period from August 15, 
1951, through February 29, 1952, incident to your service as a second 
lieutenant Womens Army Corps, service No. L1010319. Your claim 
was disallowed for the reason that adequate public quarters were 
available for your occupancy. 

You appear to be of the opinion that because you are married you 
should be assigned married officers’ quarters even though your 
husband is not dependent upon you and that, since public quarters 
are not assigned to you and your husband, you should be paid basic 
allowance for quarters as an officer without dependents even though 
such allowance would be an allowance in lieu of quarters which would 
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be available for your personal occupancy and would be assigned to you 
except for your personal reasons. 

Unless the husband of a married female officer is her “dependent” 
as defined in the controlling statute, she is not entitled as a matter of 
right to be assigned public quarters (even if available) for occupancy 
by herself and her husband. That being the case, the Government’s 
obligat ion was to furnish you quarters adequate for an officer without 
dependents. Such adequate “single’’ quarters are shown to ‘have 
been available at your station for Womens Army Corps officers dur- 
ing the period involved in your claim. 

It has been held on numerous occasions that when adequate public 
quarters are available for occupancy by personnel of the armed serv- 
ices, though not occupied for personal reasons, no authority exists for 
payment of basic allowance for quarters. (See, generally, 23 Comp. 
Gen. 216.) 

Accordingly, the settlement of September 9, 1952, disallowing your 
claim, is sustained. 

Very truly yours, 
Frank L. YATEs, 
Acting Comptroller General 
of the United States. 





AppENnpDIx C 
No. 1338.1 
Apri 16, 1954 


DEPARTMENT OF DEFENSE INSTRUCTION 


Subject: Assignment of public quarters or payment of basic allowance 
for quarters to married members of the armed services. 


I. PURPOSE 


To set forth policy with respect to assignment of public quarters 
for dependents, or entitlement to basic allowance for quarters in lieu 
thereof to married members of the armed services. 


Il. DIRECTIVE RESCINDED 


Memorandum from the Personnel Policy Board, Office of the 
Secretary of Defense, to the Secretaries of the military departments, 
dated March 2, 1951, subject “Payment of Basic Allowances for 
Quarters Under Various Circumstances of Marriage (M-7E 50).” 


Ill. POLICY 


It is the policy of the Department of Defense to encourage mainte- 
nance of the family unit and when both spouses are in the military 
service and are assigned to the same or adjacent posts or installations, 
to authorize the male member to be paid the basic allowance for 
quarters prescribed for a member without dependents when public 
quarters for dependents are not available, notwithstanding the avail- 
ability of single quarters. 
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In the implementation of this policy the instructions outlined in the 
following paragraphs will govern in the assignment to dependent 
quarters or entitlement to the basic allowance for quarters to married 
members of the armed services. 


MARRIAGES WHERE— 


(a) Both husband and wife are members of the a-med services with no 
other dependents and are stationed at the same or adjacent posts 
or installations 

1. Both officer or both enlisted: Eligibility for assignment to public 
quarters for dependents or to the payment of basic allowance for 
quarters prescribed for a member without dependents in lieu thereof 
rests with the male member. The female member is not eligible for 
assignments to public quarters for dependents nor is she entitled to the 
basic allowance for quarters prescribed for a member without de- 
pendents unless quarters for members without dependents are not 
available for her occupancy. Where quarters are available for her 
occupancy, the female member will nevertheless be permitted to reside 
with her husband but will not be entitled to the payment of the basic 
allowance for quarters prescribed for a member without dependents. 

2. Male enlisted-female officer, or vice versa: Assignment to public 
quarters for dependents under these circumstances is not considered 
to be in the best interest of the service. Accordingly, such assign- 
ment will not normally be made. 

Under such circumstances, the male member will be authorized the 
basic allowance for quarters prescribed for a member without depend- 
ents. The female member will not be authorized the basic allowance 
for quarters prescribed for a member without dependents unless no 
public quarters for members without dependents are available for her 
occupancy. 

3. The provisions of (a) 1 and (a) 2, above, are intended to permit 
the husband to draw the basic allowance for quarters prescribed for 
a member without dependents when public quarters for dependents 
are not available and the husband and wife desire to maintain joint 
residence off the post or station. If the husband and wife do not 
maintain joint residence off the post or station when public quarters 
for dependents are not available, eack member will be considered as 
a member without dependents for the purpose of assignment to 
quarters and will be entitled to basic allowance for quarters prescribed 
for a member without dependents only when quarters for members 
without dependents are not available. 

(b) Only one person in the family unit is a military member 

The law does not recognize the husband of a female member as a 
dependent unless he is in fact dependent upon the female member for 
more than one-half of his support. The female member will be con- 
sidered as a member without dependents for the purpose of assign- 
ment to public quarters or entitlement to basic allowance for quarters 
unless she has dependents as defined in section 102 (g) of the Career 
Compensation Act of 1949. Where quarters are available for her 
occupancy, the female member will nevertheless be permitted to 
reside with her husband if he is nearby her duty station, but will not 
be entitled to the payment of basic allowance for quarters prescribed 
for a member without dependents. 
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Entitlement of male members to basic allowance for quarters 
when married to civilians is set forth in existing regulations issued by 
the military departments. 


(c) Both parties concerned are members of the armed services and 
either or both have dependents other than spouse 
The assignment to public quarters for dependents rests with either 
or both and either or both may be entitled to the basic allowance for 
quarters prescribed for members with dependents when not assigned 
public quarters, depending on dependency status of each of the 
members. When public quarters are jointly occupied by the members, 
either or both of whom have dependents other than spouse, neither 
member will be entitled to a basic allowance for quarters prescribed 
for such dependents even though such dependents do not reside in the 
quarters. 
(d) Both parties concerned are members of the armed services with no 
other dependents and where such parties are precluded by distance 
from living together 


In such cases both parties concerned are to be considered as mem- 
bers without dependents. 


(e) Only one party is a member of the armed services and such member 
has dependents other than spouse 
Entitlement to basic allowance for quarters in such cases is set 
forth in existing regulations issued by the military departments. 
The assignment of enlisted members to public quarters for depend- 
ents will include members in all grades. 


TV. ACTION REQUIRED 


It is desired that each of the military departments forward to the 
Assistant Secretary of Defense (Manpower and Personnel), copies of 
implementing regulations to place into effect the policies contained 
herein. 


V. EFFECTIVE DATE 


These instructions are effective immediately. 


JoHN A. HANNAH, 
Assistant Secreiary of Defense (Manpower and Personnel). 


Appenpix D 


CoMPpTROLLER GENERAL OF THE UNITED STATES, 
Washington, February 6, 1957. 
Hon. Wiiu1amM L. Dawson, 
Chairman, Committee on Government Operations, 
House of Representatives. 

Dear Mr. CuHarrMan: Your letter of January 22, 1957, acknowl- 
edged January 24, 1957, requests our comments on H. R. 3028. 

H. R. 3028 would validate payments of basic allowance for quarters 
made before April 16, 1954, to certain female members of the Air 
Force whose husbands also were members of the uniformed services 
and were stationed at or near the same stations, notwithstanding that 
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public quarters were available for such female personnel. The bill 
would also authorize refund of amounts collected in such cases and 
would direct the Comptroller General, or his designee, to relieve dis- 
bursing officers, including special disbursing agents, of the Army, 
Navy, and Air Force from accountability or responsibility for the 
questioned payments, and to allow credit in the accounts of such 
officers for the type of payments here involved which are found to be 
free from fraud and collusion. 

The payments which H. R. 3028 would validate were made in dis- 
regard of a policy statement issued by the Personnel Policy Board, 
Office of the Secretary of Defense, in a memorandum dated March 2, 
1951, to the Secretaries of the military departments, and, in our view, 
such payments were made in contravention of section 302 (b) of the 
Career Compensation Act of 1949 (63 Stat. 813). While we under- 
stand that the Air Force did not regard the Personnel Policy Board’s 
memorandum of March 2, 1951, as directive in nature or as a final 
policy approved by the Secretary of Defense, the policy announced 
in the memorandum apparently was immediately adopted by the 
Army and Navy, those services making no such payments after March 
2, 1951. 

No adequate reason is perceived why the payees here involved 
should be permitted to retain the amounts of these improper payments 
or should be repaid any amounts later collected from them because of 
such improper payments. That action would discriminate against 
many female members of the Army and Navy who were prevented by 
law and the regulations of their respective departments from re- 
ceiving basic allowance for quarters in the same circumstances. 
Negligence or fault on the part of the Air Force has no bearing on the 
legality of the questioned payments and, hence, does not make the 
payees less liable for the improper payments received by them. 

As to the equities, it should be pointed out, also, that in these 
cases the husband and wife living together in rented quarters were 
each paid a quarters allowance and that their combined allowance 
was substantially greater than the quarters allowance paid in like 
circumstances to other married officers. For example, under section 
302 of the Career Compensation Act of 1949, as amended by the act 
of May 19, 1952 (66 Stat. 79), an Air Force captain living in rented 
quarters with his civilian wife received a monthly quarters allowance 
of $102.60, but, under the Air Force policy, an Air Force captain and 
his second lieutenant wife living together in rented quarters received 
combined allowances of $153.90 a month, even though service quarters 
were available for the wife. 

As to any view that it would be impractical to attempt collection 
of these improper payments, it may be pointed out that collections are 
required to be made and are accomplished with little difficulty and 
expense from members who are still in service by withholding the 
amounts involved from their pay as authorized by the act of May 26, 
1936, as amended (5 U. S. C. 46B), and the act of July 15, 1954 
(68 Stat. 482). While the amount of an overpayment and the cost 
of effecting collection may be such as to limit somewhat the extent of 
collection action in cases where the person concerned is no longer a 
member of the uniformed services, that fact would not seem to furnish 
a sufficient basis for canceling the indebtedness and thus removing any 
possibility of effecting collection by setoff in the event of the submis- 
sion and allowance of a claim against the Government at a later time. 
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H. R. 3028 is identical with H. R. 11514, 84th Congress. In a 
report dated June 7, 1956, to your committee we recommended against 
favorable consideration of H. R. 11514. Also, at a hearing on 
H. R. 11514 before the Subcommittee on Executive Reorganization of 
your committee, held July 2, 1956, representatives of this Office 
appeared in opposition to the measure. Nothing has come to atten- 
tion in the meantime which requires any change in our views on this 
subject and, accordingly, we recommend against favorable considera- 
tion of H. R. 3028. 

Sincerely yours, 
JosEPH CAMPBELL, 
Comptroller General of the United States. 





AppENpDIx E 


AssisTANT COMPTROLLER GENERAL OF THE UNITED STATEs, 
Washington, D. C., April 1, 1958. 
Mrs. Sasina M. BLANKENSHIP, 
Hornell, N. Y. 


Dear Mrs. BuanKensuip: Reference is made to your letter dated 
January 20, 1953, relative to your claim for basic allowance for quar- 
ters in your own right for the period from November 7, 1951, to March 
21, 1952, inclusive, incident to your service as corporal, Women’s Air 
F orce, service No. AA8104683, which was disallowed by General 
Accounting Office settlement dated January 8, 1953. Also, there has 
been received your letter of March 20, 1953, concerning your claim. 

It appears that on November 3, 1951, you were married to S. Sgt. 
Forman Blankenship, service No. AF13295354, also on duty at your 
station, Francis E. Warren Air Force Base, Wyo., and that by Special 
Orders No. 239, dated November 7, 1951, that station, you and your 
husband were authorized to ration separately from your organization 
for the duration of your assignment to duty thereat. You were 
honorably discharged on March 21, 1952. 

Paragraph 4, Air Force Regulations 173-126, dated March 13, 1951, 
provided that authority for the payment of basic allowance for quarters 
for service members without dependents is required before payment is 
made, and that such authorization will be issued only after determina- 
tion that quarters are not available or that it is impracticable for 
quarters to be furnished by the Government. While the special 
orders of November 7, 1951, authorized you and your husband to 
ration separately from your organization, there has not been submitted 
any determination by your commanding officer that quarters were 
not available to you, or that it was impracticable for quarters to be 
furnished to you by the Government. If, as you indicate, married 
service members such as you stationed at Francis E, Warren Air Force 
Base did not receive payment of basic allowance for quarters until 
March 1952, it would appear that during the period of your claim 
Government quarters were available to you in your individual capacity 
as a member of the armed service. In view of the foregoing, the said 
settlement of January 8, 1953, disallowing your claim, is ‘sustained. 
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With regard to the statement in your letter of January 20, 1953, 
that in May 1952 your husband drew basic allowance for quarters for 
the period from November 7, 1941, to March 21, 1952, under circum- 
stances similar to those disclosed in your claim, you are advised that 
such payment will be examined to determine the propriety thereof 
and such action as the findings may indicate to be appropriate will be 
taken. 

Very truly yours, 


Assistant Comptroller General of the United States. 
O 
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DEPARTMENT OF THE INTERIOR AND RELATED 
AGENCIES APPROPRIATION BILL, 1958 


Frpruary 21, 1957.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Kirwan, from the Committee on Appropriations, submitted the 
following 


REPORT 


[To accompany H. R. 5189) 


The Committee on Appropriations submits the following report in 
explanation of the accompanying bill making appropriations for the 
Department of the Interior and related agencies for the fiscal year 
1958. 

Scorn or THE Bina 


The bill provides regular annual appropriations for the Department 
of Interior (except Bonneville Power Administration, Bureau of Recla- 
mation, Southeastern Power Administration, and Southwestern Power 
Administration) and for other related agencies including the U.S. 
Forest Service. The budget estimates for the items provided for in 
the bill may be found in the 1958 budget document (H. Doc. No. 16) 
on the pages indicated in the table which follows: 


Budget 

Docu- 

ment 

Item pages 
Department of the Interior. __._..____---- 714-717, 723-734, 745-769, 784-789 
Alexander Hamilton Bicentennial Commission__..__..._...---.------ 139-140 
GComentesion of Sins, Arte oo. csc 2720-9. i cede mbaincua ead ieen 717 
Federal Coal Mine Safety Board of Review_-....-...-.---.-.--------- 130 
OTe Dar vite ne tbe ESS OE ERS: iad 318 Mie ae Seu Sete 341-349 
Indién Claims Commission. ics 23 oN oc UL. BOW 144 
Jamestown-Williamsburg- Yorktown Celebration Commission___....--- 141-142 
National Capital Planning Commission_...........-...------------- 151-153 
atonal MeonaInene Comme. a eee cee 156 
Tena: Ween En ee ecu pC adeawaieece 165-168 
Vangie Selene COON on ck dee Snows lo. cake dagen 789-792 
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SUMMARY OF THE BILL 


A tabulation is presented at the end of this report detailing appro- 
priations for 1957, the budget estimates for 1958, the amounts in the 
bill for 1958, and a comparison of the amounts recommended in the 
bill with the appropriations for 1957 and the estimates for 1958. A 
summary of the totals follows: 





DE OIAEEL SO no Sein wccandcuuabdcmmunumns anne Weeeee $458, 135, 000 
urine rama TP Oe 8 in cee 515, 189, 700 
Recommended in the accompanying bill__..._._._-.------------- 454, 395, 700 
Reduction below 1957 Appropriations. ...................---.. — 3, 739, 300 
Reduction under the budget estimates_...........--..--.-----. — 60, 794, 000 


It should be noted that the Committee has had to make provision 
within the total amount recommended for the matching contribution 
of the Government to the Civil Service Retirement and Disability 
Fund required by Public Law 854, 84th Congress. This amounts to 
over $10,000,000, and does not represent a new item insofar as the 
total expenditures of the Federal Government are concerned since an 
appropriation covering the aggregate contribution of the Government 
was included for 1957 in the Independent Offices Appropriation Act. 


Repuction 1n BupGcet Estimate 


Recognizing that substantial reductions in the President’s 1958 
Budget Estimates are essential to relieve the drain of Federal expendi- 
tures on the taxpayers of the nation, the Committee, after extensive 
hearings, has recommended reductions totalling $60,794,000, or 12 
percent. A major portion of the reduction has been made in the 
estimate for continuing non-defense subsidies to a small segment of 
the domestic minerals industry. 

The agencies provided for in the Bill have the tremendous respon- 
sibility of conserving and assuring the most effective use of our great 
national resources. Over 771,000,000 acres of Federal and Indian 
lands in United States and Alaska are under the stewardship of these 
agencies. The Committee feels strongly that it is far more important 
to grant essential increases for the development and protection of our 
national resources, including forestry, soil and moisture conservation, 
land management, geological surveys, and fish and wildlife, for the 
benefit of the entire nation than to appropriate a large increase for 
the benefit of a relatively few mining producers. 


REVENUES 


It should be noted that although a total of $454,395,700 is recom- 
mended in the bill, the revenues generated by the activities of the 
agencies involved are estimated at $437,207,061 for fiscal year 1958, 
only $17,188,639 less than the total of the appropriations. Of these 
revenues approximately $306,350,000 will go into the general fund of 
the Treasury. 
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TITLE I—DEPARTMENT OF THE INTERIOR 


DEPARTMENTAL OFFICES 


OFFICE OF SALINE WATER 


The budget estimate of $1,159,000 has been allowed. This will 
provide an increase of $609,000 over the 1957 appropriation for ex- 
pansion of research to develop low-cost processes for converting saline 
water to fresh water. 


OFFICE OF OIL AND GAS 


The Committee has allowed the budget estimate of $585,000, an 
increase of $71,200 over the current year appropriation. In addition 
to $29,000 for the Federal contribution to the retirement fund, $42,200 
is provided to assure continued enforcement of laws prohibiting the 
use of interstate facilities for the shipment of contraband oil. 


OFFICE OF THE SOLICITOR 


The Committee recommends an appropriation of $2,900,000, repre- 
senting a reduction of $23,000 in the budget estimate. The Committee 
is of the opinion that the large expenditures programmed for travel and 
communications are not fully justified and believes that the decrease 
can readily be made in these items. The amount provided includes 
$143,000 for the Government’s contribution to the retirement fund. 


OFFICE OF MINERALS MOBILIZATION 


The budget estimate of $313,000 is recommended. This is an 
increase of $13,000 over the current year funds to provide for the 
Government’s contribution to the retirement fund. 


ACQUISITION OF DOMESTIC MINERALS 


The Committee has disallowed the budget request of $40,000,000 
for the domestic purchase of tungsten, asbestos, fluorspar, and 
columbium-tantalum during fiscal year 1958 under Public Law 733. 
As the Committee stated when it recently disallowed a deficiency 
request of $30,000,000 to continue this subsidy program during the 
current fiscal year, the program is entirely unwarranted considering 
there is clearly no defense justification for further acquisition of these 
minerals. 

Secretary Humphrey in his recent appearance before the Committee 
stated the 1958 Budget could be cut and cited the need to resist 
public pressures that arise when the Government cancels a contract 
or discontinues a buying program. The Committee believes this 
program is an excellent case at point and would be derelict in its duty 
if it did not recommend against this item which would involve a total 
cost to the taxpayer of $91,000,000. 

The Government under the Defense Production Act bought millions 
of dollars worth of these minerals at support prices. For example, from 
1951 to 1956 the Government purchased from domestic tungsten 
producers at $63 per unit, 3 million short-ton units at a total cost of 
$187,562,751. During this period, the Government also awarded 
certificates of tax necessity for rapid tax amortization and provided 
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assistance under the Defense Minerals Exploration Programs to 
many of these same producers. When it was evident that further 
purchases of these minerals would no longer be justified under the 
stockpile program, H. R. 6373 was passed by the Ist Session of the 
84th Congress directing the Office of Defense Mobilization to continue 
the domestic minerals purchase program, The President vetoed this 
bill on August 14, 1955 stating: 


* * * “Finally, the provisions of H. R. 6373 would apply 
to only a small segment of the domestic minerals industry 
and would not reach the fundamentals of the program. In- 
deed this bill would make solution of the overall problems of 
the industry more difficult. * * * The interests of the do- 
mestic minerals industry will be better served by proceeding 
with the careful development of a long-range minerals pro- 
gram than by approving a stopgap measure extending sub- 
stantial Government aid to only a segment of the industry.” 


Because the administration failed to take prompt action in submit- 
ting the long-range plan referred to in the President’s message, 
Congress in the closing days of the last session passed Public Law 733 
authorizing additional purchases of these four minerals as “interim 
assistance” to the industry. 

The budget estimate submitted to initiate the program was sent 
directly to the Senate and there was no opportunity for consideration 
of the request by the House Appropriations Committee. In the first 
conference report on the Second Supplemental Appropriation Act, 
the appropriation of $35,000,000 inserted by Senate was rejected and 
the report was adopted by the House. When the Senate refused to 
accept the conference action, the House Committee finally agreed on 
a reduced amount of $21,000,000 until it could have an opporttnity to 
review the program at the beginning of the current session. 

The Committee has now had an opportunity to review the first six 
months of operation under the program. While it was contended that 
700 domestic producers might benefit from the tungsten purchase pro- 
gram, the latest list submitted by the Department of Interior shows 
that since the new program was initiated on July 31, 1956, the Govern- 
ment has purchased $14,853,095 worth of tungsten from 206 producers, 
With corrections for producers listed more than once, 177 have par- 
ticipated in the program. Of these, 11 producers have received 
$12,826,765, or 86 percent of the total. Eighteen of the producers 
received $13,713,044, or 92 percent of the total. Of the remaining 
158 producers, who received only $1,140,051 during the six-month 
period, 44 sold the Government less than $1,000 worth of tungsten. 
Many of these supplied as little as 40 pounds which is worth $110 
under the subsidy program. 

The Committee is advised that some of these large producers are 
selling the production of their domestic mines to the Government at 
the subsidy program price of $55 a unit and purchasing foreign 
tungsten for use in their own industry at the United States market 
price of $35. 

Indications are that a significant number of the producers are 
engaged in surface mining rather than deep mining and that some 
lease the mining rights from larger companies rather than own the 
property. 


| 
| 
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Proponents of this non-defense subsidy claim that continuing sup- 
port of these mining industries is necessary to assure a supply in time 
of emergency. The Director of the Office of Defense Mobilization 
assured the Congress in June, 1956 that the amount of these minerals 
on hand and on order, met both the minimum and long-term stock- 
pile objectives. He stated that even if all sources of overseas supply 
were cut off, the United States would have an emergency stockpile 
adequate to last at least five years. It should also be made abun- 
dantly clear that the Administration under the Defense Production 
Act continues to have adequate authority and funds to purchase any 
of these minerals for which any unforeseen defense requirements may 
arise. 

The Committee agrees with the official of one of the leading tung- 
sten mining companies who said in testifying on the authorizin 
legislation that continued government purchase of tungsten ‘woul 
be an easy answer, although [ believe at the end of three years we will 
still be faced with the same problem we have today.” A total of 
$21,000,000 has already been spent on the ‘‘easy answer” and the 
Committee feels strongly that the taxpayers should not be asked to 
continue to spend at a rate in excess of $4,000,000 a month for the 
benefit of a small segment of the industry because of needless delay in 
the development of a long-range non-defense minerals policy. 


Bureau or LAND MANAGEMENT 


MANAGEMENT OF LANDS AND RESOURCES 


An appropriation of $22,000,000 is recommended. This is a 
decrease of $220,000 in the budget estimate but an increase of 
$3,630,700 over the amount available in the current fiscal year. The 
increase includes $602,400 for the Federal contribution to the retire- 
ment fund and $3,028,300 for improved management of the 468 
million acres in the United States and Alaska under the jurisdiction of 
the Bureau, including lease and disposal of lands and minerals re- 
sources, management of grazing lands, forestry, cadastral surveys, 
and soil and moisture conservation. 


CONSTRUCTION 


The budget estimate of $6,500,000 is recommended, representing an 
increase of $1,900,000 over the 1957 appropriation. $6,050,000 of the 
appropriation is for continued construction of timber access roads on 
the revested Oregon and California Railroad grant lands. This 
amount will be reimbursed to the Treasury from revenues received 
from timber sales on these lands. The balance of the appropriation, 
$450,000, is for buildings for housing Bureau personnel and equip- 
ment in isolated areas and for continuation of the program for con- 
struction and maintenance of recreational facilities in Alaska. 

It has come to the Committee’s attention that an inequity may 
exist in that under Public Law 426, approved June 24, 1954, the por- 
tion of the receipts from the controverted O. and C. lands in Oregon 
which might be available for roads on lands administered by the Forest 
Service are being transferred to the O. and C. land-grant fund for con- 
struction of timber access roads in the area administered by the Bureau 
of Land Management. Access roads constructed on the controverted 
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O. and C. lands are financed, on the other hand, from the regular 
annual appropriations to the Forest Service for ‘Forest roads and 
trails’, The Committee requests that the Bureau of Land Manage- 
ment, in cooperation with the Forest Service, make a thorough study 
of this problem and report to the Committee its findings and recom- 
mendations for consideration in connection with the 1959 budget 
estimates. 
Bureau or Inpian AFFAIRS 


EDUCATION AND WELFARE SERVICES 


The Committee recommends the budget estimate of $59,560,000, 
an increase of $8,840,000 over the appropriation for the current 
fiscal year. $1,457,000 of this is required for the Government's con- 
tribution to the retirement fund. The balance of $7,383,000 includes 
$4,056,200 for providing schooling for an additional 5,090 Indian 
children; $647,800 to expand the adult education program; $1,500,000 
to initiate the adult vocational training program authorized by Public 
Law 959, approved August 3, 1956; and $1,116,000 for increased 
workload under the welfare program. 


RESOURCES MANAGEMENT 


The Committee has allowed the budget estimate of $17,200,000. 
This is an increase of $750,000 over the appropriation for the current 
fiscal year. The budget estimate reflected the Federal matching 
contribution to the retirement fund for Federal employees paid from 
tribal funds as a charge against such funds. As the Indian Service 
has not had an opportunity to discuss with the tribal governing bodies 
the appropriate handling of this matter the Committee requests that 
the 1958 cost of $80,000 be paid from the amount appropriated under 
this item for the activity ‘“Management of Indian Trust Property”, 


CONSTRUCTION 


The Committee has allowed $17,000,000 for construction of build- 
ings, utilities, and irrigation systems. ‘This is a decrease of $4,225,000 
in the budget estimate but is an increase of $11,760,000 ove~ the 
amount appropriated for the current fiscal year. Although the Com- 
mittee has approved the construction program as submitted, it be- 
lieves that past performance in obligating construction funds indi- 
cates that the amount appropriated is the maximum that will be 
required during the next fiscal year. None of the funds allowed are 
to be used for construction on any project for which only planning 
funds are programmed in the budget presentation. 

The General Accounting Office has brought to the Committee’s 
attention past due amounts that are owed the Government by certain 
Indian tribes for operation and maintenance of irrigation projects; 
The Bureau is requested to review these delinquencies and to take 
action to assure prompt payment to the Government unless it would 
work undue hardship on the tribes involved. 
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ROAD CONSTRUCTION AND MAINTENANCE (LIQUIDATION OF CONTRACT 
AUTHORIZATION) 


The Committee recommends the budget estimate of $12,000,000 
for financing the road construction and maintenance program author- 
ized by the Federal-Aid Highway Acts of 1954 and 1956, 


GENERAL ADMINISTRATIVE EXPENSES 


The Committee has allowed $3,400,000. This is a reduction of 


$164,000 in the budget estimate but an increase of $210,000 over the 
amount available for the current year. This will provide $154,000 
for the Federal contribution to the retirement fund and $56,000 for 
additional clerks in the field offices. The Committee requests that 
only Indians be hired to fill these new positions in line with its con- 
tinuing desire that the Bureau employ Indian personnel whenever 
possible. 
PAYMENT TO MENOMINEE TRIBE OF INDIANS 


The Committee has allowed $300,000 to reimburse the Menominee 
Tribe of Indians for necessary expenses involved in fiscal year 1958 
in preparing for termination of Federal supervision. This is a decrease 
of $200,000 in the budget estimate. As this portion will not be re- 
quired until fiscal year 1959, the Committee sees no need for appro- 
priating the additional $200,000 at this time, 


GEOLOGICAL SURVEY 
SURVEYS, INVESTIGATIONS, AND RESEARCH 


The Committee recommends $36,000,000 for activities under this 
heading. This is a reduction of $2,775,000 in the budget estimate 
but is an increase of $4,398,000 over the appropriation for the current 
fiscal year. The Committee believes the programs conducted by the 
Geological Survey are of the greatest importance to the Nation and 
that the Bureau is one of the most efficient organizations in the Fed- 
eral Government. However, considering the difficulty that has been 
encountered in recruiting qualified personnel, the amount included in 
the bill appears to provide the maximum expansion that can be effec- 
tively achieved in fiscal year 1958. The Bureau, for which an increase 
of $3,317,000 was appropriated for the current fiscal year, has been 
able to fill only 117 of its 628 vacancies during the first six months of 
this fiscal year, leaving 511 vacant positions as of December 31, 1956. 

The increase of $4,398,000 includes $1,365,000 for retirement costs 
and $3,033,000 for program expansion including topographic, geologic 
and mineral resource surveys and mapping, water resources investi- 
gations, and construction of unit 3 of the Geological Survey’s Pacific 
Coast Center. 

A new hes adquarters building in Washington, D. C. is urgently 
needed to house the scattered and ill-housed facilities of the Geological 
Survey. The Committee is very concerned over the lack of any 
significant progress in getting this project initiated under the Lease- 
Purchase program. It is requested that the Geological Survey present 
to the Committee as early as possible a plan for construction of the 
needed building through direct appropriation. Only in this manner 
does it appear that this costly delay can be overcome. 


23009°—58 H. Rept., 85-1, vol. 1——37 
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Bureau or MInNes 


CONSERVATION AND DEVELOPMENT OF MINERAL RESOURCES 


The Committee has allowed $18,700,000 for this item. This is a 
decrease of $875,000 in the budget estimate but provides an increase 
of $2,837,250 over the 1957 appropriation. Of this, $98,000 is for 
functions transferred in the 1958 estimates from “Health and safety, 
Bureau of Mines” and $758,000 is required for the Government’s 
contribution to the retirement fund. The balance, $1,981,250, will 
be available to expand the Bureau’s research program for conserving 
and developing the Nation’s mineral resources. The Committee has 
deleted from this item the budget request for $210,000 to maintain 
the standby oil-shale facility at Rifle, Colorado. As directed by 
Congress last year, these costs should continue to be financed from 


the appropriation to the Navy for “Naval petroleum reserves” pend- 
ing disposition of this facility. 


HEALTH AND SAFETY 


The Committee has allowed the budget estimate of $5,900,000. 
While the increase over the 1957 appropriation is $595,700, there is 
an actual increase of $693,700 in funds available for activities under 
this item due to the transfer of certain research functions in the 1958 
estimates to “Conservation and development of mineral resources, 
3ureau of Mines”. A total of $265,000 of the increase is required for 
retirement costs. The balance of $428,700 provides primarily for 
salary adjustments and for the initiation of accident-prevention 
training and other safety-education programs for the non-coal mineral 
industries. 

CONSTRUCTION 


The budget estimate of $23,000 has been allowed for paving and im- 


provement of streets adjoining the petroleum experiment station at 
Bartlesville, Oklahoma. 


GENERAL ADMINISTRATION EXPENSES 


The Committee recommends the budget estimate of $1,135,000, 
an increase of $105,000 over the current year. After provision for 
retirement costs, $51,000 will be available to strengthen the manage- 
ment of the Bureau. 


NATIONAL ParK SERVICE 
MANAGEMENT AND PROTECTION 


The Committee has allowed $13,750,000 for this item. This is @ 
decrease of $773,000 in the budget estimate but provides an increase 
of $2,188,000 over the appropriation for the current fiscal year. The 
Government’s contribution to the retirement fund totals $459,406. 
The remainder of the increase, $1,728,594, is available for strengthen- 
ing National Park management, forestry and fire control, soil and mois- 
ture conservation, and Park and recreation programs. Within the 
total provided the Committee directs that $15,000 be made available 
for archeological investigations being conducted to locate the first 
Arkansas Post. 
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MAINTENANCE AND REHABILITATION OF PHYSICAL FACILITIES 


The Committee has allowed $11,500,000 for operation, maintenance, 
and rehabilitation of facilities administered by the Park Service, in- 
cluding roads, trails, buildings, and utilities. The amount provided 
is & decrease of $263,000 in the budget estimate but represents an 
increase of $1,342,000 over the current year. After provision of 
retirement costs, $1,011,809 is available for maintenance of the 
facilities currently being added to the system and for meeting increased 
costs. 

CONSTRUCTION 


The Committee has approved the budget estimate of $20,000,000 
for the second year of the Mission 66 program to provide essential 
facilities to meet visitor requirements in the National Parks by 1966. 

Although the amount provided for 1958 is an increase of $4,750,000 
over the appropriation for 1957, on a total available funds basis it is 
a decrease of $665,307 due to carryover balances available this year 
in the amount of $5,415,307. 

The Committee does not accept the proposals of the service for the 
Mission 66 development at Mt. Rainier National Park. ‘The plan 
fails adequately to assess the importance and feasibility of overnight 
acc ommodations at the higher elevations, or to recognize that Mt. 
Rainier’s special features require other than day-use facilities within 
the park boundaries. In addition, the committee does not believe 
that a sizeable portion of the program costs should be directed to 
moving the park headquarters outside the park boundaries. 

The Committee recognizes the necessity of delegating certain flex- 
ibility to the Director of the National Park Service to make necessary 
adjustments in the planned program should construction difficulties 
be encountered on individual projects. The Committee, therefore, 
has authorized the Director to make such adjustments in the con- 
struction program as become necessary due to unforeseen circum- 
stances provided they are made within the fiscal year fund limitation 
and are within the overall ten-year program. 


CONSTRUCTION (LIQUIDATION OF CONTRACT AUTHORIZATION) 


The budget estimate of $31,000,000 has been allowed to liquidate 
obligations incurred in the construction of parkways and roads and 
trails by the National Park Service under the authority of Federal- 
Aid Highway Acts of 1954 and 1956. 


GENERAL ADMINISTRATIVE EXPENSES 


The Committee recommends $1,330,000 compared with the budget 
estimate of $1,365,000. The amount provided is an increase of 
$80,000 over funds available for the current fiscal year including 
$69,190 for the Government’s contribution to the retirement fund. 


Fiso AND WILDLIFE SERVICE 
GENERAL ADMINISTRATIVE EXPENSES 


In accordance with the “Fisheries Act of 1956” the Fish and Wild- 
life Service is being reorganized within the Department of the Interior 
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through the establishment of the Assistant Secretary for Fisheries and 
Wildlife, the Office of the Commissioner of Fish and Wildlife, The 
Bureau of Sport Fisheries and Wildlife, and the Bureau of Com- 
mercial Fisheries. Despite the intent of Congress that this reorgani- 
zation be achieved with a minimum of additional overhead personnel, 
the budget estimate for “General Administration” at the depart- 
mental and regional office level totals $1,757,000 compared with 
$852,500 appropriated for the current fiscal year, an increase of more 
than 100%. In addition, $94,000 has been requested under the 
“Salaries and expenses” item for the Office of the Secretary to establish 
the Office of the Assistant Secretary for Fisheries and Wildlife. 
It was evident during the hearings that the Department had not 
had an adequate opportunity to carefully plan these administrative 
overhead requirements and only a few days before markup of the bill 
the Committee was furnished with a substantial readjustment in the 
budget allocation among the Office of the Commissioner and the two 
Bureaus. In the light of this situation and the excessive request the 
Committee has no alternative at this time but to deny any funds 
for administrative expenses, except for the Office of the Assistant 
Secretary, pending further study and review to determine the mini- 
mum overhead staffing required to assure efficient operation of the 
Fish and Wildlife Service. 


BureEAv oF Sport FIsHeRIES AND WILDLIFE 


MANAGEMENT AND INVESTIGATIONS OF RESOURCES 


The Committee has allowed a total of $12,000,000 compared with 
the budget estimate of $12,380,000. The budget proposed that this 
entire amount be financed from direct appropriation and that the 25 
percent of the receipts from sale of sealskins from the Pribilof Island 
Sanctuary, currently available to each of the Bureaus for use in Alaska, 
be appropriated entirely to the Bureau of Commercial Fisheries be- 
ginning with 1958. The Committee sees no valid justification for 
changing the policy it instituted in fiscal year 1953 of making these 
receipts available for both sport fisheries and wildlife and commer- 
cial fisheries purposes in Alaska. Language has therefore been added 
to this bill making 12% percent of these receipts available to each 
Bureau. As this will make $379,375 available to the Bureau of Sport 
Fisheries and Wildlife from this source in 1958 the direct appropria- 
tion proposed in the budget has been reduced accordingly. 

The direct appropriation provided includes an increase of $479,200 
for retirement costs and $713,400 for operation and maintenance of the 
fish-cultural facilities, fishery and wildlife research including $105,000 
for control of blackbirds, soil and moisture conservation, and river 
basin studies. 


CONSTRUCTION 


The budget estimate of $5,332,000 has been allowed for construction 
of fish hatchery, game management, and wildlife refuge facilities. 
This is an increase of $2,731,000 over the appropriation for the current 
year. Of the amount provided, $200,000 is to be used for purchase of 
land within the DeSoto-Bertrand Bend area of the Missouri River in 
Harrison County, Iowa, to initiate the establishment of a migratory 
bird refuge. 
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Bureau oF ComMMERCIAL FISHERIES 
MANAGEMENT AND INVESTIGATION OF RESOURCES 


The Committee has allowed $6,000,000 for this item, an increase of 
$15,000 in the budget estimate and $1,328,800 over the 1957 appro- 
priation. Of the amount provided $379, 375 is to offset the transfer 
of 12% percent of the Pribilof Island receipts to the Bureau of Sport 
Fisheries and Wildlife as explained under the heading ““Management 
and Investigations of Resources, Bureau of Sport Fisheries and 
Wildlife.” The budget proposed $583,000 to initiate education and 
training grants authorized by the Act of August 8, 1956. The Com- 
mittee believes that this important program must be carefully formu- 
lated to assure maximum effectiveness and therefore, believes that 
$350,000 will be adequate for the first year. The amount recom- 
mended provides an increase of $182,500 for retirement costs and 
$416,925 primarily for research on fish migration over dams and 
administration of Alaska fisheries. 


CONSTRUCTION 


The budget estimate of $700,000 is recommended. This will pro- 
vide $400,000 for a fishery research laboratory at Juneau, Alaska, and 
$300,000 for the fishery technological laboratory at Gloucester, 
Massachusetts. 

FISHERIES LOAN FUND 


The Committee has allowed an administrative expense limitation 
of $313,000 as recommended in the budget. ‘This is an increase of 
$63,000 over the current year limitation to meet retirement costs and 
additional expenses of the Small Business Administration and the 
Bureau in servicing and supervising the loan program. 


OrFice oF TERRITORIES 
ADMINISTRATION OF TERRITORIES 


The Committee has allowed $1,965,000, an increase of $25,000 over 
the budget estimate to establish an auditor’s office under the Governor 
of Guam. The Committee believes such an office is essential if the 
Governor is to carry out effectively his responsibilities for general 
supervision and control of all the executive agencies and instrumen- 
talities of the government of Guam. The total amount provided for 
administration of the territories represents a net decrease of $838,000 
in the amount appropriated for the current fiscal year due primarily 
to the transfer of the care of the Alaskan insane to the Department 
of Health, Education, and Welfare and non-recurring legislative 
expenses. 

The budget estimate includes $8,250 for painting and repairing the 
Governor’s house in Alaska. Repairs to this one house have alread 
cost the Federal Government $30,670 during the past 14 years, includ- 
ing $15,000 as recent as 1953. The Committee seriously questions 
the need for such costly repairs and requests careful review before 
additional expenses are incurred. 
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TRUST TERRITORY OF THE PACIFIC ISLANDS 


The Committee recommends an appropriation of $4,800,000. This 
is the same as the amount for the current fiscal year, representing 
a reduction of $160,000 in the budget estimate. The purpose of the 
Federal appropriation is to finance ‘that portion of the administrative 
costs which cannot be met from local revenues. When this latter in- 
come has been underestimated it has resulted in the availability of 
funds for expenditure in excess of the budget program justified to 
Congress. The Committee believes that such surplus should be used 
instead to reduce the amount of the Federal contribution. As it is 
anticipated that local revenues will be higher than originally esti- 
mated, the Committee believes that no increase in the Federal appro- 
priation in 1958 should be necessary, 


ALASKA PUBLIC WORKS 


The Committee has allowed the budget estimate of $6,000,000 re- 
presenting an increase of $1,032,000 over the current year. Under the 
authorizing legislation, one-half of the costs of the program are re- 
coverable from the territorial government or other public bodies in 


Alaska. 


ALASKAN PORT OF ENTRY FACILITIES 


The Committee has approved the budget estimate of $30,000 to 
prepare plans and select a site for facilities to serve the public and 
house Federal agencies operating at the Alaska-Canadian border near 
the Alaska Highway. 


ALASKA RAILROAD REVOLVING FUND 


Last year the Committee made reference in its report to the adverse 
effect on the Alaska Railroad of the petroleum pipe line constructed 
by the Defense Department after large sums had been invested in 
rehabilitation of a portion of the Railroad in the interest of the defense 
installation supply program. The Comptroller General has advised 
the Committee that another pipeline for the transportation of natural 
gas has tentatively been proposed for construction, apparently by 
private interests, betw een Fairbanks and gas fields at Gubit and that 
this might result in coal shipments over the rail line to Fairbanks 
being considerably curtailed. Although the Committee has approved 
the budget program for 1958, it is with the understanding that the 
Department will thoroughly review this situation before any pertinent 
additions, improvements, and replacements to the system are under- 
taken. 

OFFICE OF THE SECRETARY 


SALARIES AND EXPENSES 


The Committee recommends $2,500,000 for the expenses of the 
Office of the Secretary including departmental direction, program 
direction and coordination, and management services. This is an 
increase of $278,000 over the current year appropriation but a de- 
crease of $68,000 in the budget estimate. The increase includes pro- 
vision for retirement costs of $126,600, and $151,400 for establishment 
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of the Assistant Secretary for Fish and Wildlife, Executive pay costs, 
and salary funds for under-financed positions. The Committee has 
disallowed the requested increase of $21,500 for departmental direc- 
tion and coordination of the publication activities of the bureaus, 


GENERAL Provisions, DerarrMENT OF INTERIOR 


The Committee has reduced the limitation on the total amount that 
may be paid in 1958 for consultants from $250,000 to $125,000 and 
the maximum daily rate that may be paid for consultants from $100 
to $50. It is believed that a maximum daily rate of $50 should be 
adequate to meet the Department’s requirements for consultant 
services, 

AUTOMOBILES 


The Committee has deleted from the budget language the authority 
requested to purchase 66 additional automobiles at a cost of $94,950. 
Although the increased workload being placed on the various bureaus 
is fully recognized, it is believed that efficient utilization of the existing 
fleet of 3,829 passenger-carrying vehicles should provide adequate 
transportation during fiscal year 1958. 


TITLE II—RELATED AGENCIES 
Commission OF Finr Arts 


The Committee recommends the budget estimate of $35,000 for 
expenses of the Commission, an increase of $4,000 over the current 
year, 

FreperaL Coat Mine Saretry Boarp or Revirw 


The budget estimate of $70,000 has been allowed, the same amount 
as available for fiscal year 1957. The Board adjudicates appeals by 
coal-mine operators from orders issued by the Bureau of Mines in the 
interest of safety. 


DEPARTMENT OF AGRICULTURE—ForREST SERVICE 
FOREST PROTECTION AND UTILIZATION 


The Committee recommends $93,570,000 for the activities under 
this heading. This is a decrease of $3,730,000 in the budget 
estimate but allows an increase of $16,609,250 over the appropriations 
for the current fiscal year. Following is a summary of the action 
taken on the programs included under this appropriation. 

Forest land management.—The Committee has allowed $69,000,000, 
an increase of $14,384,250 over the current year appropriation. Of 
the total reduction of $3,730,000 made in the budget estimate, 
$2,730,000 is a decrease from the amount of $11,500,000 requested to 
initiate a five year program to provide adequate recreational facilities 
in the national forests. Although this new program has full Com- 
mittee endorsement, the $8,770,000 allowed, an increase of $5,018,100 
over this year, appears to be the maximum that can be efficiently 
expended during the first year. 

A total of $8,209,600 was requested for structural improvements, 
including employce housing. The Committee has applied the balance 
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of the decrease, $1,000,000, to this item. The allowance of $7,209,600, 
representing an increase of $2,279,900 after retirement costs, should 
adequately provide for the most urgent requirements in fiscal year 
1958. 

The remaining increases totalling $7,086,250 under this item include: 
timber sales, $2,091,350, to increase the allowable cut to 8.75 billion 
board feet; reforestation, $305,400; wildlife and range resources 
management, $436,200; administration of leases and other land uses, 
$1,508,000; fire protection, $508,800; soil and water management, 
$151,100; ranger district management, $311,600; land utilization 
projects, $101,400; and retirement costs, $1,672,400. 

Forest research—The budget estimate of $11,325,000 has been 
allowed. This will provide an increase of $720,000 over the 1957 
appropriation after provision for retirement costs of $450,000. The 
increases include $178,900 for forest products utilization research, 
$309,800 for the forest survey, $102,500 for forest protection research, 
and $128,800 for forest and range management research. 

State and private foresiry cooperation —The Committee recommends 
the budge: estimate of $13,245,000. This will provide increases total- 
ing $1,013,600 over the current year after provision of retirement costs, 
The increases include $300,900 for cooperation in forest tree planting; 
$501,900 for cooperation in forest management and processing; and 
$210,800 for general forestry assistance. 


FOREST ROADS AND TRAILS 


The Committee has approved the budget estimate of $24,336,000 for 
construction and maintenance of forest development roads and trails. 
The increase of $336,000 over the current year’s appropriation is for 
the Federal contribution to the retirement fund. 


ASSISTANCE TO STATES FOR TREE PLANTING 


The Committee has disallowed the budget estimate of $4,000,000 
to initiate in 1958 the program for assistance to the States for tree 
planting under Section 401 of the Agricultural Act of 1956. Con- 
sidering the magnitude of other tree planting programs planned for 
1958, it is believed prudent to defer financing this new program until 
a later date. This will afford State legislatures an opportunity to 
determine the extent to which they will be able to match Federal con- 
tributions and to submit plans for approval by the Secretary of Agri- 
culture as required by the basic legislation. 

In reaching its decision the Committee took cognizance of the great 
expansion that is planned under related tree planting programs. As 
indicated above, the Committee has allowed the full budget estimate 
of $1,308,000 for cooperation in tree planting under the Clarke- 
MeNary Act. This is more than two and one-half times the size of 
the 1956 program. It is estimated that 620 million trees will be 
produced for planting under this program alone with the States con- 
tributing $2,290,000. In addition the Forest Service during fiscal 
years 1957 and 1958 is being allotted a total of $16,550,000 from soil 
bank funds to initiate a program calling for the production of 5 billion 
trees for planting of 5 million acres of farm land. The soil bank pro- 
gram is being accomplished through advances to State foresters and 
will, in itself, require more than doubling the existing nursery capacity. 











INTERIOR AND RELATED AGENCIES APPROPRIATIONS, 1958 15 


An increase in Forest tree seedlings is also programed in the 1958 
budget by the Forest Service for the National forests, by the Bureau 
of Indian Affairs, the Bureau of Land Management, and the Agricul- 
tural Conservation Program. 

The various estimates assume tree seedling production of over 
1,500,000,000 in 1958 or more than double the estimated production 
in 1955 from all sources. 

In the light of these competing requirements the Committee be- 
lieves that the $1,308,000 allowed for cooperation in forest tree plant- 
ing under the Clarke-McNary Act is the maximum that can be 
efficiently expended in 1958 and recommends deferment of appropria- 
tions for the expanded program under this item at least until the States 
have had a more adequate opportunity to indicate their financial 
ability and willingness to match the Federal contribution and satis- 
factory evidence is presented that the program can be economically 
accomplished concurrently with the expansion being undertaken under 
the other various tree planting programs. 


ACQUISITION OF LANDS FOR NATIONAL FORESTS 
CACHE NATIONAL FOREST 


The budget estimate of $50,000 has been granted for acquisition of 
lands within the Cache National Forest, Utah for control of soil erosion 
and flood damage under authority of the Act of July 24, 1956. The 
amount provided is the same as the appropriation for the current 
year. 

SUPERIOR NATIONAL FOREST 


The Committee recommends the budget estimate of $500,000, the 
same as the amount available this year, to continue the acquisition of 
forest lands within the Superior National Forest to preserve the 
wilderness conditions. 

SPECIAL ACTS 


The budget request for the appropriation of $10,000 from national 
forest receipts has been approved for acquisition of land in the Cache 
National Forest. This will permit continuation of the program for 
control of soil erosion and flood damage at the current level. 


COOPERATIVE RANGE IMPROVEMENTS 


The Committee recommends the budget estimate of $700,000, the 
same amount as available for the current fiscal year. The funds are 
appropriated from grazing fees for protection and improvement of 
the range. 

[np1AN Ciarms ComMISSION 


The Committee has allowed the budget estimate of $177,700. The 


increase of $53,100 over 1957 provides for retirement costs and addi- 


tional personnel to meet the increased claims workload anticipated 
in 1958. 
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JAMESTOWN-WILLIAMSBURG-Y ORKTOWN CELEBRATION COMMISSION 


The budget estimate of $88,000 has been allowed, a decrease of 
$27,000 from the current year appropriation. This amount will 
finance the final expenses to be incurred by the Commission for the 
celebration of the 350th anniversary of the founding of Jamestown, 
the subsequent development of colonial Virginia, and the winning of 
our American independence at Yorktown in 1781. 


NATIONAL CapiTAL PLANNING COMMISSION 
SALARIES AND EXPENSES 


The Committee recommends $225,000 for operating expenses of the 
National Capital Planning Commission in fiscal year 1958. This is a 
decrease of $25,000 in the budget estimate but is an increase of 
$25,000 over the appropriation for this year. As the Commission has 
had successive increases since fiscal year 1954 totalling $75,000, 
the additional increase should provide adequately for the Commission’s 
requirements in fiscal year 1958. 


LAND ACQUISITION 


The Committee has allowed $4,793,000. This is a reduction of 
$853,000 in the budget estimate but provides an increase of $3,543,000 
over the appropriation for the current year. The budget estimate of 
$3,475,000 has been granted to complete land acquisition for the 
George Washington Memorial Parkway. The committee hes. also 
approved the budget request of $318, 000 for extension of the National 
Capital Park system into Maryland. The decrease of $853,000 
has been made in the estimate for land acquisition for the District of 
Columbia Park, Parkway, and Playground System. The Committee 
has allowed $1,000,000 for this purpose, an increase of $475,000 over 
the current year appropriation. The exorbitant purchase prices 
proposed for certain of the budgeted items appeared entirely unjustified 
and, therefore, the Committee has deleted funds for the following 
pending further review: Buchanan Recreation Center, Cleveland Park 
Recreation Center, Northeast Playground, and the neighborhood 
park vicinity of New Hampshire Ave. and Park Road, NW. 


WASHINGTON REGIONAL MASS TRANSPORTATION SURVEY 

The Committee has approved the budget request for continuing 
the availability of the unobligated balance of appropriations pre- 
viously granted for the survey. It is estimated that a balance of 
$19,118 will be available for use in fiscal year 1958. 


SMITHSONIAN INSTITUTION 


SALARIES AND EXPENSES 


The Committee recommends an appropriation of $6,000,000 for 
expenses of the Smithsonian Institution during fiscal year 1958. 
This is a decrease of $100,000 in the budget estimate, but is an increase 
of $1,575,000 over the appropriation for fiscal year 1957. The 
increase includes provision for retirement costs, continuation of the 
program for renovation of exhibits and rehabilitation of the exhibition 
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buildings, advance preparation for opening the new Museum of 
History and Technology, and the establishment of an educational 
service. 

ADDITIONS TO THE NATURAL HISTORY BUILDING 


The budget estimate of $800,000 has been allowed for preparation 
of plans and specifications for additions to the east and west ends of 
the Natural History Building to provide adequate space for the natural 
history collection. 


SALARIES AND EXPENSES, NATIONAL GALLERY OF ART 


The Committee recommends the budget estimate of $1,645,000. 
This is an increase of $140,000 over the current year appropriation 
which will provide primarily for the Government contribution to the 
retirement fund and increased heating costs. 


Nationa Monument Commission 


The Committee has again disallowed the budget request of $25,000 
for expenses of the Commission in developing plans and designs for a 
monument symbolizing the ideals of democracy. The Committee, 
which has denied funds for this purpose on two previous occasions, is 
still of the opinion that the Capitol Building itself is the best possible 
symbolization of the ideals of democracy. 


ALEXANDER HamitTron BICENTENNIAL COMMISSION 


The Committee has taken no action on the budget estimate of 
$15,000 upon the request of the Director of the Alexander Hamilton 
Bicentennial Commission. He advised the Committee that this 
amount, representing the unappropriated balance of the existin 
authorization of $200,000, will be required during the current fisca 
vear and that a budget amendment for 1958 will be submitted at a 
later date if an additional authorization is granted by the Congress. 


TITLE III—VIRGIN ISLANDS CORPORATION 
CoNTRIBUTIONS 


The Committee has allowed $524,000 to cover the operating losses 
of the Virgin Islands Corporation for fiscal years 1956 and 1957 as 
authorized by law and to provide for the forestry and water and soil 
conservation programs. The amount provided is a decrease of 
$168,000 in the budget estimate, representing the estimated losses 
of the Corporation in fiscal year 1958. The Committee sees no need 
to appropriate at this time for anticipated losses in 1958. 


LIMITATIONS AND LEGISLATIVE PROVISIONS 


The following limitations and legislative provisions not heretofore 
carried in the bill are recommended (new language in italics): 


Page 4, lines 7 through 12, under Construction, Bureau of Land 
Management: 


acquisition of rights-of-way on the revested Oregon and 
California Railroad grant lands, and on Coos Bay Wagon 
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Road lands and lands in the vicinity of the Gerber Reservoir and 
the Silvies River, Oregon, and lands in the vicinity of Powder 
Horn Creek and Wall Mountain, Colorado. 


Page 4, lines 13 and 14, under Construction, Bureau of Land Man- 
agement: 


and construction and maintenance of recreational facilities in 
Alaska; 


Page 5, line 23 through line 1 on page 6, under Administrative 
Provisions, Bureau of Land Management: 


and $900,000 of the amount appropriated for reforestation on 
the Oregon and California Railroad grant lands, under the 
appropriation ‘““Management of lands and resources”, shall 
be reimbursed to the general fund of the Treasury 


Page 13, lines 18 through 21, under Construction, Bureau of Mines: 


which shall be available for the cost of paving and improvement 
of streets and appurtenant facilities adjoining the Petroleum 
Experiment Station, Bartlesville, Oklahoma. 


Page 19, lines 24 and 25, under Administrative Provisions, Fish and 
Wildlife Service: 


appropriations and funds available to the Fish and Wildlife 
Service shall be available for 


Page 28, lines 4 through 7, under Forest Protection and Utiliza- 
tion, Forest Service: 


Provided further, that funds appropriated for “Cooperative 
range improvements”, pursuant to section 12 of the Act of 
April 24, 1950 (16 U. S. C. 580h), may be advanced to this 
appropriation. 


Page 29, lines 1 through 7, under Forest Roads and Trails, Forest 
Service: 


Provided, That a available under the Act of March 4, 
1913 (16 U.S. C O. 501), shall be merged with and made a part 
of this appropriation: ‘Provided further, That not less than 
the amount made available under the provisions of the Act of 
March 4, 1913, shall be expended under the provisions of such 
Act. 
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INVENTIVE CONTRIBUTIONS AWARDS 





Fesruary 21, 1957.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. Wits, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. R. 103] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 103) to authorize the National Inventors Council to make 
awards for inventive contributions relating to the national defense, 
having considered the same, report favorably thereon with amend- 
ment and recommend that the bill do pass. 

The amendment is as follows: 

Page 1, line 4, change the figures “11955” to “1957”, 


PURPOSE OF AMENDMENT 


The purpose of the amendment is to correct a clerical error. As 
printed, the bill reads “1955” and it should read ‘'1957”’. 


PURPOSE OF BILL 


The purpose of this legislation is to foster invention for national 
defense by authorizing the National Inventors Council within the 
Department of Commerce to confer monetary awards, known as 
National Defense Awards, on those people—principally those not in 
Government employ—who make meritorious inventive contributions 
to our Government in aid of our national defense. 


STATEMENT 


The present awards systems in Government are inadequate and 
complex. They mainly affect Government employees and do not 
specifically provide for contributions of an inventive nature. Accord- 

ingly, an inventor must look solely to the obtaining of a patent and 
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rely upon his patent rights to enforce a claim against the Govern- 
ment, should his invention be adopted and used. 

There is one field in particular in which the patent laws do not 
serve to assure a proper award to the inventor. This is the field of 
inventions relating to national defense. In many instances, this 
contribution is not of a type which can be patented. For example: 


The National Inventor’s Council received a suggestion 
from a woman who read an article about the difficulty Army 
surgeons were having with sanitation. She suggested a sur- 
geon’s gown made of paper with a suitable plastic coating 
so it could be sterilized, packaged, shipped, used, and 
thrown away. Since this suggestion was merely an idea 
and not a specific coating, it was not patentable. Industry 
will get all the procurement from the research and develop- 
ment contracts let to develop the idea.! 


Or it is not the type which, even if patented, can assure any adequate 
commercial return to the inventor. For example: 


As a result of the increase in the speed of planes, the weight 
of planes has increased and the corresponding strength and 
weight of arresting gear to handle the faster and heavier 
planes have increased. As it is necessary to compensate the 
weight of the flight deck to keep the ship from capsizing, an 
inventor contributed a light-weight arresting gear. This 
inventor has but one customer for his invention, namely, the 
Navy. 

Even when the invention is patentable, many inventors cannot 
afford to go through the long process of obtaining a patent and then 
prosecuting a claim for patent infringement against the Government, 
For example: 

The Esnault-Pelterie case (303 U. S. 26) involving the 
joy-stick control of aeroplanes was filed in 1922 and the 
Supreme Court handed down the final decision in 1939. 
This case was pending for a period of 17 years. 


As a result, there is little incentive for them to invent for purposes 
of national defense. 

Moreover, if there is a valuable invention for national defense, but 
the invention arises under circumstances where the Government has 
rights, there may be no way in which to reward the inventor. The 
following examples of such cases are from an article in the Saturday 
Evening Post of June 9, 1951, by Capt. George H. Robillard, United 
States Navy, and Beverly Smith, entitled “Are We Stifling the 
Inventor?” 


On another recent occasion, a veterinarian, without appar- 
ent scientific background except among animals, sent us 
some formulas for making a new prope ent fuel. Our trained 
chemists pointed out that the constituent parts, if mixed as 
directed, would explode. But the letter was so convincing 
that they made a cautious try. No explosion. The result- 


‘In Fowrer y. City of New York, ef at, (121 Fed. 747), the court held that ‘no mere abstraction, no idea, 
however brilliant, ean be the subject of a patent irrespective of the means designed to give it effect.” A 
system of devising code messages divorced from the means used in the system was held not to be patentable 
in Rerardini v. Tocci (190 Fed. 32%) 
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ing composition gives every promise of becoming a valuable 
fuel for missiles. 

Here the inventor is out of luck. Since the Government 
must spend money to “actually reduce the invention to prac- 
tice,” it takes a free license, leaving to the inventor his 
commercial rights which are apparently nil. He himself has 
no facilities for handling a research-and-development con- 
tract. Possibly a way can be found for compensating him 
indirectly, by putting him on the Government payroll or by 
some roundabout arrangement with the company which 
develops the new fuel. It is strange to see Uncle Sam 
reduced to such shenanigans in dealing with men on whom 
his survival may depend. 

One morning not long ago the mail brought us a complete 
set of drawings. They disclosed a weapon of such a revolu- 
tionary nature and with such accurate detail and execution, 
that our experts were first startled, then alarmed. Our 
people had been working along similar lines, and it seemed 
that this inventor must have got hold of our secret informa- 
tion and then gone on from there. We hastily tracked him 
down and checked him from A to Z. He turned out to be 
an obscure Government employee, on a salary of less than 
$2,000 a year, located in a remote part of the United States. 
He had no special training in science or in abstruse weapons. 

le had no possible access to secret military information. 
He just happened to have a strong and original mechanical 
gift. 

His weapon has great possibilities, and we are spending a 
lot of money to develop it. But no money can go to the 
mventor. In the first place, he is employed by the Govern- 
ment, and admittedly conceived and drew his designs (1) 
“during working hours,” using (2) Government ‘‘materi- 
als’’—pencil and paper. Therefore the Government takes all 
“right, title, and interest’? to his invention (see Executive 
Order 10096, January 23, 1950, sec. 1 (a) (1) and (2)). In 
the second place, he did not reduce his invention to “actual 
practice,” which he might have done if he had had $1 million, 
private arsenals and proving grounds, and a few other things. 
But he can still draw his little salary and may someday 
receive a handsomely engraved certificate of commendation 
from his grateful Government. 


While the need for inventive contributions 1s recognized, the finan- 
cial incentive for inspiring such contributions is at the present time 
wholly inadequate. It was pointed out that while 100 such inventions 
were used during World War II only 1 of the inventors received any 
substantial financial reward. 

There are many reasons why the financial rewards under our present 
systems are inadequate. As noted above in Captain Robillard’s 
article, one of the major stumbling blocks is the requirement of 
most defense agencies that an invention be reduced to practice before 
any financial reward can be made. In most instances, the inventor 
has not actually reduced the invention to practice either because 
he could not afford to do so or because he does not have the facilities 
to do so. He usually has an idea and perhaps produces a small 
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working model or perhaps a draft to show how his invention works, 
But it may require thousands or even hundreds of thousands of 
dollars to reduce an invention to an actual device. The individual 
inventor in most instances has neither the financial nor material 
resources to produce complicated and expensive tools of war. Cer- 
tainly the small groups of scientists who developed the atom bomb 
could never have produced one out of their own resources. 

Usually, the inventor who develops a device in aid of our national 
defense has only one customer, namely, the United States Govern- 
ment. According to the reports of the Roval Commission on Awards 
to Inventors, approximately 90 percent of the inventions relating to 
military devices which were used by the British had very little, if 
any, commercial application. 

In the 83d Congress, Public Law 763 was enacted (68 Stat. 1105), 
title III of which set up a Government Employees’ Incentive Awards 
Act which authorized the head of each department to pay cash awards 
to employees of the Government who, by their suggestions, inventions, 
superior accomplishments and other personal efforts, contributed to 
the improvement of Government operations. While the committee 
feels that this legislation is a long step in the right direction, it never- 
theless wishes to note that that act is restricted to officers and em- 
ployees of the Federal Government. Because of the lack of proper 
legislation, there is no incentive for independent inventors and no 
adequate means for rewarding inventors employed by Government 
contractors when they come forward with a particularly meritorious 
contribution, primarily useful to the national defense. 


GOVERNMENT SOLICITATION OF INVENTIONS 


Ever since World War I the Government has solicited inventions 
and inventive contributions for the national defense. In World War 
I it was done by the Navy Consulting Board, and many valuable 
inventions were received, the most important being the ground 
trainer for aviators. Ground trainers are still an important adjunct 
of aviators’ flight training. It is possible to train aviators in all of 
the fundamentals of flight and in instrument flying before they ever 
leave the ground. The prototype of all such trainers was the one 
obtained as a result of solicitation by the Government. 

With the start of World War II, the National Inventors Council 
was organized within the Department of Commerce for the specific 
purpose of soliciting inventions from the general public when- such 
inventions were useful to the national defense. During World War 
II the National Inventors Council received 300,000 submissions and 
of these approximately 5,000 were referred to the Department of 
Defense. It is known that over 100 were adopted, and one, in par- 
ticular, made a tremendous contribution to the saving of lives and 
the winning of the war. This was the land-mine detector. 

Reports from various authorities on the subject of awarding com- 
pensation to inventors were carefully studied by the National In- 
ventors Council which conducted an informal canvass of inventors 
whose inventions had been processed through the Council. As a 
result it was found that there was needed a great deal of improvement 
in the methods of properly and promptly compensating inventors. 

It was this Council which adopted the following report at its meeting 
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February 27 and 28, 1952, at Eglin Field, Fla., sponsoring and urging 
the introduction of legislation to encourage invention for nation 
defense: 





Report oF THE Nationat INveNToRS Councit on AWARD- 
ING COMPENSATION TO INVENTORS BY THE UNITED States 
GOVERNMENT 


We have carefully examined reports which we have 
received from the various authorities on the subject of 
awarding compensation to inventors by the United States 
Government, and we have conducted an informal canvass 
of inventors whose inventions have been processed through 
the National Inventors Council. The information which 
has come into our possession makes us believe that certain 
features of our laws dealing with inventors in certain cate- 
gories should be extended to all inventors who make inven- 
tions valuable for the war effort. 

We were gratified to find, during our investigation, that it 
is the general consensus of officers in the Army, Navy, and 
Air Force that inventors should receive every possible con- 
sideration, and that they should at all times be properly 
compensated for their inventions, 

Differences may have arisen in the past as to what con- 
stituted proper compensation, but these have been on the 
question of fact rather than on the fundamental principle 
that inventors should be properly compensated, and every- 
thing possible done to stimulate American invention for 
national defense. 

Therefore, there is no need for any change in the funda- 
mental principle that inventors should be properly and 
promptly compensated, but there is room for considerable 
improvement in the methods of accomplishing this. We feel 
that it is not necessary to disturb the rather elaborate arrange- 
ments which are now in existence for rewarding inventors; but 
that its processes should be streamlined and speeded up, and 
that awards should bear an appropriate relationship to the 
benefits obtained by the use of the invention. For this pur- 
pose it would be desirable to provide, so to speak, a board of 
appeals to which inventors may go, if they are not satisfied 
with the compensation they receive as part of the general 
operations of the Armed Forces. At the present time, the 
only place where an inventor can take an appeal against a 
decision by the Government is by expensive and lengthy pro- 
eedure to the Court of Claims, and this only under limited 
conditions. 

We feel that an Awards Board should be set up by the 
Government to provide proper compensation for inventors 
in the case where they are dissatisfied with what is offered to 
them in the ordinary operations of the Government. This 
Awards Board should be set up along the lines of that pro- 
vided by section 10r of Army Air Corps Act, July 2, 1926, 
which permitted an Awards Board to make awards for inven- 
tions in aviation. In this Army Act, the Awards Board was 


ee 
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not empowered to make awards of more than $75,000. We 
propose that the Awards Board should have a continuing fund 
of $5 million for the purpose of making awards, but where 
an award exceeds $250,000 the decision of the Awards Board 
shall become effective 60 days thereafter, unless objection is 
made thereto by the Congress. 

No awards of any kind should be made by the Awards 
Board except where the ownership of the invention has been 
established to the satisfaction of the Board. Where several 
claimants to an award are made, the Board may divide the 
award between all of those who have contributed in such 
proportion as it may think fit. 

In addition to handling the awards to civilian inventors 
who are not Government employees, the Awards Board 
should also be empowered to make awards to Government 
employees, but only under certain special circumstances, 
For example, if the inventor is paid to work on an invention, 
his invention is the property of the United States Govern- 
ment. However, if his compensation is small, and the in- 
vention of tremendous value, he should have the right to 
appeal for an award, and to receive same, if the Awards 
Board feels that his salary or compensation is inadequate: 
Furthermore, there should be some provisions for the return 
of an invention to an inventor, or a return of foreign rights to 
the inventor, if the Government has no interest in it. In all 
cases where an invention is returned to an inventor, the Gov- 
ernment should always retain a royalty-free, irrevocable, non- 
exclusive, worldwide license under the invention or patents. 
If the inventor is not paid to invent for the Government, or 
if the invention does not fall within his line of duty. then the 
former practice which existed for Government inventors 
should be reinstated and Government should be entitled to a 
royalty-free, irrevocable, nonexclusive, worldwide license 
under the invention or patents, all the other rights remaining 
with the inventor employee. 

We further feel that any civilian individual, firm, or corpo- 
ration which is dissatisfied with the terms offered it for an in- 
vention may appeal to the Awards Board. We believe that 
a practice now existing in some Government agencies should 
be modified; viz, the “practice of making a working model, 
pilot plant, or other reduction to practice ‘by the Government 
only in the case where the inventor is willing to give a royalty- 
free license to the Government. 

We think that in no case should the Government receive a 
royalty-free license merely in return for making such models 
or merely reducing the invention to practice, except where 
the invention has definite commercial application in addition 
to Government application. We believe, however, if the 
Government uses the invention, it should compensate the 
inventor, but should have the right to deduct the cost of the 
working model, pilot process, etc., in arriving at the proper 
compensation for the invention. Here again, the inventor 
who feels he is inadequately compensated may appeal to the 
Awards Board. 


hr ~~ 
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Some instances of injustice have been found where a 
seemingly unimportant invention is secured by the Govern- 
ment for very small compensation, and thereafter the inven- 
tion has turned out to be of enormous value. Under such 
circumstances, the inventor should have the right to appeal 
to the Awards Board for additional compensation. 


The members of the Council know the patent system and are be- 
lievers in the fact that the patent system is responsible for the great 
industrial progress in this country. Yet it is recognized by the 
Council that in the area of defense invention the patent laws are not 
always adequate. 


LEGISLATION APPROVED BY GOVERNMENT AGENCIES 


The Department of Defense supports legislation to encourage in- 
ventions and inventive contributions for the national defense and since 
that Department is most directly affected, its opinion is of great 
significance. It is also well to note that the United States Civil 
Service Commission, which is charged with administering the pro- 
visions of Publie Law 763, 83d Congress, also favors the enactment of 
this kind of legislation. Of significance too is the number of other 
Government agencies which have had no objection to this type of 
legislation. They are listed below and, in addition, there are set out 
at the end of this report communications which were received from 
those departments on similar legislation during the 84th Congress 
and which contain their particular views: 

Department of State 

General Services Administration 

Bureau of the Budget 

Department of Justice 

National Advisory Committee for Aeronautics 

A Royal Commission on Awards for Inventors was established in 
Great Britain in 1919 after the First World War. On May 15, 1946, 
a similar Commission was established with functions relating to the 
Second World War. A representative from the Ministry of Supply, 
British Joint Services Mission, testified at hearings during the 84th 
Congress, and gave the committee the benefits of his views on the 
question of how well the British system of awards has been working 
out.’ 

HISTORY OF LEGISLATION 


In 1952, H. R. 7316, a bill to authorize the establishment of an 
Inventions Awards Board within the Department of Defense, was 
introduced. Hearings were held and thereafter the record was kept 
open for a reasonable time to permit the inclusion of statements of 
those who did not have an opportunity to appear at the hearing. 
(See hearing, House Judiciary Committee on H. R. 7316, 82d Cong., 
Serial No. 16.) As a result of the hearings and material received by 
the committee, a committee print was drafted, incorporating amend- 
ments which appeared to be necessary in order to achieve the intent 
of the proposed legislation. 


4See also reports of the Royal Commission on Awards to Inventors, published by the HM Stationery 
Office, London, England 
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In the 83d Congress a bill, H. R. 5889, which incorporated many of 
the suggestions advanced in connection with the earlier legislation, 
was introduced. However, aside from receiving departmental reports, 
no action was taken by the committee. 

In the 84th Congress, H. R. 2383 was introduced and extensive 
hearings held. This legislation passed the House on the Consent 
Calendar. The Senate took no action. 


PROVISIONS OF PRESENT LEGISLATION 


The present bill is identical to H. R. 2383 which passed the House in 
the 84th Congress, and is intended to provide means for the rewarding 
of individuals for the contributions they make to the national defense, 
whether or not patent has been obtained. The bill authorizes the 
National Inventors Council, within the Department of Commerce, to 
recommend conferring monetary awards for meritorious inventive 
contributions relating to the national defense. In conferring such 
authority on the National Inventors Council (sec. 2) rather than on 
an Awards Board or some Government agency, the committee felt 
that the National Inventors Council, consisting of persons who are 
adequately qualified to judge and evaluate the contribution made by 
an inventor and already an established agency, will require very little 
additional moneys or staff personnel to accomplish the added burden 
which this legislation would place upon it. 

This legislation authorizes the Council to recommend the awards 
in any amount and the particular defense agency concerned would be 
authorized to pay the award if it does not exceed $50,000 (sec. 8 (b)). 
If it exceeds $50,000 it must be referred to Congress for determination 
as to whether the award should be paid, or paid on different terms 
than those recommended by the Council (sec. 8 (c)). The Council 
would establish its own rules of procedure, the intent being to keep 
the procedure as simple as possible so that the contributor is not con- 
fronted with long and expensive delays (sec. 5 (b)). The instant bill 
does not contemplate an extensive staff. Informal inquiry in 1955 by 
this committee from various people, both in the Department of Com- 
merce and Department of Defense elicited the estimations that this 
legislation would require an additional staff of 5 or 6 and a monetary 
outlay of not more than $40,000 per year. It should be noted, how- 
ever, that no special appropriation would be necessary in most instances 
for the payment of any recommended awards hereunder, since the 
instant legislation provides that such payments are to be made from 
moneys appropriated for the purchase of equipment in which the 
inventive contribution is incorporated (sec. 8 (b)). The Department 
of Defense already has authority to utilize such moneys for the 
settlement of infringement claims and the bill now makes these funds 
available for the payment of awards. 

Since the purpose of the bill as amended is to provide an incentive 
for the inventor for national defense, it is so drafted that it provides 
for an award for an inventive contribution whether or not the contri- 
bution is patented, unpatented, or unpatentable, or whether or not 
original with the contributor, new or if not amounting to an invention 
(sec. 3 (a)). 

In order that the legislation will not be open to legal attack because 
of ambiguity, the committee has set up in section 3 (a) certain stand- 
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ards which are to guide the National Inventors Council in entertaining 
and in processing applications for an award under this legislation. 
The term “invention” as was contained in the earlier bills on this 
subject has been broadened to “inventive contributions” to emphasize 
the double standard intended; namely, (1) the contribution must be 
of an inventive nature, not necessarily patentable, and (2) it must 
be a contribution to national defense. 

To be eligible for an award, the contributor must have communi- 
cated his inventive contribution to the Government and as a result of 
such communication the contribution must have been adopted and 
used (sec. 7 (a) and (b)). Thus, as a condition precedent to an award, 
communication is essential regardless of whether or not the contribu- 
tion is one which may or may not have all the attributes of an 
invention. 

The proposed legislation does not in any way conflict with the 
patent laws. ‘The measure here is not one of patentability under the 
patent laws, but whether or not the contribution is useful to the 
national defense. The payment of the award is based on the use of 
the invention and not on the invasion of a patent right under the 
patent law. 

This bill would not prevent any defense agency from making pay- 
ment to any contributor pursuant to any other law (sec. 9 (a)). Nor 
would it bar any contributor from prosecuting any suit under any 
other provision of law (sec. 9 (a)). However, no officer or employee 
of the Government is eligible for consideration for an award under 
this act unless he has first proceeded under Public Law 763 of the 
83d Congress (68 Stat. 1112) and then only after he has received the 
maximum monetary award ($25,000) which may be granted for an 
inventive contribution under thet act (sec. 9 (b)). 

Generally, the basic intent of the bill is to provide an incentive for 
individuals who direct their efforts toward inventing for the national 
defense, assuring to them some return for their efforts. It is also 
intended to stimulate private enterprise by encouraging private and 
Government exploitation of inventions and inventive contributions 
made by employees of Government contractors. 

There follows communications from various Federal agencies. It 
might be well to point out that the communications were submitted 
with reference to H. R. 639, H. R. 2383 and related bills of the 84th 
Congress. 

After considering these bills H. R. 2383 was adopted and passed 
by the House. The instant bill and H. R. 2383 are identical. How- 
ever, H. R. 2383 when introduced, placed authority to determine 
awards in a separate Awards Board within the Department of Defense. 
The committee amended H. R. 2383, placing the authority in the 
National Inventors Council and the instant bill.embodies this change. 
This change was made because the Council is an established, function- 
ing body which, without too much difficulty, can be equipped to 
handle the subject matter of this legislation. An award board, on 
the other hand, would have to be created. 

There is set out, at the end of this report, title II] of Public Law 763, 


83d Congress, containing the Government Employees’ Incentive 
Awards Act. 
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OFFICE OF THE ASSISTANT SECRETARY OF DEFENSE, 
Washington 25, D. C., May 24, 1956, 
Hon. EManvuet CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives. 

Dear Mr. CHARMAN: Reference is meade to your request for com. 
ments of the Department of Defense on H. R. 639, a bill to authorize 
the establishment of an Inventions Awards Board within the Depart- 
ment of Defense, and for other purposes. 

Under the present provisions of law the Department of Defense is 
unable to provide payments tc an inventor whose invention has been 
utilized by the Government unless he has a valid patent covering his 
invention, since to do so would require an expenditure of funds not 
authorized by law. 

Legislation is needed in order to provide a means for compensating 
the many inventors who have made contributions to the national de- 
fense and who are equitably entitled to compensation for the use of 
their inventions, but who have no legal cause of action against the 
United States. Such legislation is also needed to provide a way of 
compensating inventors who do have a legal cause of action against 
the United States, but who are willing to accept an equitable reward 
rather than to prosecute their claims. 

H. R. 639 would enable the Department of Defense to make awards 
for meritorious contributions without regard to patent protection. It 
would provide incentives for, and give recognition to those individuals 
whose talents have produced inventive contributions peculiar to 
Government use. Some of the contributors in this field of inventions 
are not issued patents. In some instances, while of particular interest 
to the armed services, the contributions might be of such a nature as 
to be unpatentable. 

Proposed legislation on this subject was introduced in the 83d 
Congress in the form of H. R. 5889. The Department of Defense 
concurred in H. R. 5889 subject to a few amendments. H. R. 2383, 
introduced in the 84th Congress contains all the amendments offered 
by the Department of Defense to H. R. 5889, and the Department of 
Defense supports enactment of H. R. 2383, if amended as discussed 
below. 

In regard to H. R. 639, it is noted that section 7 (b) provides that 
the respondent defense agency or agencies shall be entitled to assert 
any legal or equitable defense which could be asserted by the United 
States in any suit brought by the applicant against the United States 
for judicial relief on account of the use of the invention. It would 
appear from this that the Awards Board would have no power to make 
any awards except when based upon a valid patent which is infringed. 
In this respect subsection 7 (b) appears to be inconsistent with the 
general theory of the bill, and would add nothing over the patent 
system, It would merely provide a forum for legal relief which would 
be alternative to the courts. 

Title LIL (68 Stat. 1113), 83d Congress, was enacted September 1, 
1954, as the Government Employees’ Incentive Awards Act. Section 
304 (b) of that act provides for the payment of cash awards to civilian 
officers and employees of the Government for ‘suggestions, inventions, 
superior accomplishments, or other personal efforts * * * or for 
exceptionally meritorious special acts or services in the public interest 
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in connection with or related to their official employment.” H. R, 
639 and H. R. 2383 apply both to the public and to all officers and 
employees of the Government. To some extent the provisions of 
both these bills overlap those of the-Government Employees’ Incen- 
tive Awards Act, with respect to the payment of awards to civilian 
officers and employees of the Government. Any overlap could be 
resolved by administrative regulation, in the forwarding of contribu- 
tions to the more appropriate board; however, in order to insure that 
there be no possibility of overlapping , consideration should be given 
to the incorporation of an amendment to H. R. 639 as follows: 

Section 3 (b) be changed to read: 

‘“‘(b) The term ‘inventor’ means any person who has made an inven- 
tion, other than civilian officers and employees of the Federal Govern- 
ment to whom title III, Public Law 763, applies, or as otherwise 
included in section 6, subsection (c) hereafter.” 

Section 6 should be changed by the addition of a new subsection (c) 
as follows: 

“(¢) The Civil Service Commission may refer to the Inventions 
Awards Board any invention, as defined in this Act, from a civilian 
employee of the kederal Government for which it has approved an 
award of $25,000 under the provisions of title III, Public Law 763, 
83d Congress and which it considers merits consideration for further 
award. An additional award for such invention may be approved 
by the Board in accordance with the terms of this Act.” 

The Department of Defense, while suppor ting the purpose of H. R. 
639, favors the enactment of H. R. 2383, if amended to eliminate the 
provisions which overlap those of the Government Employees 
Incentive Act. 

There has been insufficient time to obtain advice from the Bureau 
of the Budget as to the relationship of this report on H. R. 639 to the 
yrogram of the President. As soon as such advice is received, it will 
be forwarded to your committee. 

Sincerely yours, 
Ricuarp A. BuppDEKE, 
Director, Legislative Programs. 


Unitrep States Civin Servicer Commission, 
Washington 25, D. C., May 28, 1955. 
Hon. Emanvet Creiier, 
Chairinan, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

Dear Mr. Cretuer: This is in reply to your letter of May 16, 1955, 
notifying us of the hearings scheduled for May 24 before Subcommittee 
No. 3 on H. R. 639 and H. R. 2383, bills to authorize the establish- 
ment of Inventions Awards Board within the Department of Defense. 

We are attaching copies of our report on H. R. 639 which states the 
Commission’s position on this bill. Your committee did not ask us 
for a report on H, R. 2383; however, since this bill also is on the subject 
of the establishment of an Inventive Contributions Award Board, our 
comments on H. R. 639 are equally applicable to it. 

We believe the Commission’s position on these bills is made clear 
in our report on H. R. 639 and we would like to have it included as 
our statement for the record. If, in addition to our report, the com- 
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mittee wishes to have us testify, we will be glad to send a representa: 
tive from the Commission. 
Sincerely yours, 


Putte Youne, Chairman, 


Untrep Starrs Civi. Service CommMIsston, 
Washington 25, D. C., May 28, 1956. 
Hon. EmManvet Crtuer, 
Chairman, Committee on the Judiciary, 
House of Represeniatives, Washington, D. C. 

Dear Mr. Cetuer: The Commission has reviewed H. R. 639, a bill 
to authorize the establishment of an Inventions Awards Board within 
the Department of Defense, and for other purposes. We received the 
bill with your letter of February 7, 1955. 

The bill would authorize the payment of monetary National De- 
fense Awards to persons, including Federal employees, for inventions 
contributing to the national defense. The amount of a single award 
would not be limited, but awards in excess of $75,000 would require 
congressional approval. Awards could not be granted if the inventor 
had already received compensation (other than Government salary) 
under any other provision of law including, it is assumed, the Govern- 
ment Employees’ Incentive Awards Act (title III of an act of Septem- 
ber 1, 1954, 68 Stat. 1112) which is regulated by the Commission. 

We do not oppose enactment of H. R. 639 if the amendatory 
language suggested below is adopted. 

Under the Government Employees’ Incentive Awards Act, 
inventions of Government employees may be recognized by means of 
cash payments. Monetary awards under that act may be made by 
agencies up to the amount of $25,000. (Agency cash awards in excess 
of $5,000 must receive the prior approval of the Civil Service Com- 
mission.) 

Section 9 (Proceedings Under Other Statutes) of the bill would have 
an effect upon Federal employee-inventors who receive awards under 
the Government Employees’ Incentive Awards Act. If a Federal 
employee-inventor receives any cash award under the Incentive 
Awards Act, it appears that under section 9 (b) (1) of the proposed 
legislation he would be deemed ineligible for consideration for a cash 
award under the proposed legislation. We do not oppose excluding 
from coverage of the bill those Federal employee-inventors who 
receive less than the maximum agency cash award authorized by the 
Incentive Awards Act. 

One purpose of the Incentive Awards Act was to consolidste all 
laws governing incentive awards programs in Federal agencies and to 
establish a single unform authority for the administration of incentive 
awards. Therefore, to establish an additional awards authority for 
Federal employees would seem to be contrary to the intent of the 
Incentive Awards Act. 

We are concerned, however, about those instances when the Federal 
employee-inventor has been granted the maximum agency cash award 
($25,000) authorized under ‘existing awards authority. If such em- 
ployees are excluded from the proposed authority, they would be 
denied the benefit of a more liberal award simply ‘because of their 
Federal employment and in spite of the fact that they had received 
the maximum agency cash award under existing authority. We 
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believe, thereforé, that an overlap of the two awards authorities may 
be justified. We recommend, accordingly, that section 9:of the bill 
be amended by adding a new Subsection (c) to provide as follows: 

“(e) An officer or employ ee of the Government shall not be eligible 
for consideration for an award pursuant to this act except if he has 
received the maximum monetary award that may be granted for an 
invention by the head of a department under the Government Em- 

ployees’ Incentive Awards Act (88 Stat. 1112).” 

Section 5 (b) of the bill proposes that Inventions Awards Board 
members receive compensation at the rate of $75 for each day of 
attendance at meetings of the Board. The Congress, however, has 
established a general pattern, under comparable statutes providing 
for boards serving on an intermittent basis, of authorizing compensa- 
tion not to exceed $50 a day. The $50 a day limit for board members 
currently is exceeded only in Public Law 558, 83d Congress (68 
Stat. 587) which authorized a payment of $75 a day for members of 
the Commission on Governmental Use of International Telecommuni- 
cations. Certain other statutes also authorize compensation in excess 
of $50 a day for experts and consultants who are not board members, 

Despite the existence of authorities for rates of compensation in 
excess of $50 a day for intermittent employees, we suggest a revision of 
H. R. 639 to reduce the proposed compensation for Board members to 
$50 a day. This change would place the compensation of members 
of the Inventions Awards Board on a par with the maximum rates 
paid to the members of almost all other boards and committees in 
the Government which serve on an intermittent basis. The proposed 
$75 a day rate of compensation would be disproportionate to salaries 
established by the Executive Pay Act of 1949 for full-time officers of 
boards and commissions. On a full-time basis a per diem rate of $75 
would equal $19,500 a vear, while the Executive Pay Act establishes 
annual salaries of $16,000 a year or less for full-time board and com- 
mission members. 

Section 3 (a) of the bill refers to the Atomic Energy Act of 1946. 
We wish to point out that, during the 83d Congress, that act was 
amended; the amended act may be cited as the Atomic Energy Act of 
1954. 

We have no STL to the enactment of H. R. 639 if it is amended 
to permit coverage of Federal employee-inventors who have received 
the maximum agency cash award authorized under the Government 
Employees’ Incentive Awards Act and if the per diem rate for members 
of the Inventions Awards Board is made consistent with the general 
maximum per diem rates for other boards and committees serving 
intermittently. 

We are advised that the Bureau of the Budget has no objection to 
the submission of this report. 

By direction of the Commission: 

Sincerely yours, 


Purtie Youne, Chairman. 
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May 23, 1955, 
Hon. EmManust Crier, 


Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

Dear Mr. Cetuer: Reference is made to your letter of February 7, 
1955, transmitting for the comment of the Department of State a copy 
of H. R. 639, to authorize the establishment of an Inventions Awards 
Board within the Department of Defense, and for other purposes. 

The Department is wholly in accord with the objectives of the bill 
in providing an administrative proceeding by which awards may be 
made to inventors who have communicated to the Government in- 
ventions that are useful to the national defense. 

The importance to the United States of maintaining technological 
superiority in its defense program is clearly evident. ‘The inventive- 
ness and technical skill of the United States constitute one of our prin« 
cipal sources of strength. It is, therefore, desirable that the Congress 
should encourage inventors to contribute to this source of strength 
and provide machinery by which they can be fairly rewarded for their 
contributions. 

Such machinery should have particular value in encouraging sub- 
mission of ideas by inventors of foreign nationality, to whom the avail- 
ability of an administrative procedure would be more appealing than 
the possibilities of compensation through extensive and unfamiliar 
court procedures. 

While the Department does not concider itself competent to 
comment on all of the detailed features of H. R. 639, we would suggest 
that there be added a new subsection 3 (i), to read as follows: ‘The 
term ‘national defense’ shall include the program to strengthen 
the mutual security and individual and collective defenses of the free 
world provided for in the Mutual Security Act of 1954.” <A consider- 
able number of inventions communicated to defense agencies will 
doubtless be used in connection with the furnishing of military 
assistance to other governments. Such use may involve either 
(a) manufacture under the inventions by a defense agency for the 
production of goods to be furnished to foreign countries or (6) furnish- 
ing the invention itself to a foreign country for use in its own defense 
production. Programs of military assistance to other governments 
have been regarded as serving the national defense of the United States, 
and the Department would assume that they would be so viewed 
under this bill. The Department believes, however, that it would be 
desirable to spell this out more specifically as suggested above. 

The Department appreciates your letter of May 16, 1955, inviting 
a representative to attend the hearing scheduled for May 24, 1955, but 
does not have any further views to express. 

The Department has been informed by the Bureau of the Budget 
that there is no objection to the submission of this report. 

Sincerely yours, 


Turvuston B. Morton, 
Assistant Secretary 
(For the Secretary of State). 
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May 25, 1955. 
Re H. R. 639. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington 25, D. C. 

Dear ConcressMAN CELLER: Your letter of February 7 requested 
an expression of the views of GSA on H. R. 639, a bill to authorize the 
establishment, of an Inventions Awards Board within the Department 
of Defense, and for other purposes. 

This bill is similar to H. R. 7316 introduced in the 2d session of the 
82d Congress, and H. R. 5889 which was introduced in the 83d Con- 
rress. 

The purpose of this bill is to foster inventions for national defense. 
It is proposed to accomplish this by the establishment of an Inven- 
tions Awards Board within the Department of Defense which shall be 
authorized to recommend to the Secretary of Defense awards for 
meritorious inventions which contribute to the national defense. 

The provision is made for the establishment of such Board and the 
duties of the members comprising the Board. This bill provides for 
the manner in which applications for awards shall be made and the 
procedure of the Board acting upon same. Payments for such award 


_ are limited to $75,000, unless approved by the Congress. The appli- 


cation of the provisions of this bill would be confined to defense 
agencies. 

Legislation of this type is of vital interest to GSA, as a portion of 
its functions has been designated as defense work by the President of 
the United States. 

[t is believed that the incentive provided in this bill may result in 
the discovery and use of inventions which will aid substantially our 
national defense. It is recommended, however, that consideration be 
_ n to the amendments set out below. 

. That section 5 (b) be amended by adding on page 4, line 8, after 
ie ‘word “Board” the following: “Provided, however, That the provi- 
sions of title 18, United States Code, section 281, shall not apply to 
the members of this Board and that appointment may be made 
without regard to the requirements of the Civil Service Retirement 
Act.” 

This change is suggested in order to waive the prohibition against 
compensation to w scar oere of Congress, officers, and others in relation 
to any proceedings in which the United States is a party. It is 
believed that such aia should not be prohibited from receiving such 
awards. 

The Attorney General of the United States, in an opinion dated 
July 18, 1949, volume 41, No. 4, has stated that practice before the 
United States Patent Office by an officer or employee of the United 
States would be in violation of title 18, United States Code, section 
281. 

Considering section 5 as a whole, the members of the Board might 
well be considered as officers or employees of the United States. It.is 
doubtful that the services of anyone eminent in their field would be 
available unless exemption from the operation of the conflict-of- 
interest statutes is provided. 

2. It is further recommended that a new subsection be added to 
section 9 which would read as follows: ‘‘(3) prohibit any department 
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or agency of the United States from making any payment to any 
employee pursuant to any administrative order of such department 
or agency.’ 

Many governmental departments and agencies have ineentive 
awards programs which have proven very beneficial. It is believed 
that.a small award by the agency in which a person is employed 
should not prohibit such person from being considered for an award 
as contempl: uted by this act. 

GSA favors the enactment of legislation which would achieve the 
broad objectives of this bill. Upon consideration of the whole bill 
together with suggested amendments, GSA would recommend the 
enactment of H. R. 639 

The Bureau of the Budget has advised that there is no objection 
to the submission of this report to your committee. 

Cordially yours, 
Epmunp F, Mansure, Administrator. 





Executive OFrrice OF THE PRESIDENT, 
Bureau or tHE Bupeer, 
Washington, D. C., May 24, 1956, 
Hon. Emanvuet CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

My Dear Mr. Cuarrman: This will acknowledge your request of 
February 7, 1955, for the views of the Bureau of the Budget on H. R. 
639, a bill to authorize the establishment of an Inventions Awards 
Board within the Department of Defense, and for other purposes. 

The Bureau of the Budget is in agreement with the general purpose 
of the bill but recommends the following amendments: 

1. The scope of the bill should be extended to include contributions 
other than inventions, such as medical discoveries and scientific ad- 
vancements. 

The Bureau of the Budget agrees with the amendment recom- 
mended by the Civil Service Commission to assure consistency be- 
tween H. R. 639 and the Gov ernment Employees’ Incentive Awards 
Act. hecaaiinaliy. an officer or employee of the Government should 
not be eligible for consideration for an award under the proposed 
legislation unless he has received the maximum monetary award that 
may be granted for an invention under the Government Employees’ 
Incentive Awards Act. 

3. The Bureau of the Budget is also in agreement with the technical 
and clarifying amendments recommended by the Department of 
Justice. 

4. Existing legislation authorizing awards for contributions of an 
inventive nature to the Government by persons not employed by the 
Government should be carefully reviewed to avoid further duplication 
or conflict with any new legislation on this subject. Among —a 
legislation are section 10 (r) of the act of July 2, 1926, as “amende 
(10 U. S. C. 310 (r)), and section 11 (e) of the act of August 1, 1946 
(42 U. S. C. 1811 (e)). 

Sincerely yours, 


Harotp Pearson, Assistant Director. 
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May 25, 1955, 
Hon. EMAnvuet CELLEr, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

Drar Mr. Cuairgman: This is in response to your request for the 
views of the Department of Justice concerning the bill (H. R. 639) to 
authorize the establishment of an Inventions Awards Board within 
the Department of Defense, and for other purposes. 

The bill would establish within the Department of Defense an 
Inventions Awards Board to recommend to the Secretary of Defense 
the making of awards to be known as National Defense Awards. 
These awards would be made for meritorious inventions contributing 
to the national defense. 

‘There is attached a memorandum prepared in this Department 
setting forth a section-by-section analysis of the bill, together with a 
number of amendments largely of a technical and clarifyi ing character. 
It is believed that if this ‘legislation, which primarily concerns the 
Department of Defense, is to be enacted it should be amended in the 
respects set forth in that memorandum. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report. 

Sincerely, 
Wituiam P. Rogers, Deputy Attorney General. 





Nationat Apvisory ComMMITTEE FOR AERONAUTICS, 
Washington 25, D. C., May 28, 19565. 
Hon. Emanvuet CELier, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington 25, D. C. 

Dear Mr. Cetrer: Your letter of February 7, 1955, to Dr. 
Hunsaker requests the views of the National Advisory Committee 
for Aeronautics on H. R. 639, a bill to authorize the establishment of 
an Inventions Awards Board within the Department of Defense, and 
for other purposes. 

The NACA favors in principle the legislation proposed in H. R. 639 
and recommends that an amendment be inserted in the bill to provide 
for the repeal of section 10 (r) of the Army Air Corps Act approved 
July 2, 1926, as amended by as approved March 3, 1927 (10 U.S. C. 
310 (r)). 

Attached is a copy of the section 10 (r), as amended, which is 
recommended for repeal. It established an aeronautical patents and 
design board to consist of assistant secretaries of War, Navy, and 
Commerce Departments and provided that upon the favorable recom- 
mendation of the NACA the board could make an award not to 
exceed $75,000 for the exclusive or nonexclusive use of an idea patented 
or unpatentable. Since the early days of World War II, the National 
Inventors Council has functioned on inventions generally, including 
this class, and this particular legislation has become a dead letter. 

Your committee may be interested in broadening the basis for 
making an award to include methods of procedure as well as patent- 
able inventions. This would be analogous to the scope of section 
10 (r) referred to above. 
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The Bureau of the Budget advises that there is no objection to the 
submission of these comments. 
Sincerely yours, 
J. F. Vicrory, Executive Secretary. 


Pusuic Law 763 (83p Cona., 68 Star. 1105) 
TITLE III—GOVERNMENT EMPLOYEES’ INCENTIVE AWARDS 


Sec. 301. This title may be cited as the ‘“‘Government Employees’ 
Incentive Awards Act”’. 

Sec, 302. The departmental awards program set forth in this title 
shall be carried out under such regulations and instructions as may be 
issued by the United States C ivil Service Commission which shall 
annually report the results of the program, with related recommenda- 
tions, to the President for transmittal to the Congress. 

Sec. 303. As used in this title, the term “department” means an 
executive department or independent agency in the executive branch 
of the Government, including a Government-owned or controlled 
corporation (but not including the Tennessee Valley Authority), and 
also includes (a) the Administrative Office of the United States Courts 
(b) the Library of Congress, (c) the Botanie Garden, (d) the Govern- 
ment Printing Office, (e) the Office of the Architect of the Capitol, 
and (f) the municipal government of the District of Columbia. 

Sec. 304. (a) The head of each department is authorized to pay 
cash awards to, and to incur necessary expenses for the honorary 
recognition of, civilian officers and employees of the Government who 
by their suggestions, inventions, superior accomplishments, or other 
personal efforts contribute to the efficiency, economy, or other im- 
provement of Government operations or who perform special acts or 
services in the public interest in connection with or related to their 
official employment. 

(b) In instances determined by the President to warrant such ac- 
tion, he is authorized to pay cash awards to, and to incur necessary 
expenses for the honorary recognition of, civilian officers and employ- 
ees of the Government who by their suggestions, inventions, superior 
accomplishments, or other personal efforts contribute to the efficiency, 
economy, or other improvement of Government operations, or who 
perform exceptionally meritorious special acts or services in the public 
interest in connection with or related to their official employment, and 
any such Presidential awards may be in addition to the departmental 
awards authorized in subsection (a) of this section. 

(c) Awards under this section may be paid notwithstanding the 
death or separation from the service of the officer or employee con- 
cerned: Provided, That the suggestions, inventions, superior accom- 
plishments, other personal efforts, or special acts or services in the 
public interest forming the basis for the awards are made or rendered 
while the officer or employee is in the employ of the Government. 

(d) A cash award under this section shall be in addition to the regular 
compensation of the recipient and the acceptance of such cash award 
shall constitute an agreement that the use by the Government of the 
United States or the municipal government of the District of Colum- 
bia of any idea, method or device for which the award is made shall 
not form the basis of a further claim of any nature upon the Govern- 
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ment of the United States or the municipal government of the District 
of Columbia by the employee, his heirs, or assigns. 

(e) Awards to employees and expenses for the honorary recognition 
of employees may be paid from the funds or appropriations available 
to the activity primarily benefiting or may be paid from the several 
funds or appropriations of the various activities benefiting as may be 
determined by the President for awards under subsection (b) of this 
section, and by the head of the department concerned for awards 
under subsection (a) of this section. 

(f) An award under this title shall be given due weight in qualifying 
and selecting employees for promotion. 

(g) A monetary award granted under this title shall not exceed 
$5,000, except that an award in excess of such amount but not in 
excess of $25,000 may be granted, with the approval of the Commis- 
sion, in special cases in which the head of a department certifies to 
the Commission that the suggestion, invention, superior accomplish- 
ment, or other meritorious effort for which such award is proposed 
to be made is highly exceptional and unusually outstanding. 

Src. 305. The following laws and parts of laws are hereby repealed: 

(a) Sections 702, 1002, and 1003 of the Classification Act of 1949 
(63 Stat. 954; 5 U.S. C. 1122, 1152, 1153). 

(b) Section 14 of the Act entitled “An Act to authorize certain 
administrative expenses in the Government service, and for other 
ow, ’ approved August 2, 1946 (60 Stat. 809; 5 U.S.C. 116a). 

(c) The Act entitled “An Act authorizing payments of rewards to 
postal employees for inventions”’, approved December 3, 1945 (59 
Stat. 591; 39 U.S. C. 813). 

(d) The Act entitled “An Act authorizing the Secretary of War to 
pay a cash award for suggestions submitted by employees of certain 
establishments of the Ordnance Department for improvement or 
economy in manufacturing process or plant”, approved July 17, 1912 
(37 Stat. 193; 50 U.S. C. 58). 

(e) The Act entitled “An Act to provide equitable compensation 
for useful suggestions or inventions by personnel of the Department 
of the Interior’, approved June 26, 1944 (58 Stat. 360; 5 U.S. C. 500). 

(f) Subsections (a) and (b) of section 35 of the Act entitled “An 
Act to enact certain provisions now included in the Naval Appropria- 
tion Act, 1946, and for other purposes’, approved August 2, 1946 
(60 Stat. 857; 5 U.S. C. 416). 

The joint resolution entitled “Joint Resolution to provide cash 
awards to personnel of the Maritime Commission and the War 
Shipping Administration for useful suggestions to improve adminis- 
tration of their activities”, approved March 13, 1944 (58 Stat. 115; 
46 U.S.C. 1111b). 

(h)* All other laws or parts of laws inconsistent with this Act are 
hereby repealed to the extent of such inconsistency. 

Sec. 306. The enactment of this title shall not affect the right of 
any employee to an award granted him under any provision of law 
repealed by this title. 

Sec. 307. This title shall take effect on the ninetieth day after the 
date of its enactment. 

O 
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ESTABLISHMENT OF POSTAL STATIONS AT ARMED 
FORCES AND DEFENSE INSTALLATIONS 





Fespruary 21, 1957 —Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Murray, from the Committee on Post Office and Civil Service, 
submitted the following 


REPORT 


[To accompany H. R. 4815} 


The Committee on Post Office and Civil Service, to whom was 
referred the bill (H. R. 4815), having considered the same, report 
favorably thereon without amendment and recommend that the bill 
do pass. 

STATEMENT 


H. R. 4815 grants the Postmaster General permanent authority to 
establish postal stations or branch post offices at posts, camps, and 
stations of the Armed Forces (including the Coast Guard) and at 
defense and other strategic installations. Temporary authority to 
establish such postal stations or branch post offices, granted the Post- 
master General by the act of March 10, 1952 (66 Stat. 23), will expire 
March 10, 1957. 

Specific statutory authority for this service is needed since the act 
of June 9, 1896 (29 Stat. 313; 39 U. 8. C. 160), contains a general 
prohibition against establishment of any station, substation, or branch 
post office beyond the limits or boundaries of any city or town in which 
the principal office is located, except in case of any town of 1,500 or 
more inhabitants not more than 5 miles distant from the outer bound- 
ary or limits of the city in which the principal office is located. The 
act of March 10, 1952, has enabled the Postmaster General to provide 
needed postal service on an economical and effective basis to many 
service, defense, and strategic installations during the past 5 years, 
without regard to the general prohibition. Similar authority was 
granted during the period of World War IT. 

The Post Office Department reports that permanent authority for 
the establishment of these postal facilities is necessary to provide 
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efficient and economical postal service to Armed Forces’ and defense 
or other strategic installations. The Department of Defense feels 
that such authority is essential and strongly recommends enactment 
of H. R. 4815. This legislation is in the interest of maintaining a 
strong national defense capable of meeting the threat of any potential 
enemy. 

The request of the Acting Postmaster General and the favorable 
report for the Department of Defense follow: 


Orrice OF THE PostMASTER GENERAL, 
Washington, D. C., January 11, 1957, 
Hon. Sam Raysuren, 
Speaker of the House of Representatives. 

Dear Mr. Seraker: Submitted herewith for consideration by the 
Congress is a legislative proposal to make permanent the authority of 
the Postmaster General to establish postal stations at camps, posts or 
stations of the Armed Forces, and at defense or other strategic in- 
stallations. 

Under authority of section 1 of the act of March 10, 1952 (39 
U.S. C., sec. 160, Note), the Postmaster General may establish postal 
stations or branch post offices at camps, posts, or stations of the Armed 
Forces, and at defense or other strategic installations. This makes it 
possible to provide efficient mail service for such installations at the 
lowest cost to the Department. Under this law the Department can 
assigned trained postal personnel to man such stations or branch post 
offices. 

It is provided, however, that “The authority granted by this section 
shall terminate 5 years after the date of enactment of this act, or any 
prior date which the Congress by concurrent resolution may desig- 
nate.’ Under this provision the Postmaster Genera'’s authority to 
establish such stations or branches at Armed Forces, defense, or other 
strategic installations will cease on March 10, 1957. 

In the interest of more efficient and economical operation of the 
postal facilities necessary to serve installations of the Armed Forces, 
and the defense or other strategic installations, it is the view of this 
Department that the authority contained in the act of March 10, 
1952, should be made permanent. 

The attached legislative proposal will accomplish the purpose 
desired. Its early enactment is urged by this Department. 

The Bureau of the Budget has advised that there would be no objec- 
tion to the submission of this legislative proposal to the Congress. 

Sincerely yours, 
Maurice H. Srans, 
Acting Postmaster General, 
DEPARTMENT OF THE Arr Force, 
OFFICE OF THE SECRETARY, 
Washington, February 18, 1957. 


Hon. Tom Murray, 
Chairman, Committee on Post Office and Civil Service, 
House of Representatives. 

Dear Mr. CuarrmMan: Reference is made to your request for the 
comments of the Department of Defense on H. R. 4815, 85th Con- 
gress, a bill to provide permanent authority for the Postmaster General 
to establish postal stations at camps, posts, or stations of the Armed 
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Forces, and at defense or other strategic installations, and for other 
purposes. The Secretary of Defense has delegated to this Depart- 
ment the responsibility for submitting the views of the Department 
of Defense on this legislative proposal. 

The purpose of H. R. 4815, as stated in its title, would be accom- 
plished by deleting that portion of the first section of the act of 
March 10, 1952 (39 U. S. C. 160, note), which terminates on March 
10, 1957, the existing temporary authority to take such action. 

The Department of Defense feels that continued statutory authority 
for the establishment of such postal stations and branch post offices 
is essential and therefore strongly recommends enactment of H. R. 
4815. 

This report has been coordinated within the Department of Defense 
in accordance with procedures prescribed by the Secretary of Defense. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report, 

Sincerely yours, 
James H. Dovetas, 
Under Secretary Air Force, 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House of 
Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, existing law in which no change is proposed 
is shown in roman): 


Tue First Section or tHe Act or Marca 10, 1952 
(6S Stat. 23, 39 U.S. C. 160, note) 


Re it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That, whenever the Post- 
master General deems it necessary in serving camps, posts, or stations 
of the Armed Forces (including the Coast Guard), and defense or 
other strategic installations he may establish postal stations or branch 
post offices at such camps, posts, stations, or installations notwith- 
standing the limitations imposed by the third proviso in the Act of 
June 9, 1896 (39 U. S. C. 160). [The authority granted by this 
section shall terminate five years after the date of enactment of this 
Act, or any prior date which the Congress by concurrent resolution 


may designate.] 
O 
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Ist Session § No. 150 


STATUTE OF LIMITATIONS ON CIVIL COPYRIGHT 
ACTIONS 





Ferruary 21, 1957.—Referred to the House Calendar and ordered to be printed 





Mr. Wits, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. R. 277 


The Committee on the Judiciary, to whom was referred the bill 
(H. RK. 277) to amend title 17 of the United States Code entitled 
“Copyrights” to provide for a statute of limitations with respect to 
civil actions, having considered the same, report favorably thereon 
without amendment and recommend that the bill do pass. 


PURPOSE 


The purpose of this bill is to provide a statute of limitations with 
respect to civil actions relating to copyrights. 


HISTORY OF LEGISLATION 


An identical bill, H. R. 781, passed the House by unanimous consent 
in the 84th Congress. No action was taken on it by the Senate. 


STATEMENT 


Section 115 of title 17 of the United States Code provides a 3-year 
period of limitation on the commencement of criminal proceedings 
for violation of the copyright law. However, it provides no specific 
period of time within which civil actions must be instituted. As a 
result, civil actions for the infringement of conyrights are limited by: 
the law of the State where the action is brought. 

In view of this present lack of limitation in connection with civil 
copyright actions, Federal courts apply State statutes of limitations 
in copyright proceedings. These statutes vary from 1 to 6 years, 
and tend to encourage the practice of “forum shopping.” Furthers. 
more, since no State statute specifically deals with copyright limitation, 
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Federal courts have the difficult task: of ascertaiming the specific 
State statute of limitations which governs. Thus in any particular 
State any one of the various limitations governing tort actions, 
conversions, injuries to personal rights, injuries to property rights, 
liabilities not arising from contract, or from a “catchall” classification, 
may ultimately be considered by the court in determining which 
statute governs a copyright action. The proposed bill would eliminate 
this difficulty, and in addition would provide a uniform 3-year period 
throughout the United States. 

At hearings on similar legislation in the 84th Congress it was pointed 
out that existing State statutes of limitations generally provide for a 
suspension of the limitation period in certain instances such as the 
absence of the defendant from the jurisdiction, the legal incapacity 
of either party, the death of either party, or during such time as the 
cause of action is fraudulently concealed by the person liable for the 
infringement, and such fact is unknown to the person who is injured. 
It was therefore suggested that the bill provide for the tolling of the 
statute of limitation during such time as any one of the above-enu- 
merated instances existed. 

The committee, however, decided not to adopt these suggestions for 
the reason that Federal district courts, generally, recognize these 
equitable defenses anyway. In this connection, the committee wishes 
to emphasize in approving this legislation that it is its intention that 
the statute of limitations is to extend to the remedy of the person 
affected thereby, and not to his substantive rights. 

It may be w ell to point out that statutes of limitations take the form 
of a limitation upon the substantive right or upon the remedy. Under 
the former, the right of action is extinguished at the end of the period 
and the courts usually have no jurisdiet tion with regard to actions that 
are not instituted within the appropricte period. In addition, the 
courts generally do not permit the intervention of equitable defenses 
or estoppel where there is a limitation on the right. 

Under the remedial type of statute, the basic right is not extin- 
guished, but the limitation is applied merely to the remedy. In some 
instances the right itself can be enforced collaterally, as in the case of 
a mortgage foreclosure subsequent to the expiration of a statutory 
lietiteton period for payment of a debt. Equitable considerations 
are available to prolong the time for bringing suit in such cases where 
there exist the disabilities or insanity ‘of “infancy, absence of the 
defendant from the jurisdiction, fraudulent conceaitnent, etc. 

As far as this committee has been able to ascertain, all State statutes 
of limitation, which now govern the Federal courts in copyright 
actions, are limitations upon the remedy, and the present bill has 
been drawn to apply this concept to a uniform Federal period of 
limitations. The committee has not been unmindful that the 6-year 
statute of limitations in the Patent Code (35 U.S. C. 286) is a limita- 
tion upon the substantive right rather than upon the remedy. How- 
ever, the relatively longer period of limitation provided therein com- 
pensates for the difference in concept. Moreover, it was considered 
that the long-standing fact that both the copyright bar and the courts 
have become accustomed to a limitation based upon the remedy 
warranted a continuation of this concept in the present bill. 

Section 2 of the bill provides that this legislation shall take effect 
1 year after date of its enactment. It is intended to apply not only 
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prospectively to claims after the effective date, but. retrospectively 
to claims accruing prior thereto, whether or not barred on the effective 
date by previously existing law in the State of the Federal forum 
where the action is brought. ‘The purpose of postponing the effective 
date is to permit those who may have claims in Federal forums sitting 
in States where the period would be cut down to 3 years, a l-year 
period following enactment in which to take appropriate action to 
protect their rights. 

Reports from the Library of Congress and the Department of 
Justice follow. It should be noted that the reports were made during 
the last Congress on H. R. 781 which, as passed by the House, is 
identical to the instant bill. 


THE “apes Jp oF CONGRESS, 
Washengion 25, D. C., July 11, 1955. 
Hon. EmManvuet CEeier, 
United States House of Representatives, 
347 House Office Building, Washington, D. C. 

Dear Mr. Cetier: This will acknowledge your letter of June 30, 
1955, and the enclosed copy of H. R. 781, a bill to amend title 17, 
United States Code, entitled “Copyrights” to provide for a statute of 
limitations with respect to civil actions, and requesting my views 
thereon. 

Although the present copyright law contains a provision with respect 
to the limitation of criminal ‘proceedings, it is silent as regards the 
limitation of civil actions. The proposed bill will remedy. this de- 
ficiency by providing for a 3-year statute of limitations in civil actions. 

The proposed addition to the present law would seem to be appro- 
priate. In view of the present lack of a limitation in connection with 
copyright actions, the Federal courts apply. State statutes of limita- 
tions in copyright proceedings. These vary from 1 to 6 years. This 
variation tends to encourage the practice of ‘forum shopping.” In 
addition to this lack of uniformity as regards the time limitation, fre- 
quent difficulty is experienced in ascertaining the pertinent period of 
limitation in a given jurisdiction due to the absence of a specific copy- 
right limitation. Thus, on any particular State, any one of the var- 
ious limitations governing tort actions, conversions, injuries to per- 
sonal rights, injuries to property rights, liabilities not arising from 
contract, or from a “catchall” classification, may ultimately be con- 
sidered by the court to govern a copyright action. The proposed bill 
would eliminate the difficulty of ascertainment of time limitation and 
would provide a uniform period throughout the United States. 

The existing State statutes of limitation generally provide for a sus- 
pension of the 1 running of the limitation period in certain instances such 
as the absence of the defendant from the jurisdiction, the legal incapac- 
ity of either party, or the death of either party. The substitution of a 
uniform Federal statute of limitations in copyright actions for the 
present State statutes may create some future doubt regarding the 
suspension of the limitation in such instances. In order to eliminate 
any such doubt, it is recommended that section 115 (b) of H. R. 781 
be amended to read as follows: 

“(b) Limitation of civil actions.—No civil action shall be main- 
tained under the provisions of this title unless the same is commenced 
within three years after the claim accrued, Provided, That the running 
of the said period shall be suspended during such time as institution of 
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the action is precluded by the absence of the defendant from the United 
States, or during such tume as the person entitled to the cause of action is 
under legal disavility, or during the interval, not to exceed six months; 
between the death of either party and the appointment of an executor or 
administrator.’ [New matter italics.] 

It should be mentioned that the Register of Copyrights has dis- 
cussed this legislation with various members of the copyright bar: 
The adoption of H. R. 781 with the additional provisos suggested 
above has been approved by the copyright committee of the Bar 
Association of the city of New York and the committee on copyright 
law revision of the American Bar Association. It should be mentioned 
that there has also been some sentiment for the inclusion in the proviso 
of an additional ground for suspension, namely that of fraudulent con- 
cealment. A majority of the copyright committee of the Bar Asso- 
ciation of the city of New York are of the opinion that the fraudulent 
concealment item should be included. On the contrary, a majority of 
the committee on copyright law revision of the American Bar Associa- 
tion consider it unnecessary or unwise to include the fraudulent .con- 
cealment provision. It is the opinion of the Register of Copyrights, 
which I share, that the nature of copyright infringement is such as to 
render it unlikely that many cases would arise where fraudulent con- 
cealment would be a material problem. Therefore, I have not sug- 
gested that it be included in the amendmeut to H. R. 781. However, 
if your committee is of the opinion that such a provision should be 
included, we will interpose no objection thereto. 

It is noted that the language cf H. R. 781 indicates that the limi- 
tation is one which conditions the remedy and not the substantive 
right. It is believed that the nature of copyright infringement, 
together with the relatively short period of limitation proposed in the 
bill, warrants the conclusion that a limitation on the remedy is appro- 
priate. It has been stated that as a general rule ‘when a statute 
creating a new cause of action contains in itself a statute of limita- 
tions, the limitation imposed becomes an integral part of the right of 
action created by statute * * *”’. (Penna. Company v. Deckert et al., 
123 F. (2d) 979, 985 (Third Cir. 1941).) Most statutory causes of 
action are not entirely new, however, and have some relationship to 
causes of action formerly existing at common law. If the statutory 
action combines both new and old elements, the decision turns upon 
the intent of Congress, as expressed in the wording of the limitation, 
its legislative history, and the general purpose of the statute (A/id- 
state Horticultural Co., v. Pennsylvania Railroad, 320 U.S. 356, 360 
(1943)). Thus each new Federal limitation must generally be tested 
in the courts in order to determine whether it 1s substantive or reme- 
dial. In order to obviate a possible interpretation that the proposed 
legislation is a limitation on the right, it is, therefore, recommended 
that, if the present bill is reported out of committee, the committee 
report contain a statement which would indicate that it is the intent 
of the Congress that the amendment constitutes a limitation on the 
remedy only and not upon the right. 

Sincerely yours, 


L. Quincy Mumrorp, 
Librarian of Congress. 
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FEBRUARY 17, 1956. 
Hon. EMANvEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

Dear Mr. Cuarrman: This is in response to your request for the 
views of the Department of Justice concerning the bill (H. R. 781) to 
amend title 17 of the United States Code entitled “Copyrights” to 
provide for a statute of limitations with respect to civil actions. 

Section 115 of title 17, United States Code, provides a 3-year period 
of limitation on the commencement of criminal proceedings for vio- 
lation of the copyright code. However, the code provides no specific 
period of time within which civil actions must be instituted. As a 
result, civil actions for the infringement of copyrights are limited by 
the law of the State where the action is brought. 

The bill would amend section 115 of title 17 United States Code 
by providing that no civil action shall be maintained under the 
provisions of the title unless commenced within 3 years after the 
claim accrued. The amendment would take effect 1 year after date 
of enactment and apply to all actions commenced on or after such 
effective date. 

The Department of Justice would have no objection to the enact- 
ment of the bill. 

The Bureau of the Budget has advised that there is no objection 
to the submission of this report. 

Sincerely, 
WituiaMm P. Rocers, 
Deputy Attorney General. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the House of Representa- 
tives, there is printed below in roman existing law in which no change 
is proposed, with matter proposed to be stricken out enclosed in black 
brackets, and new matter proposed to be added shown in italics: 


Title 17 U. S. Code 
§ 115. Limitations. 

L$ 115. (a) Limitation of criminal proceedings.—] (a) Criminal 
proceedings.—No criminal proceedings shall be maintained under 
the provisions of this title unless the saine is commenced within three 
years after the cause of action arose. 

{(b) Limitations of civil actions.—] (b) Civil actions.—No civil 
action shall be maintained under the provisions of this title unless the 
same is commenced within three years after the claim accrued. 


CHAPTER ANALYSIS 
(Title 17 U. S. Code, Chapter 2) 


SEc. 

+ * © « * « « 
[115. Limitation of criminal proceedings] 
116. Limitations. 

* * 7 « ” * . 
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CORN AND FEED GRAIN PROGRAM 





Feprvuary 21, 1957 —Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Cootry, from the Committee on Agriculture, submitted the 
following 


REPORT 


[To accompany H. R. 4901] 


The Committee on Agriculture, to whom was referred the bill 
(H. R. 4901) to establish a minimum acreage allotment for corn, to 
provide acreage reserve programs for diverted acres and for feed 
grains, and for other purposes, having considered the same, report 
favorably thereon with amendments and recommend that the bill as 
amended do pass. 

The amendments are as follows: 

Page 2, line 20, following the word “‘located”’, insert 


or 60 per centum of the support price of the normal yield 
of the feed grain diverted from production in the county 
in which the farm is located, whichever is greater, 


Page 2, line 21, strike out “$20” and insert “$10”, 
STATEMENT 


H. R. 4901 proposes to restore stability of supply and price and 
improve the income of farmers in the great feed- and livestock- 
producing areas. It establishes an effective program to reduce 
production gluts of corn and other feed grains. It seeks to bring 
about equality of treatment of the other major crops, along with corn, 
in the operation of the acreage reserve of the soil bank. 

This bill deals not alone with corn in the commercial area but seeks 
to diminish the overproduction of all feed grains and related crops— 
corn outside the commercial area, wheat produced outside marketing 
quota areas, grain sorghum, oats, rye, barley, flaxseed, and soybeans. 
It offers all basic crop producers and other farmers an opportunity to 
join with commercial corn farmers in a far-reaching and effective 
program to reduce feed surpluses, by placing grain-producing land, 
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wherever it may be, into the soil bank. This is provided without 
changing the 1957 farm allotments already announced for basic crops 
other than corn. 

Corn in the commercial area is given the treatment its repre- 
sentatives have asked. But the bill goes further and extends similar 
considerations to other farmers growing other feed grains. 

What do the representatives of corn farmers want, and how does 
this bill meet their demands? 

First. They want a larger allotment. This bill gives them an 
arbitrary increase of approximately 6 million acres over the allotment 
of 37,300,000 acres set for 1957 by the Department of Agriculture. 
No other crop ever had such generous treatment in the allotment of 
acres. In fact, the bill sets the 1957 corn allotment at exactly the 
same level as existed last. year—with which allotment about 45 
percent of all commercial corn farmers complied without any special 
inducement. 

Second. They want to be able to place a substantial amount o 
acreage in the soil bank above allotments. Ms 

This bill allows corn farmers to place 7,800,000 acres above their 
allotments in the soil bank. This means that corn farmers can reduce 
their acreage from a farm base of 51 million acres in 1957—just as 
they did in 1956—and be paid for it. 

Third. Corn farmers want to be paid at corn prices whether they 
place corn or other feed grains in the soil bank. 

This bill provides that if a corn farmer reduces any kind of feed 
grain, including soybeans or flaxseed, he will be paid at the corn rate. 
If every possible acre authorized by this bill were placed in the soil 
bank, corn farmers in the commercial corn area could earn over $300 
million more than they can if the bill is not passed. Last year corn 
farmers actually collected $179 million for these practices. 

Fourth. Corn farmers want to know that supports on compliance 
corn will not drop below 75 percent of parity. It is clear that many 
farmers voted as they did in the referendum last year because they 
feared that Secretary of Agriculture Benson would reduce their 
supports below 75 percent of parity. 

This bill continues the present 75 to 90 percent supports now in 
the law. There is no way under this bill whereby the Secretary 
can drop supports below the present minimum. 

Fifth. Corn farmers want to be sure that corn remains a “basic 
commodity.” 

This bill retains corn as one of the 6 “basics” and strengthens its 
position as such by according the same treatment in respect to the 
soil bank to all 6 ‘“‘basic” crops. 

This bill does for commercial corn farmers all that their spokes- 
men have asked, and more. It assures the corn producer who did 
not comply with acreage allotments last year that he can become 
eligible for both soil-bank and price-support payments under this 
program simply by reducing his corn acreage to the level of last 
year’s allotment. The corn grower who did comply last year (45 
percent of all commercial growers) will be eligible for soil-bank 
payments at the corn rate by reducing his other feed grains—and will, 
of course, remain eligible for price supports. ; 

The committee presents this measure to the House after rejecting 
all proposals that would merely continue the costly corn program that 
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operated in 1956 and which failed completely to reduce the production 
of surplus corn. If operated again in 1957 this program, at a cost 
of many millions of dollars, actually would encourage a larger surplus 
production of other feed grains which now supplement and, indeed, 
are supplanting corn in the feeding of livestock. The Department 
submitted this proposal to corn farmers, and it failed to win the 
two-thirds majority vote required for approval. 

In its deliberation the committee came to a decision on whether it 
would take one of three routes. The first route is the bill herewith 
presented. The second proposal was embraced in the Andresen bill 
(H. R. 3011) and the third route was the proposal by Secretary Ben- 
son as the “administration” measure. 

The committee bill, as reported, encompasses all the proposals 
of the other bills that will be beneficial to commercial corn farmers, and 
then proceeds to deal effectively with the total problem of surplus 
feed. 

Following is a comparison of the committee bill with the separate 
proposals presented by the administration and by Representative 
August H. Andresen: 
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CORN AND FEED GRAIN PROGRAM 5 


It is the position of this committee, supported by all competent 
witnesses including spokesmen for the Department of Agriculture, 
that there can be no remedy for the growing and burdensome surplus 
of feed merely by the operation of programs that seek to reduce the 
output of corn in the commercial corn-producing area while ignoring 
the exploding production of other feed grains and corn outside the 
commercial corn area. 

For Congress to support and authorize such a program—repressing 
the production of corn in the commercial area and encouraging the 
production of grains that supplement and compete with commercial 
area corn—would be a folly which surely would lead to a greater and 
greater glut of feeds, lower income for farmers, and ever-increasing 
costs to Government. 

Moreover, @ great injustice and injury would be imposed directly 

upon the great corn-hog area of the Nation if the Congress subscribed 
to a policy of discouraging production in the commercial corn area 
and simultaneously encouraged elsewhere the output of competitive 
yrains. 
° This committee, in its considerations of the legislation here pre- 
sented, has been unable to reconcile the statements of the Department 
of Agriculture on the crisis in surplus feed production and the Depart- 
ment’s contemporary opposition to measures that deal with this 
problem. 

Mr. Marvin L. McLain, Assistant Secretary of Agriculture, and 
the first witness before the committee on corn legislation, presented 
the Department’s position. He analyzed the need for legislation in 
this language: 


In adjusting to their allotments producers of other basic 
crops diverted a substantial part of their acreage taken out 
of production to feed grains, including corn. As a result the 
1954 and 1955 production of oats, barley, and grain sorghums 
increased about 800 million bushels, corn equivalent by weight 
as compared with 1953. The biggest part of this excess came 
in the noncommercial corn area. This led to the substitution 
of other feed grains for corn in livestock feeding and a sub- 
stantial increase in the corn carryover. ‘The corn carryover 
rose from 769 million bushels at the beginning of the 1953 
marketing year to 1,166 million bushels at the beginning of 
the 1956 marketing year. The loss of corn markets to other 
feed grains contributed substantially to this increase in 
carryover. The net result was that under the legal formula 
formula for the determination of acreage allotments that the 
1956 acreage allotment was reduced from about 50 million 
to 43 million acres. Corn farmers and livestock producers 
are carrying not only their own problem but in addition the 
problems shifted to them by producers of other crops. 


Yet, Mr. McLain, speaking for Secretary of Agriculture Benson, at 
a later committee session, flatly opposed all proposals before the com- 
mittee that would deal with the vast increase in output of other grains 
which he previously had given as the cause of the surplus problem in 
the commercial corn-producing area. 

The committee does not yet understand the basis of the opposition 
of the Department of Agriculture. Mr. McLain’s major objection 
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seemed to be that feed-grain land put into the acreage reserve ‘‘would 
be the poorest acres because farmers are smart enough to figure, that 
out and we think that the reduction of feed grains would. be, very 
nominal’’, 

This position was not impressive since it.is the prospect in all 
acreage reserve programs now im operation that a farmer will not 
usually remove his best acres from production first, to participate in 
the acreage reserve, 

It seems to this committee that the Department, in opposing this 
legislation, is clinging to its philosophy that a lowering of prices— 
the use of harsh economic pressure—is the only remedy to discourage 
the production of acrop. It is noted in this respect that the Secretary 
of Agriculture already has reduced the support price of commercial 
corn from 86.2 percent of parity in 1956 to 76.8 percent in 1957; the 
supports of the other feed grains—barley, grain sorghum, oats, and 
rye—have been reduced from 76 percent. in 1956 to 70 percent this 
year; flaxseed from 70 percent to 65, and soybeans from 75 percent 
to 70. 

The Congress rejected this low price policy in 1956 but its action 
was thwarted by a presidential veto. 

Specifically, with respect to the relationship of price to the volume 
of production of corn, the committee reminds the House that a large 
corn crop in 1932 caused the farm price of corn to drop below 20 cents 
a bushel, which was less than one-fourth of the price prevailing in 
1928 and 1929, and the low corn price in turn encouraged an even 
larger oversupply of hogs than in the previous year despite the pre- 
vailing poor prices for pork. It is significant, by comparison, that the 
high hog prices of 1947 and 1948 brought only moderate increases in 
the pig crops of these years. 

In its long association with the supply and price situations of corn 
this committee is convinced that livestock producers go broke most 
often during periods of cheap feed and they enjoy their greatest pros- 
perity in times when feed prices are stable and fair to the grain pro- 
ducers. 

The Department itself recognized this economic truism in its docu- 
ment Long Range Farm Program. This document embraced tech- 
nical studies of farm price support proposals, being prepared during 
the period of the severe livestock price decline of 1953. It said: 


Livestock producers appear to be better off because of 
price and storage programs for feed gains than without them. 
Having a stable supply of feed available at comparatively 
stable prices helps livestock producers to stabilize their opera- 
tions during a period when consumer demand is unchanging; 
and it aids them greatly when a sharp increase in demand 
calls for a stepped-up livestock output. These advantages 
appear to outweigh the disadvantage in which many live- 
stock producers find themselves when demand declines, as 
they are squeezed between a falling price for their product 
and relatively firm prices for feed—a price squeeze that lasts 
until the level of production is adjusted so as to restore a 
more nearly normal produce-feed price relationship. 


It is to the problem of overproduction of all feed grains and to the 
objective of stable supplies and improved farm prices for grain and 
livestock that this bill addresses itself. 
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The committee cites especially the readiness of the grain sorghum 
producers to cooperate with corn farmers in a solution of the total feed 
surplus problem. ‘This grain now is one of corh’s growing competitors. 
Mr. R. G. Peeler of Hereford, Tex., president of the Grain Sorghum 
Producers Association, testified that his association is willing to cut 
back production in a soil-bank program that deals with all the feed 
grains. He said: 


This overproduction of corn and feed grains during the past 
several years has been one of the principal reasons for the un- 
table livestock problem. So long as we continue to plant ap- 
pro: ximately 80 million acres of feed grains and soybeans with- 
out any controls and at a considerably reduced support price 
than that of commercial corn, we will continue to have a bad 
livestock economy. * * * For the good of the future, let’s 
make this legislation broad enough to insure enough overall 
participation in the various feed crops so that the soil bank 
will achieve its desired role—that of reducing the surplus of 
corn, * * * Wein the grain sorghum field want to cooperate 
with everybody on a fair and equal basis to maintain a stable 
feed grain and livestock business 


The committee was impressed with the farmers, now producing a 
feed grain that is displacing large tonnages of corn in feedlots, ex- 
pressing a readiness to work with corn producers in dealing with the 
total feed surpius problem. 

The committee reemphasizes that it is utterly futile to deal with the 
surplus feed problem by using the soil bank merely as an enticement 
to repress the production of corn in the commercial corn area. 

H. R. 4901 here presented is unique in that by shaping an effective 
program for all feed and livestock producers it accomplishes a second 
major objective. It brings to the major crops a degree of equality in 
the operation of the soil bank. 

This is attained by permitting producers of wheat, cotton, tobacco, 
rice, and peanuts to put into the acreage reserve, at the corn soil bank 
rate, land that previously has been diverted from one of these basic 
crops and which has been employed in the production of corn and other 
feed grains. The bill goes even further, to permit any farmer who 
produces feed grains, regardless whether he has a basic crop allotment, 
to place feed grain acres into the reserve. 

Thus, through H. R. 4901, the committee has sought to mobilize 
farmers generally throughout ‘the country to bring to bear the force of 
united efforts upon the problems of the corn and livestock producers. 

In conclusion, this committee earnestly stresses to the House, and 
to the whole community of agriculture, the importance of such unity 
among farmers, for it will be only through an “all for one” spirit, with 
the various crops and regions understanding one another and working 
together, that we ever can hope to solve the vexing problems of agri- 
culture and ultimately assure to our farm families a fair share of the 
national income and a full partnership in the prosperity of this Nation. 


ANALYSIS OF THE BILL 


Section 1.—Section 1 of the bill establishes a 1957 acreage allot- 
ment for corn in the commercial corn-producing area of 43; 200,000 
acres. This is 5,911,000 acres above the 1957 corn acreage allotinent 
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of 37,289,000 acres previously announced by the Secretary of Agri- 
culture. It has the effect of establishing for corn for the 1 year 1957 
a minimum acreage allotment, such as already applies to several 
other commodities, below which acreage is not permitted to go regard- 
less of the operations of the Agricultural Act of 1938, as amended. 

The allotment of 43,200,000 acres is substantially the same as the 
1956 corn allotment with which some 45 percent of corn producers 
complied without any unusual incentive. This allotment taken in 
conjunction with the program authorized in section 2 of the bill will 
have the effect of establishing a corn base of approximately 51 million 
acres for soil-bank purposes. 

No change is made in the basic law relating to corn-acreage allot- 
ments nor in the law relating to price supports for corn. In the 
absence of further legislation to the contrary, corn will continue to 
be allotted under the provisions of the Agricultural Act of 1938, as 
amended, and will receive price support pursuant to the provisions 
of the Agricultural Act of 1949, as amended, at a level between 75 
and 90 pereent of parity. The bill makes no change of any kind in 
the status of corn as a basic commodity. 

Under the provisions of this bill, in order to be eligible for price 
supports in 1957 the corn farmer in the commercial corn area would 
have to comply with an acreage allotment based on 43,200,000 acres, 
instead of an acreage allotment based on 37,289,000 acres as hereto- 
fore announced by the Secretary of Agriculture. The level of price 
support unless revised upward by the Secretary (the law prevents 
him from revising it downward) would be on a national average of 
$1.36 per bushel as previously announced by the Secretary. No 
provision of the bill requires soil-bank participation by corn farmers 
as an element of eligibility for price support. 

Section 2.—This section authorizes and directs the Secretary to 
carry out an acreage reserve program for 1957 for acreage diverted 
from the production of the basic commodities, including corn. The 
purpose of this section is to take out of the production of feed grains 
land formerly planted to the basic commodities which has been di- 
verted to feed grains by reduction in the acreage allotments of the 
basic commodities. 

The program authorized by this section, therefore, will be available 
only to farmers who have a 1957 allotment of one or more of the 
commodities listed in section 103 (a) of the Soil Bank Act (wheat, 
cotton, corn produced in the commercial corn producing area, peanuts, 
rice, and various kinds of tobacco). In order to be eligible for com- 
pensation under this program, the farmer must reduce his planting 
of feed grains (as defined in this section) below his farm history for 
such grains. The acreage thus retired will be subject to all applicable 
acreage reserve conditions, such as identification and nonuse for either 
cropping or grazing purposes. The extent of any farmer’s partici- 
pation in this program is limited to an acreage equal to 18 percent of 
his 1957 allotment or allotments of the basic commodities. 

For purposes of this program and the program authorized in section 
3 feed grains are defined as corn produced outside the commercial 
corn-producing area, wheat produced on farms to which marketing 
quotas are not applicable, grain sorghums, barley, rye, oats, sovbeans, 
and flaxseed. The feed-grain history to be used for measuring re- 
ductions in feed-grain acreage for purposes of this program is the high- 
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est acreage planted to such feed grains on the farm in the last 3 years, 
This 3-year period was selected deliberately because on many farms 
not primarily engaged in growing feed grains, their production is an 
in-and-out operation conforming to the farmer’s rotation schedule and 
the acreage in feed grains may vary substantially from year to year. 

It is emphasized that there must be a history of feed-grain produc- 
tion on the farm in order to qualify the producer for payments under 
the diverted acreage program and that he will be eligible for such 
payments only to the extent that his 1957 acreage is reduced below 
that history, and the acreage set aside in the soil bank. 

Payment under this section in most areas will be at the rate pre- 
viously established by the Secretary for the placing of corn acreage in 
the acreage reserve. This rate is 90 cents per bushel. This will be 
multiplied by the normal yield per acre of corn for the county in 
which the farm is located to compute the locally applicable rate. In 
the commercial corn area these payments are estimated by the 
Department of Agriculture to average $42.66 per care. The rate of 
payment will be lower in the noncommercial corn areas, where the 
yield per acre is substantially lower. 

In areas where corn production is so meager that farmers obtain a 
better return for some other feed grain, the rate of payment will be 
based on the production of the feed grain actually placed in the acreage 
reserve by the producer and is established at. 60 percent of the support 
ro of such feed grain multiplied by the normal yield for the county. 

t is anticipated that this alternative provision will only come into 
use in areas where there is no substantial production of corn. 

The minimum payment of $10 per acre is established primarily for 
the purpose of simplifving administration of the program. It will 
eliminate the necessity for the Department to figure normal yields in 
counties where none of the feed grains are grown in significant quan- 
tities. In this connection it is emphasized, however, that only farms 
in such counties that have actually been growing feed grains and who 
reduce their acreage in conformity with this program will be eligible 
for such $10 per acre payments. 

The cost of this program can be estimated with only approximate 
accuracy because of two variable factors: (1) the extent of participa- 
tion which may be anticipated and (2) the rate of payment outside 
the commercial corn area. In the commercial corn-producing area, 
the provisions of this section would make 7,776,000 acres eligible 
for participation in this diverted acres program. In 1956, approxi- 
mately 45 percent of the commercial corn farmers complied with their 
acreage allotments. These farmers, therefore, would not have to 
reduce their corn acreage further in order to participate in this pro- 
gram, so it seems reasonable to assume that virtually all of them would 
do so. It is assumed that about half of the corn farmers who did not 
comply with acreage allotments last. year would do so in 1957 under 
the incentive offered by the program. If they do, that would make 
total participation in the commercial corn area of about 72 percent, 
or about 5,590,000 acres. At the rate of payment estimated by the 
Department for corn in the commercial area ($42.66 per acre), this 
would amount to payments of approximately $238 million. 

The provisions of this section make about 13,700,000 acres related 
to allotments other than corn eligible for_participation on a strictly 
statistical basis. In order to participate, however, such acreage must 
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have been planted during the last 3 years to feed grains and it is estis 
mated that, at the most, a maximum of 75 percent of such acreage 
will meet this qualification, or about 10 million acres. There will 
then be the choice of those farmers who have eligible acres as to 
whether they want to participate in the program and, on the basis 
of past experience, it is estimated that not more than 60 percent of 
them will choose to do so. ‘This, then, makes an estimated partici- 
pation outside the commercial corn area of about 6 million acres, 

The rate of payment per acre outside the commercial corn area 
will be based on either the yield of corn in the county, the yield of 
other feed grains where corn is not a significant crop, or the minimum 
of $10 per acre established in the bill. It is estimated that the average 
rate will be substantially less than half of the rate per acre for corn 
grown in the commercial area, or somewhere between $15 and $20 
per acre. If the rate of $17.50 is used for estimating purposes, this 
would make the probable cost for acreage related to commodities 
other than corn approximately $105 million. 

On the basis of these estimates, therefore, the total cost of the 
program authorized in section 2 may be placed at about $343 million, 
It is to be remembered, however, that under the regular acreage re- 
serve program, the Secretary has already allotted $217 million for 
corn for the purpose of achieving less of a reduction in corn acreage 
than is authorized in this section. It seems reasonable to assume 
that most corn farmers will not want to make both the reduction con- 
templated by this program and also a reduction under the regular 
acreage reserve program. If this is true, then virtually all the money 
allotted to the regular corn program will remain unspent so that the 
actual net cost for the corn program under this section might well be 
$238 million less $217 million, or approximately $21 million. This 
would make the net cost for the whole program authorized in section 2 
of about $126 million. 

Section 3.—Section 3 of the bill sets up an acreage reserve program 
for feed grains designed primarily for areas where basic crops are 
not produced and which are, therefore, not eligible to participate in 
either the regular acreage reserve program or the program for diverted 
acres established under section 2, but it is not limited to such areas. 

Under the provisions of this section, any farmer who has a history 
of growing feed grains would be eligible to participate in this special 
feed grains acreage reserve program regardless of whether he is 
eligible to participate in any other part of the acreage reserve program. 
The base for determining reduction in feed grain acreages for purposes 
of this program is the same as under section 2—85 percent of the 
highest acreage planted to feed grains on the farm in the most recent 
3 years. 

If the farmer does not have a 1957 allotment for any basic crop 
(and therefore is not eligible to participate in the acreage reserve 
program established in sec. 2) he will be eligible to compensation for 
the full amount of his reduction in feed-grain acreage below the es- 
tablished base. If the farmer is eligible to participate in the other 
acreage-reserve program he may still participate in the feed grain 
acreage-reserve program but the amount of acreage he has placed in 
the diverted acres program (established by sec. 2) will be deducted 
before he is eligible for payment under this section. It is to be noted 
that there is nothing in this se¢tion to prevent the producer frorm 
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placing feed-grain acreage above the 85-percent base in the conserva- 
tion-reserve program. 

Payment under this section has been established at the uniform 
rate of $15 per acre, regardless of which feed grain is involved in the 
acreage reduction. The committee realizes that this rate will not 
prove attractive to farmers who are producing some of the more re- 
munerative feed grains in some of the heavy-yielding areas and the 
uniform rate was agreed upon only because it would be most difficult 
for the Department of Agriculture to work out separate farm histories 
and rates of payment for each of the feed grains in time to get a pro- 
gram in operation in 1957. It is believed that the $15 rate will prove 
to be sufficiently attractive to enough producers of these commodities 
to bring about a substantial reduction in feed-grain production in 
1957 and also to give these producers an equitable opportunity to 
participate in the soil-bank program. 

The maximum amount which could be expended on this program 
is limited by subsection (b) to $250 million but a realistic estimate of 
participation is that it could not exceed 50 percent, or a cost of $125 
million. 

CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill are shown 
as follows (existing law proposed aie omitted is enclosed in black 
brackets, new matter is printed in italic, and existing law in which no 
change is proposed is shown in roman): 


AGRICULTURAL ACT OF 1956 


TITLE I—SOIL BANK ACT 
Src. 101. This title may be cited as the “Soil Bank Act’’. 


7 * * © «* * 
SustirLte A—AcREAGE REesERVE PROGRAM 


TERMS AND CONDITIONS 


Szc. 103. (a) Notwithstanding any other provision of law, the 
Secretary of Agriculture (hereinafter referred to as the ‘‘Secretary’’) 
is authorized and directed to formulate and carry out an acreage 
reserve program for the 1956, 1957, 1958, and 1959 crops of wheat, 
cotton, corn produced in the commercial corn-producing area, peanuts, 
rice, flue-cured tobacco, burley tobacco, Maryland tobacco, dark air- 
cured tobacco, fire-cured tobacco, Virginia sun-cured tobacco, cigar 
binder tobacco types 51, 52, 54, and 55, Ohio cigar filler tobacco types 
42, 43, and 44, respectively (hereinafter referred to as ‘“‘the com- 
modity”’), under which producers shall be compensated for reducing 
their acreages of the commodity below their farm acreage allotments or 
their farm base acreages, whichever may be applicable. To be eligible 
for such compensation the producer (1) shall reduce his acreage of the 
commodity below his farm acreage allotment or farm base acreage, 
whichever may be applicable, within such limits as the Secretary may 
ren (2) shall specifically designate the acreage so withdrawn 


om the production of such commodity (hereinafter referred to as 
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the “reserve acreage’’), and (3) shall not harvest any crop from, or 
graze, the reserve acreage unless the Secretary, after certification by 
the Governor of the State in which such acreage is situated of the 
need for grazing on such acreage, determines that it is necessary 
to permit grazing thereon in order to alleviate damage, hardship, or 
suffering caused by severe drought, flood, or other natural disaster, 
and consents to such grazing. Reserve acreage of a commodity may 
include acreage whether oc not planted to the production of the 
1956 crop of the commodity prior to the announcement of the acreage 
reserve program for the 1956 crop if the crop thereon, if any, shall 
be plowed under or otherwise physically incorporated into the soil, 
or clipped, mowed, or cut to prevent maturing so that the reduction 
in acreage of the commodity below the acreage allotment occurs not 
later than 21 days after the enactment of this title, or by such later 
date as may be fixed by the Secretary. The reserve acreage shall be 
in addition to any acreage devoted to the conservation reserve program 
authorized under subtitle B of this title. The acreage reserve pro- 
gram may include such terms and conditions, in addition to those 
specifically provided for herein, including provisions relating to con- 
trol of noxious weeds on the reserve acreage, as the Secretary deter- 
mines are desirable to effectuate the purposes of this title and to 
facilitate the practical administration of the acreage reserve program. 

Before any producer is entitled to receive any compensation for par- 
ticipating in the acreage reserve program, he must first enter into a 
contract with the Secretary, which contract, in addition to such other 
terms and conditions as may be prescribed by the Secretary, shall con- 
tain provisions by which such producer shall agree: 

(i) In the event that the Secretary determines that there has been a 
violation of the contract at any stage during the time such producer 
has control of the farm and that such violation is of such a substantial 
nature as to warrant termination of the contract, to forfeit all rights 
to payments or grants under the contract, and to refund to the United 
States all payments and grants received by him thereunder: Provided, 
however, That the provisions of Section 107 (d) shall apply to the 
termination of any contract hereunder. 

(ii) In the event that the Secretary determines that there has been a 
violation of the contract but that such violation is of such a nature as 
not to warrant termination of the contract, to accept such payment ad- 
justments, forfeit such benefits, and make such refunds to the United 
States of payments and benefits received by him, under the contract, 
as the Secretary may determine to be appropriate. 

[(b) (1) There is hereby established for 1956 and for each year for 
which an acreage reserve program is in effect for corn a total base 
acreage of corn for the commercial corn-producing area proclaimed un- 
der section 327 of the Agricultural Adjustment Act of 1938, as 
amended, of fifty-one million acres. The total base acreage of corn for 
the commercial corn-producing area shall be apportioned by the Secre- 
tary among the counties in such area on the basis of the acreage of corn 
in such counties during the five calendar years immediately preceding 
the calendar year in which the apportionment is made (plus, in appli- 
cable years, the acreage diverted under previous agricultural adjust- 
ment, conservation, and soil bank programs), with adjustments for 
abnormal weather conditions, for trends in acreage during such period 
and for the promotion of soil-conservation practices: Proviled, That 
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any downward adjustment for the promotion of soil-conservation prac- 
tices shall not exceed 2 per centum of the total base acreage that would 
otherwise be apportioned to the county. ‘The base acreage for the 
county shall be apportioned by the Secretary, through the local com- 
mittees, among the farms within the county on the basis of past 
acreage of corn (planted and diverted), tillable acreage crop-rotation 
practices, types of soil, and topography. 

[ (2) This subsection (b) shall become inoperative after 1956 if in the 
referendum conducted pursuant to section 308 (b), producers do not 
vote in favor of the program provided in subsection (c) of such section. } 

(b) Notwithstanding any other provision of law, in addition to all other 
programs authorized by this Act the Secretary is authorized and directed 
to formulate and carry out an acreage reserve program for 1957 for 
acreage diverted from the production of each of the commodities specified 
in subsection (a) of this section. Individual farms may participate in 
such acreage reserve program for diverted acres up to the lesser of an 
acreage equal to 18 per centum of the farm acreage allotment or allot- 
ments for such commodities (or one acre, whichever is greater) or the 
extent to which such participation results in a reduction of the individual 
farmer’s feed grain acreage. For purposes of this subsection and sub- 
section (c) the measure of feed grain acreage on the farm shall be the 
highest acreage planted in any of the three most recent years, adjusted for 
unusual weather conditions, to the following crops for harvest as grain: 
Corn produced outside the commercial corn-producing area, wheat pro- 
duced on farms to which marketing quotas are not applicable, grain sor- 
ghums, barley, rye, oats, soybeans, and flarseed. Compensation under 
this subsection shall be at the rate per acre of the rate per bushel of corn 
placed in the acreage reserve multiplied by the normal yield per acre of 
corn in the county in which the farm is located or 60 percentum of the 
support price of the normal yield of the feed grain diverted from produc- 
tion in the county, in which the farm is located, whichever is higher, but 
in no event less than $10 nor more than $50 per acre. All applicable 
terms and conditions of the acreage reserve program except section 105 (c) 
shall apply to the program authorized by this subsection. 

(c) In addition to the programs authorized in subsections (a) and (6) 
of this section, the Secretary is authorized and directed to formulate and 
carry out an acreage reserve program for the 1957 crop of feed grains. 
Compensation for participation in this program shall be at the rate of 
$15 per acre. To be eligible for such compensation the producer shall 
reduce his acreage of feed grains below 85 per centum of the feed grain 
acreage on the farm as defined in subsection (b) of this section less the 
number of acres which the producer places in the acreage reserve program 
authorized in such subsection (b). Except as otherwise provided in this 
subsection, all of the provisions of this Act which are applicable to the 
acreage reserve program shall apply to the program authorized by this 
subsection. 


* * ok Uk o* « * 


Sec. 105. * * * 

(c) The total compensation paid producers for participating in the 
acreage reserve program with respect to any year’s crops shall not 
exceed [$750,000,000] $1,000,000,000, and with respect to any com- 
modity for any year shall not exceed the amount shown below: 
Wheat, $375,000,000; cotton, $300,000,000; corn in the commercial 
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corn-producing area, $300,000,000; feed grains, $300,000,000; peanuts 
$7,000,000; rice, $23,000,000; and tobacco, $45,000,000. e total 
amount available for the acreage reserve program for any year’s crops 
shall be apportioned among the various commodities on the basis of 
the amounts required to achieve the reserve acreage goal for each 
commodity established under section 104. 


O 
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CONSIDERATION OF H. R. 2460 





Frepruary 22, 1957.—Referred to the House Calendar and ordered to be printed 


Mr. Detaney, from the Committee on Rules, submitted the following 
REPORT 
[To accompany H. Res. 176} 


The Committee on Rules, having had under consideration House 
Resolution 176, report the same to the House with the recommendation 
that the resolution do pass. 


O 
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CONSIDERATION OF H. R. 2797 





Fesrvanry 22, 1957.—Keferred to the House Calendar and ordered to be printed 





Mr. THornserry, from the Committee on Rules, submitted the 
following 


REPORT 
{To accompany H. Res. 177] 


The Committee on Rules, having had under consideration House 
Resolution 177, report the same to the House with the recommendation 
that the resolution do pass. 


O 
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CONSIDERATION OF H. R. 4285 


FreBRUARY 22, 1957.—Referred to the House Calendar and ordered to be printed 


Mr. Botuina, from the Committee on Rules submitted the following 


REPORT 


(To accompany H. Res. 178] 


The Committee on Rules, having had under consideration House 
Resolution 178, report the same to the House with the recommendation 
that the resolution do pass. 
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AUTHORIZING THE CITY OF ROCK HILL, S. C., TO AC-- 
QUIRE CERTAIN TRIBAL LANDS ON THE CATAWBA 
INDIAN RESERVATION, S. C. 


Fesruary 22, 1957.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Enate, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany H, R. 676) 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 676) to authorize the city of Rock Hill, S. C., 
to acquire certain tribal lands on the Catawba Indian Reservation, 
S. C., having considered the same, report favorably thereon with 
amendments and recommend that the bill as amended do pass. 

The amendment is as follows: 

Page 1, line 10 strike out the word “effected”, and insert the words 
“effected prior to July 1, 1958,”’. 

Page 2, line 5, add a new sentence reading as follows: 


The payment or distribution of the proceeds from any sale 
or condemnation pursuant to this Act shall not be subject 
to any lien, except for debts owed to the United States or to 
Indian organizations indebted to the United States, and shall 
not be taxable. 


Page 2, add a new section reading as follows: 


Src. 2. The Secretary of the Interior is authorized, but 
only after securing the consent of the Catawba Indian Tribe 
thereto, to grant to the city of Rock Hill an immediate right 
of entry on such land pending the completion of a sale or 
condemnation action. 


EXPLANATION OF THE BILL 


The purpose of H. R. 676, as amended, introduced by Congressman 
Hemphill, is to authorize the city of Rock Hill, S. C., to acquire, by 
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negotiation, approximately 49 acres of tribal lands on the Catawba 
Indian Reservation, S. C. 

The land under consideration is needed by the city as a site for 
the construction of a new sewage-disposal plant that will serve ade- 
quately the needs of present industries and other industries that pro- 
pose to locate in the area. The land is located near the present right- 
of-way for the sewer system. The bill as amended provides that if the 
city of Rock Hill and the representatives of the Indian tribe cannot 
effect a negotiated purchase prior to July 1, 1958, the land can be ac- 
quired through condemnation proceedings. The bill, as amended, 
authorizes the Secretary of the Interior to grant to the city of Rock 
Hill an immediate right of entry to the land under consideration pend- 
ing the completion of the sale or condemnation action, providing the 
consent of the Indians has been obtained. 

H. R. 676 was also amended to provide that the payment or distribu- 
tion of funds realized from sale or condemnation ae shall not 
be subject to any lien, except for debts owed to the United States or to 
Indian organizations indebted to the United States and that said funds 
shall not be taxable. 

In 1945 the State of South Carolina purchased some 3,400. acres for 
the Indians and, under existing statute, no part of the Indian trust 
acreage, of which these 49 acres is a part, may be conveyed without 
legislative authority. 

Members of the tribe, feeling they will benefit from increased em- 
ployment opportunities that will be provided by new industries, 
adopted a resolution urging the passage of legislation authorizing this 
conveyance. 

The report from the Department of the Interior dated February 1, 
1957, is as follows: 

DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., February 1, 1957. 
Hon. Ciatr ENGLE, 


Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 


My Dear Mr. Enats: This is a report on H. R. 676, a bill to au- 
thorize the city of Rock Hill, S. C., to acquire certain tribal lands on 
the Catawba Indian Reservation, S. C. 

We recommend that the bill be enacted. 

The sole purpose of the bill is to permit the city of Rock Hill, S. C., 
to acquire approximately 49 acres of land that belong to the Catawba 
Indian Tribe. The bill authorizes the city to acquire the land by a 
negotiated purchase, or, if agreement cannot be reached, by con- 
demnation. 

The land is needed by the city as a site for the construction of a new 
sewage-disposal plant that will serve adequately the needs of present 
industries and other industries that propose to locate in the area. 
The land is located near the present right-of-way for the sewer system. 

The 49 acres are a part of the Freidheim tract, which is part of 
3,434.3 acres that were purchased for the Indians by the State of South 
Carolina at a price of $70,985. In 1945 the State conveyed the entire 
acreage to the United States in trust for the tribe. No part of the 
land may be conveyed without additional legislative authority. 
Of the 49 acres, 17 acres are assigned by the tribe to Mr. Furman 
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Harris and the remainder is unassigned. If the land is sold, it will 
be necessary for the tribe to determine whether the assignment of 
Mr. Harris should be canceled without remuneration, whether he 
should be paid for the cancellation of his assignment, or whether he 
should receive an alternative assignment. 

Members of the tribe will benefit from increased employment oppor- 
tunities that will be provided by new industries in the area, and on 
June 23, 1956, the Catawba General Council, in a meeting attended 
by 40 qualified voters, adopted the following resolution: 

“Now, therefore, be it resolved, That, in view of the benefits that will 
accrue to members of the tribe by enlarging the opportunity of em- 
ployment, the Catawba Tribe, its general council assembled in special 
meeting, hereby consents to the acquisition by the city of Rock Hill, 
S. C., of the tract of land consisting of approximately 47 acres selected 
for this purpose and requests that appropriate legislation be enacted 
to authorize the city of Rock Hill, S. C., to acquire this tract either 
by negotiation or by condemnation proceedings.” 

At the same time, the general council authorized the executive 
committee of the tribe to act for the tribe in carrying out the reso- 
lution and to negotiate with Mr. Harris for a relinquishment of his 
assignment. 

The Bureau of the Budget has advised us that there is no objection 
to the submission of this report. 

Sincerely yours, 
HATFIELD CHILSON, 
Assistant Secretary of the Interior. 


The Committee on Interior and Insular Affairs recommends enact- 
ment of H. R. 676, as amended. 


O 
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RELATING TO MONEYS RECEIVED FROM MINERAL 
LANDS IN ALASKA 





Frepruary 22, 1957.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Encux, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany H. R. 3477] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 3477) relating to moneys received from mineral 
lands in Alaska, having considered the same, report favorably thereon 
without amendment and recommend that the bill do pass. 


EXPLANATION OF THE BILL 


The purpose of H. R. 3477, introduced by Delegate Bartlett, is 
twofold. First, it amends the act of October 20, 1914 (38 Stat. 741; 
48 U.S. C., sec. 439) to provide that net profits realized from the 
operation of Government coal mines in Alaska, plus bonuses, royalties, 
and rentals under lease shall be distributed semiannually in the fol- 
lowing manner: 90 percent to the Territory of Alaska for disposition 
by the Territorial legislature and 10 percent shall be deposited in the 
Treasury of the United States to the credit of miscellaneous receipt. 
Second, the bill amends section 35 of the Mineral Leasing Act of 
February 20, 1920, as amended (30 U.S. C. 191) so that an additional 
52% percent of the sales, royalties, bonuses, and rentals received from 
coal, phosphate, oil, oil shales, gas, and sodium would be paid to the 
Territory of Alaska for disposition of the Territorial legislature. The 
37% percent of the funds received under existing statutes would con- 
tinue to be used for the support of roads and educational institutions. 

At present, under the 1914 statute, the funds received from the 
Government coal mines are to be used first-to reimburse the Federa! 
Government for expenditures in railroad construction in Alaska and, 
secondly, to be transferred to the Alaska fund which was created by 
the act of January 27, 1905, as amended (48 U.S. C., sec. 41) through 
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which funds for education, welfare needs, and construction and main- 
tenance of roads, trails and bridges were to be apportioned. Actuall 
no moneys have ever been available for transfer to the Alaska fund. 
Section 1 of H. R. 3477 would adjust the disposition of the funds made 
available under the 1914 act. 

Under the Mineral Leasing Act of 1920, 37% percent of all moneys 
received pursuant thereto are to be _ to the State or the Territory of 
Alaska for the support of roads and educational institutions, and that 
52% percent of those moneys, except in the case of Alaska, are to be 
paid into the reclamation fund. Section 2 of this bill would remove 
this discrimination against Alaska by amending the Mineral Leasing 
Act to provide that Alaska, too, would get its 52%-percent share to be 
used in such manner as the Territorial legislature should determine. 

The Committee on Interior and Insular Affairs believes this legisla- 
tion is in keeping with its policy of encouraging the Territory of Alaska 
to accept greater responsibility in its administration. 

The report of the Department of the Interior, dated February 13, 
1957, is as follows: 

DEPARTMENT OF THE INTERIOR, 
OFFIcE OF THE SECRETARY, 
Washington, D. C., February 13, 1957. 
Hon. Cuarr ENGL3E, 


Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 

Dear Mr. Eneatz: This is in reply to your request for the views of 
this Department on H. R. 3477, a bill relating to moneys received 
from mineral lands in Alaska. 

We recommend that H. R. 3477 be enacted. We believe, however, 
that the subject matter of this bill would be more appropriately 
covered in statehood legislation. 

Section 1 of H. R. 3477 would amend the last sentence of section 9 
of the act of October 20, 1914 (38 Stat. 741; 48 U. S. C., sec. 439). 
Under that sentence, as it now stands, profits from the operation of 
Government coal mines and royalties and rentals from coal leases in 
Alaska are deposited in the Treasury of the United States, and those 
moneys are used in the first instance to reimburse the Federal Govern- 
ment for expenditures made in the construction of railroads in the 
Territory. Section 9 provides that any excess is to be transferred to 
the Alaska fund, but, in actual fact, all proceeds have been needed to 
meet the costs of railroad construction. 

The act of January 27, 1905, as amended (48 U. S. C., sec. 41) 
establishing the Alaska fund, directed that its proceeds be apportioned 
among several specific purposes, such as education, relief of those in 
need, and the construction and maintenance of roads, trails, and 
bridges. Though this statute has not been repealed, its provisions 
have been rendered ineffectual by the act of September 7, 1949, en- 
titled “An act to repeal section 460 of the act of March 3, 1899 (30 
Stat. 1336), as amended, providing for certain license taxes in the 
Territory of Alaska” (63 Stat. 694). That statute effectively cut off 
all the Alaska fund’s sources of income except for receipts under 
section 9 of the 1914 act, and, as has been pointed out above, no 
moneys have ever been available under that section for transfer to 
the Alaska fund. Section 1 of H. R. 3477 would amend section 9 of 
the 1914 act to provide that the Secretary of the Treasury would pay 
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semiannually to the Territory of Alaska 90 percent of the above- 
mentioned proceeds, and the Territorial legislature would be author- 
ized to dispose of these proceeds as it saw fit. The remaining 10 per- 
cent would be deposited in the United States Treasury to the credit 
of miscellaneous receipts, and thus would take care of the expenses of 
Federal administration. Such a change in the disposition of receipts 
under the 1914 act as proposed in H. R. 3477 is very desirable. The 
1914 act was written with the needs of 1914 in mind, and present 
conditions in Alaska dictate a different disposition of the proceeds 
under that act. 

Section 2 of H. R. 3477 would amend section 35 of the Mineral 
Leasing Act of February 25, 1920, as amended (30 U.S. C., see. 191), 
which now provides that 37 percent of all moneys received from sales, 
royalties, bonuses, and rentals under that act are to be paid to the 
State or the Territory of Alaska, within the boundaries of which the 
leased lands or deposits are or were situated, for the support of roads 
and educational institutions, and that 52% percent of those mone 
except for proceeds derived from Alaska, are to be paid into the fade 
mation fund. Section 2 would amend section 35 to provide that an 
additional 52%; percent of the revenues derived from Alaska should be 

aid to the Territory for disposition in such manner as the Territorial 
egislature should determine. The Territory would continue to receive 
37% percent for the support of roads and educational institutions. 
Though the Territory already receives as a direct benefit the same 
percentage of proceeds as do the various States, the States to which 
the reclamation laws are applicable do receive some additional benefits 
from the reclamation fund. If the reclamation laws should be ex- 
tended to Alaska, the Department would give consideration to the 
desirability of having the additional 52% percent of the proceeds 
derived from Alaska paid into the reclamation fund. Under present 
circumstances, however, it is our belief that a payment of 52% percent 
directly to the Territory, to be used as the Territorial legislature with 
its intimate knowledge of Alaska’s needs shall deem advisable, would 
further our present policy of encouraging the Territory to accept more 
responsibility in the carrying out of ee and desirable programs. 

The Bureau of the Budget has advised that there is no objection 
to the submission of this report to your committee. 

Sincerely yours, 


? 


_ Harrretp Carzson, 
Assistant Secretary of the Interior. 


The Committee on Interior and Insular Affairs recommends enact- 
ment of H. R. 3477. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
Jaw in which no change is proposed is shown in roman): 
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Act or OcrosBEer 20, 1914 (38 Stat. 741, 744; 48 U. S. C. 439) 


Sec. 9. * * * [All net profits from operation of Government mines, 
and all royalties and rentals under leases as herein provided, shall be 
deposited in the Treasury of the United States in a separate and dis- 
tinct fund to be applied to the reimbursement of the Government of 
the United States on account of any expenditures made in the con- 
struction of railroads in Alaska, and the excess shall be deposited in 
the fund known as The Alaska Fund, established by the Act of Con- 
gress of January twenty-seventh, nineteen hundred and five, to be 
expended as provided in said last-mentioned Act.] All net profits 
from operation of Government mines, and all bonuses, royalties, and 
rentals under leases as herein provided and all other payments received 
under this Act shall be distributed as follows as soon as practicable after 
December 31 and June 30 of each year: (1) 90 per centum thereof shall be 
paid by the Secretary of the Treasury to the Territory of Alaska for dis- 
position by the Legislature of the Territory of Alaska; and (2) 10 per 
centum shall be deposited in the Treasury of the United States to the 
credit of miscellaneous receipts. 


Act or Frpruary 25, 1920 (41 Srat. 437; 30 U. S. C..191), as 
AMENDED 


Sec. 35. All money received from sales, bonuses, royalties, and 
rentals of public lands under the provisions of this Act shall be paid 
into the Treasury of the United States; 37% per centum thereof shall 
be paid by the Secretary of the Treasury as soon as practicable after 
December 31 and June 30 of each year to the State or the Territory of 
Alaska within the boundaries of which the leased lands or deposits are 
or were located; said moneys to be used by such State, Territory, or 
subdivisions thereof for the construction and maintenance of public 
roads or for the support of public schools or other public educational 
institutions, as the legislature of the State or Territory may direct; 
and, excepting those from Alaska, 52% per centum thereof shall be 
paid into, reserved, and appropriated, as a part of the reclamation 
fund created by the Act of Congress known as the Reclamation Act, 
approved June 17, 1902, and of those from Alaska 52% per centum thereof 
shall be paid to the Territory of Alaska for disposition by the Legislature 
of the Territory of Alaska: Provided, That all moneys which may ac- 
crue to the United States under the provisions of this Act from lands 
within the naval petroleum reserves shall be deposited in the Treasury 
as ‘‘miscellaneous receipts’, as provided by the Act of June 4, 1920 
(41 Stat. 813), as amended June 30, 1938 (52 Stat. 1252, 34 U.S. C., 
sec. 524). All moneys received under the provisions of this Act not 
otherwise disposed of by this section shall be credited to miscellaneous 
receipts. Nothing herein contained shall be construed to affect the 
disposition of proceeds or income derived by the United States from 
mineral school sections in the Territory of Alaska as provided for in 
the Act of March 4, 1915 (38 Stat. 1214, 1215; 48 U.S. C., sec. 353), 
as amended. 


O 
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AUTHORIZING THE COMMITTEE ON EDUCATION AND LABOR TO 
CONDUCT STUDIES AND INVESTIGATIONS RELATING TO CER- 
TAIN MATTERS COMING WITHIN ITS JURISDICTION 





Fesruary 26, 1957.—Referred to the House Calendar and ordered to be printed 





Mr. Smiru of Virginia, from the Committee on Rules, submitted the 
following 


REPORT 


{To accompany H. Res. 168] 


The Committee on Rules, having had under consideration House 
Resolution 168, report the same to the House with the recommenda- 
tion that the resolution do pass with the following amendments: 

Strike all after the resolving clause and in lieu thereof insert the 
following: 


That the Committee on Education and Labor, effective from January 4, 1957, 
acting as a whole or by subcommittee, is authorized to conduct a full and com- 
plete study and investigation of all matters— 

(1) relating to employee health, welfare, and pension plans; 
(2) relating to the question of Federal aid to school construction; and 
(3) relating to education and labor generally. 

For the purposes of such investigations and studies the committee, or any sub- 
committee thereof, is authorized to sit and act during the present Congress at 
such times and places within the United States, its Territories, and possessions, 
whether the House has recessed, or has adjourned, to hold such hearings, and to 
require by subpena or otherwise the attendance and testimony of such witnesses 
and the production of such books, records, correspondence, memoranda, papers, 
and documents. as it deems necessary. Subpenas shall be issued only over the 
signature of the chairman of the committee or a member of the committee desig- 
nated by him; they may be served by any person designated by such chairman 
or member. The chairman of the committee or any member thereof may ad- 
minister oaths to witnesses. 

The committee may report to the House of Representatives from time to time 
during the present Congress the results of its studies and investigations, with 
such recommendations for legislation or otherwise as the committee deems desir- 
able. Any report submitted when the House is not in session shall be filed with 
the Clerk of the House. 


Amend the title so as to read: 


Resolution to authorize the Committee on Education and Labor to conduct 
studies and investigations relating to certain matters coming within its juris- 


diction O 
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APPOINTMENT OF AN ADDITIONAL JUDGE ON THE FAIL- 
URE OF A DISABLED JUDGE TO RETIRE WHEN HE IS 
ELIGIBLE TO DO SO 


Fesruary 27, 1957.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. McCuttocna, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany H. R. 110] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 110) to amend section 372 of title 28, United States Code, 
having considered the same, report favorably thereon without amend- 
ment and recommend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to grant authority to the President under 
specified conditions to appoint an additional judge of a court when an 
incumbent judge is unable to discharge officially all the duties of his 
office by reason of permanent onetel or physical disability and the 
appointment of an additional judge is necessary for the efficient 
dispatch of business. 

GENERAL STATEMENT 


Former section 371 of title 28 of the United States Code relating to 
the resignation or retirement for age and the appointment of a sub- 
stitute judge on failure to retire contained a provision that whenever 
a circuit or district judge who was eligible to resign or retire because of 
age and length of service did not do so and the President found that the 
judge could not dispatch efficiently all the duties of his office because of 
permanent mental or physical disability, and that the appointment of 
an additional judge was necessary for the efficient dispatch of the 
business, the President might make such an appointment by and with 
the advice and consent of the Senate. It also provided that the 
vacancy subsequently caused by the death, resignation, or retirement 
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of the disabled judge should not be filled. It also provided that any 
circuit or district judge whose disability caused the appointment of an 
additional judge should for purposes of precedence or service as chief 
judge be treated as junior in commission to the other judges of the 
circuit. 

In enacting Public Law 294 of the 83d Congress which was approved 
February 10, 1954, the provision of law referred to above was stricken 
from the bill providing for additional circuit and district judges. At 
the present time, therefore, should such an unfortunate circumstance 
arise wherein a permanently disabled judge fails to retire and impairs 
the efficiency of the judicial system, there is no authority to appoint 
an additional judge to alleviate the problem. 

It is to this particular situation that the bill H. R. 110 is directed 
as a solution. The matter contained in that bill has been approved 
by the Judicial Conference of the United States. It is the opinion of 
the committee that the enactment of this bill will result in more effec- 
tive conduct of the business of the courts in the situations to which it 
would apply. The bill would apply to all judges who are appointed 
to hold office during good behavior, including not only circuit and 
district judges but also judges of special courts such as the Court of 
Claims, Customs Court, the Court of Customs and Patent Appeals, 
who are eligible to retire on account of permanent disability as well as 
those eligible on account of age and length of service. It provides 
that when such a judge who is eligible to retire because of a permanent 
mental or physical disability fails to do so and a certificate of his 
disability, signed by a majority of the members of the Judicial Council 
of the circuit in the case of a circuit or district judge, or by the Chief 
Justice of the United States in the case of the Chief Judge of the Court 
of Claims, the Court of Customs and Patent Appeals or the Customs 
Court, or by the chief judge of his court in the case of a judge of the 
Court of Claims, the Court of Customs and Patent Appeals, or the 
Customs Court, is presented to the President and the President finds 
that such judge is unable to dispatch efficiently all the duties of his 
office by reason of permanent mental or physical disability and that 
the appointment of an additional judge is necessary for the efficient 
dispatch of the court’s business, the President may make such an 
appointment by and with the advice and consent of the Senate. The 
bill further provides that whenever any such additional judge is 
appointed, the vacancy which results from the death or resignation or 
retirement of the disabled judge shall not be filled. In addition, such 
disabled judge shall, for the purpose of precedence, serve as a chief 
judge or temporary performance of the duties of that office, be treated 
as junior in commission to the other judges of the circuit, district, 
or court. 

It is the opinion of this committee that this bill should be favorably 
considered. 

Attached hereto and made a part of this report is a letter from the 
Administrative Office of the United States Courts relative to an 
identical bill H. R. 4792, which passed the House of Representatives 
on July 5, 1955. No action was taken on the bill in the Senate. 

The Judicial Conference of the United States, at its September 
meeting of 1956, again renewed its previous recommendation that this 
legislation be enacted into law. 
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ADMINISTRATIVE OFFICE OF THE 
Unitep Srates Courts, 
Washington, D. C., April 11, 1956. 
Hon. Emanvuet CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 


Dear ConcressMAN Cetier: The bill about which you inquired 
of me on March 14, 1955 (H. R. 4792), would empower the President 
under specified conditions to appoint an additional judge of a court 
when a sitting judge is unable to discharge efficiently all the duties of 
his office by reason of permanent mental or physical disability and 
the appointment of an additional judge is necessary for the efficient 
dispatch of business. 

Section 371 of title 28 of the United States Code formerly contained 
a provision that whenever a circuit or district judge eligible to resi 
or retire on account of age and length of service did not do so and the 
President found that the judge was unable to discharge efficiently all 
the duties of bis office because of permanent mental or physical dis- 
ability and that the appointment of an additional judge was necessar 
for the efficient dispatch of business, the President might make suc 
an appointment by and with the advice and consent of the Senate. It 
was further provided that in that case the vacancy subsequently 
caused by the death, resignation, or retirement of the disabled judge 
should not be filled. It was also provided that any circuit or district 
judge whose disability caused the appointment of an additional judge 
should for purposes of precedence or service as chief judge be treated 
as junior in commission to the other judges of the circuit. 

The Judicial Conference of the United States at a meeting in March 
1952 recommended that the provision referred to be broadened so as 
to include all judges appointed to hold office during good behavior, 
including judges of the special courts and judges eligible to retire on 
account of permanent disability as well as those eligible on account of 
age and length of service. It also recommended that as a condition 
precedent to a finding by the President that a judge was permanently 
disabled mentally or physically there should be a certification of his 
condition by an appropriate representative of the judiciary (pp. 16-17 
of the March 1952 report). This recommendation was renewed by 
the Judicial Conference at its annual meeting in September 1952 (pp. 
18-19 of the September 1952 report) and its annual meeting in Sep- 
tember 1953 (pp. 22-23 of the September 1953 report of the Judicial 
Conference). In the consideration of the law for additional circuit 
and district judges which was approved February 10, 1954 (Public 
Law 294 of the 83d Cong.), the original provision for the appointment 
by the President of an additional judge when a sitting judge became 
unable to discharge his duties efficiently on account of permanent 
physical or mental disability was stricken from the legislation and the 
amended provision recommended by the Judicial Conference was not 
included. This was unfortunate because there are situations in which 
the efficiency of the courts is impaired unless there is power to appoint 
such an additional judge. 

The pending bill (H. R. 4792) would provide for this power but 
provide for it in the form recommended by the Judicial Conference 
of the United States rather than in the form of the original provision 
in the former section 371 of title 28. It would apply to all judges 
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who are appointed to hold office during good behavior as well as the 
circuit judges and district judges. The certificate of disability of a 
judge would be made by representatives of the judiciary rather than 

y the President. The certificate in the case of a circuit judge or 
district judge would be by a majority of the members of the judicial 
council of the circuit. In the case of the chief judge of the Court of 
Claims, Court of Customs and Patent Appeals, or Customs Court 
it would be signed by the Chief Justice of the United States. In 
the case of any other judge of those courts the certificate would be 
signed by the chief judge of the particular court. This seems more 
consonant with the independence of the judiciary than that the 
finding of disability should be made by the President. If however, 
the certificate of disability is signed by the appropriate representative 
or representatives of the judiciary prescribed by the bill then the 
President under the proposed measure may find that the judge on 
account of his disability is unable to discharge efficiently all the duties 
of his office and that the appointment of an additional judge is 
necessary for the efficient dispatch of business. Then the President 
may proceed to make the appointment of an additional judge. As 
stated, the pending bill is in the precise form recommended by the 
Judicial Conference of the United States. 

In a letter which I wrote you on April 1, 1955, about the pending 
omnibus bill for additional judgeships (H. R. 3559) I informed you of 
the recommendation on this subject of the Judicial Conference of the 
United States and set out language to amend section 372 of title 28 
of the United States Code which might be included in the pending 
omnibus bill. The language in my letter is identical with the pro- 
vision which would be added to section 372 of title 28 by the separate 
bill referred to in this letter (H. R. 4792). Such a provision would be 
conducive to the more effective conduct of the business of the courts 
in situations of the kind to which it would apply. I therefore trust 
that it may become a part of the pending omnibus bill (H. R. 3559) 
and be enacted by the Congress. 

With kind regards, I am, 

Sincerely yours, 
Henry P. CHAnpier. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, there is printed below in roman type without 
brackets existing law in which no change is proposed by enactment of 
the bill here reported; present provisions proposed to be stricken are 


enclosed in black brackets; and new provisions proposed to be inserted 
are shown in italic: 
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Section 372 or Tirte 28 or tHe Unirep Srates Cops 


§ 372. RETIREMENT FOR DISABILITY; SUBSTITUTE JUDGE 
ON FAILURE TO RETIRE. 


(a) Any justice or judge of the United States appointed to hold 
office during good behavior who becomes permanently disabled from 
erforming his duties may retire from regular active service, and the 
Roeskdent shall, by and with the advice and consent of the Senate, 
appoint a successor. 

Any justice or judge of the United States desiring to retire under 
this section shall certify to the President his disability in writing. 

Whenever an associate justice of the Supreme Court, a chief judge 
of a circuit or the chief judge of the Court of Claims, Court of Customs 
and Patent Appeals, or Customs Court, desires to retire under this 
section, he shall furnish to the President a certificate of disability 
signed by the Chief Justice of the United States. 

A circuit or district judge, desiring to retire under this section shall 
furnish to the President a certificate of disability signed by the chief 
judge of his circuit. 

A judge of the Court of Claims, Court of Customs and Patent 
Appeals, or Customs Court desiring to retire under this section, shall 
furnish to the President a certificate of disability signed by the chief 
judge of his court. 

Each justice or judge retiring under this section after serving ten 

ears continuously or otherwise shall, during the remainder of his 
lifetime, receive the salary of the office. A justice or judge retirin 
under this section who has served less than ten years in all shall, 
during the remainder of his lifetime, receive one-half the salary of 
the office. 

(b) Whenever any judge of the United States appointed to hold office 
during good behavior who is eligible to retire under this section does not 
do so and a certificate of his disability signed by a majority of the members 
of the Judicial Council of his circuit in the case of a circuit or district 
qudge, or by the Chief Justice of the United States in the case of the Chief 
Judge of the Court of Claims, Court of Customs and Patent Appeals, or 
Customs Court, or by the chief gudge of his court in the case of a yudge of 
the Court of Claims, Court of Customs and Patent Appeals, or Customs 
Court, is presented to the President and the President finds that such judge 
is unable to discharge efficiently all the duties of his office by reason of 
permanent mental or physical disability and that the appointment of an 
additional judge is necessary for the efficient dispatch of business, the 
President may make such appointment by and with the advice and consent 
of the Senate. Whenever any such additional judge is appointed, the 
vacancy subsequently caused by the death, resignation, or retirement of 
the disabled judge shall not be filled. Any judge whose disability causes 
the appointment of an additional judge shall, io purpose of precedence, 
service as chief judge, or temporary performance of the duties of that office, 
be treated as yunior in commission to the other qudges of the circuit, district 
or court. 
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A ROSTER OF SENIOR JUDGES 


Fesrvuary 27, 1957.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Rocers of Colorado, from the Committee on the Judiciary, 
submitted the following 


REPORT 


[To accompany H. R. 3818} 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 3818) to provide for the maintenance of a roster of retired 
judges available for special judicial duty and for their assignment to 
such duty by the Chief Justice of the United States, having considered 
the same, report favorably thereon without amendment and recom- 
mend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to provide for the maintenance of a roster 
of retired judges of the United States courts to be known as the roster 
of senior judges and frony which assignment for special judicial duty 
may be made by the Chief Justice of the United States. 

An identical bill, H. R. 6248, passed the House on July 5, 1955, 
but was not acted upon by the other body. 


GENERAL STATEMENT 


The bill, H. R. 3818, was introduced upon receipt of an executive 
communication from the Administrative Office of the United States 
Courts to the Speaker of the House of Representatives dated January 
18, 1957. This bill was recommended by the Judicial Conference 
at its March meeting of 1955 after a study and the report by a special 
committee appointed to consider the subject matter, and again 
recommended at its meeting in September 1956 

The bill would amend section 294 of title 28 of the United States 
Code which deals with the assignment of retired judges to active 
duty by inserting a new subsection and relettering the present sub- 
section (d) as subsection (e). 
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The assignment of retired Justices or judges to active duty is 

resently governed by section 294 of title 28 of the United States Code. 
Bubestbon (a) of that section deals with the assignment of the Justices 
of the Supreme Court by the Chief Justice to special judicial duties 
in any circuit when said Justice is willing to undertake same. It 
should be noted here that the bill H. R. 3818 does not affect the 
Justices of the Supreme Court. 

Under subsection (b), retired circuit or district judges may be 
assigned to special judicial duties in any circuit as they are willing to 
undertake. This assignment is made by the chief judge of the 
judicial council of the circuit. If the assignment is for service else- 
where, it is then made by the Chief Justice of the United States. 
Under subsection (c), a retired judge of any other court of the United 
States who is willing to perform special judicial duty may be called 
on by the chief judge of the particular court involved. Subsection 
(d) prohibits a retired judge or Justice from performing any judicial 
duties except when he is designated and assigned. 

The principal changes which this bill would make in that section 
are two: 

First, retire judges who are willing to undertake special judicial 
duties in a particular court or courts designated by them or generally 
in any court would be termed senior judges instead of retired judges. 
Their names would then be placed on a special roster of senior judges 
available for such duties. This roster would be known as the roster 
of senior judges and would be maintained by the Chief Justice of the 
United States. 

Second, as the law now stands under section 294 of title 28 of the 
United States Code, the Chief Justice of the United States may 
designate a retired circuit or district judge to perform judicial duties 
in a court of appeals or a district court in any circuit, but the services of 
a retired judge of one of the special courts such as the United States 
Court of Claims, the United States Customs Court and the United 
States Court of Customs and Patent Appeals can be used only in the 
court of which he is a member. However, under the provisions of 
H. R. 3818, the Chief Justice would be empowered to assign a judge of 
one of the special courts who is willing, as well as a retired circuit 
judge or district judge, to perform judicial duties in any court of the 

nited States other than the Supreme Court. The bill provides that 
any judge of the United States who retires from active service under 
section 371 (b) or section 372 (a) of title 28 of the United States Code 
may volunteer to have his name placed on the roster of senior judges. 
Under the sections referred to above, the privilege of retirement under 
specified conditions to judges of the United States who are appointed 
to hold office during good ‘behavior is granted. That tenure of office 
applies both to the judges of the special courts as well as to judges of 
the courts of sinedls and the district judges. Thus, under the pro- 
visions of the proposed bill, the talents of these judges of the special 
courts could be utilized in the courts of appeals and the district 
courts when the need for manpower arises therein. This additional 
manpower would go far to alleviate the congestion and the delay 
which flows from large dockets. 

The bill further provides that no retired judge denominated as 
senior judge should be assigned to perform judicial duties in any 


eourt except upon the presentation of a certificate by the chief judge 
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of the court to which he is assigned that there is necessity for his 
service there. 

The provisions of this bill have also been recommended in the report 
of the meeting of the Executive Committee of the Attorney General’s 
Conference on Court Congestion and Delay in Litigation, dated 
January 7, 1957. 

Upon consideration of all the facts surrounding this legislation, the 
committee recommends favorable enactment of the bill H. R. 3818. 

Attached hereto and made a part of this report is the executive 
communication dated January 18, 1957. 


ADMINISTRATIVE OFFICE OF THE 
Unitep States Courts, 
Washington, D. C., January 18, 1957. 
Hon. Sam Raysurn, 
Speaker of the House of Representatives, 
Washington, D. C. 

Dear Mr. Speaker: On behalf of the Judicial Conference of the 
United States, I transmit herewith for the consideration of the Con- 
gress a draft of a bill which would provide for the maintenance of a 
roster of retired judges to be known as senior judges available for 
special judicial duty and for their assignment to such duty by the 
Chief Justice of the United States. The bill enclosed was recom- 
mended by the Judicial Conference at a meeting held March 24 and 
25, 1955. The action of the Judicial Conference was based upon a 
study and report of a committee on the retirement and tenure of 
judges, of which Circuit Judge F. Ryan Duffy of Wisconsin, chief 
judge of the seventh circuit, was the Chairman, and Circuit Judges 
Armistead M. Dobie of Virginia, Herbert F. Goodrich of Pennsylvania, 
Shackelford Miller, Jr., of Kentucky, and Kimbrough Stone (retired) 
of Missouri, and District Judges Sam M. Driver of Washington, 
Ernest W. Gibson of Vermont, Carl A. Hatch of New Mexico, 
Sylvester J. Ryan of New York, Henry A. Schweinhaut of Washing- 
ton, D. C., and E. Marvin Underwood (retired) of Atlanta, Ga., were 
members. 

The Committee made a report at the annual meeting of the Judicial 
Conference in September 1954, recommending that a roster of senior 
judges available for assignment by the Chief Justice as provided in 
the pending bill be established. The Judicial Conference directed 
that the report be circulated among the Federal judges for an expres- 
sion of their views (pp. 8-9 of the September 1954 report of the Judic- 
ial Conference). At the meeting of the Judicial Conference held in 
March 1955, the Committee reported that the responses of the judges 
to the circulation of the report had been “prompt, extensive, and over- 
whelmingly favorable. Of 21 circuit judges and 61 district judges 
who responded, all but 1 circuit judge and 2 district judges were favor- 
able. Many judges registered an enthusiastic approval.” The 
Judicial Conference thereupon approved the measure proposed and 
directed that it be recommended to the Congress for enactment. 

The bill recommended would amend the present section 294 of 
title 28 of the United States Code which deals with the assignment 
of retired judges to active duty by inserting a new subsection to be 
lettered (d) and relettering the present subsection (d) as subsection 
(e). The principal changes which the amendment would make are 
two. 
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First, retired judges who signify their willingness to undertake 
special judicial duties from time to time either in a particular court 
or courts specified by them or generally in any court, would be termed 
“senior judges” instead of “retired judges” and placed upon a roster of 
senior judges available for such duties. The term “senior judge’’ is 
considered a more fitting and acceptable term to characterize a judge 
who after relinquishing his active status continues to be willing to do 
judicial work, than “retired judge.” Concerning this, the Committee 
on Retirement of Judges commented in its first report to the Judicial 
Conference as follows: 

“Judicial retirement, under section 371 (b) is, at present, confused 
in the public mind with ‘retirement’ as that term is ordinarily used in 
Government service and private industries. Certainly the term is a 
misnomer as applied to a judge who retires but who continues to per- 
form judicial service. The Committee has learned that in several 
cases a judge eligible for retirement refused to do so because the 
designation ‘retired,’ in his mind, at least, carried the connotation 
‘on the shelf’ or ‘inability to carry on judicial duties’.”’ 

As an illustration of this the Committee in its second report made 
in March 1955, after its recommendation had been circulated among 
the judges, quoted from a letter from a district judge as follows: 

““* * * When I eventually reach retirement age, I shall very 
much dislike being considered as a retired judge past his days of 
usefulness. I shall want to go on working, because my great happi- 
ness is and always has been in the field of the law. The phrase 
‘retired judge’ rather connotes one who is senile, useless, and ready for 
the spade. I shall be happy to be known as a ‘senior judge,’ because 
that phrase connotes experience and ability to continue actively.” 

Second, whereas section 294 of title 28 of the United States Code 
as it now stands enables the Chief Justice of the United States to 
designate a retired circuit judge, district judge, or judge of the Court 
of Claims to perform judicial duties in either a court of appeals or a 
district court in any circuit, it provides for the service of a retired 
judge of the United States Court of Customs and Patent Appeals and 
the United States Customs Court only in the court of which he is a 
member. The enclosed bill would empower the Chief Justice to 
assign a retired judge of one of these courts who is willing, as well as 
a retired circuit judge, district judge, or judge of the Court of Claims, 
to perform judicial duties ‘in any court of the United States other 
than the Supreme Court.” This it would do by providing that any 
judge of the United States who retires from regular active service 
under section 371 (b) or section 372 (a) of title 28 of the United States 
Code may, upon indication of his willingness, be placed upon the 
roster of senior judges. Both sections 371 (b) and 372 (a) grant the 

rivilege of retirement under the specified conditions to judges of the 
United States “appointed to hold office during good behavior,” and 
this is the tenure of the judges of the special courts as well as of circuit 
judges and district judges. Among the judges of the special courts 
are judges with general judicial capacity whose assistance from time to 
time in the courts of appeals or the district courts would be advan- 
tageous in the dispatch of their business. 

The bill recommended would provide finally that no retired judge 
denominated as a senior judge in the proposed measure shduld be 


assigned to perform judicial duties in any court except upon the 
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resentation of a certificate by the chief judge of the court to which 
e is assigned that there is necessity for his service. 

It is believed that the measure proposed would be conducive to a 
larger service of retired judges in the courts of appeals and the district 
courts after their retirement. This is expacialls desirable in this 
time when many of those courts are overburdened. Accordingly it is 
hoped that the measure recommended may meet the approval of the 
Congress and be enacted. 

Sincerely yours, 
Evmore Wartesvrst, Acting Director. 





fH. R. 85th Congress Ist session] 


A BILL To provide for the maintenance of a roster of retired judges 
available for special judicial duty and for their assignment to such 
duty by the Chief Justice of the United States. 


Be it enacted by the Senate and House of Representatives of 
the United States of America in Congress assembled, That 
section 294 of title 28 of the United States Code is amended 
by renumbering subsection (d) thereof as subsection (e) and 
by inserting in such section immediately following subsection 
(c) thereof a new subsection (d) reading as follows: 

“(d) The Chief Justice of the United States shall maintain 
a roster of judges who have retired from regular active 
service but wo are willing and able to undertake special 
— duties from time to time, which roster shall be 
cnown as the Roster of Senior Judges. Any judge of the 
United States who has retired from regular active service 
under section 371 (b) or 372 (a) of this title but is willing 
and able to undertake special judicial duties from time to 
time either in a particular court or courts specified by him 
or generally in any court may so indicate by requesting the 
Chief Justice of the United States to place his name upon 
the Roster of Senior Judges as available for such duty. The 
Chief Justice shall remove from the Roster of Senior Judges 
the name of any such judge who is no longer willing or able 
to perform any judicial duties. Any retired judge whose 
name appears upon the Roster of Senior Judges shall be 
known as a senior judge, and may be designated and assigned 
by the Chief Justice of the United States to perform such 
judicial duties as he is willing to undertake in any court of 
the United States other than the Supreme Court, upon 
presentation of a certificate of necessity by the chief judge 
of such court.” 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the House of Repre- 
sentatives, there is printed below in roman type without brackets 
existing law in which no change is proposed by enactment of the bill 
here reported; present provisions proposed to be stricken are enclosed 
in black brackets; and new provisions proposed to be inserted are 
shown in italic: 
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Section 294 or TITLE 28 or THE UNniTEpD States Cops 


§ 294. Assignment of retired justices or judges to active duty. 


(a) Any retired Chief Justice of the United States or Associate 
Justice of the Supreme Court may be designated and assigned by the 
Chief Justice of the United States to perform such judicial duties in 
any circuit, including those of a circuit justice, as he is willing to 
undertake. 

(b) Any retired circuit or district judge may be designated and 
assigned to perform such judicial duties in any circuit as he is willing 
to undertake. Designation and assignment of such judge for service 
within his circuit shall be made by the chief judge or judicial council 
of the circuit. Designation and assignment for service elsewhere 
shall be made by the Chief Justice of the United States. 

(c) Any retired judge of any other court of the United States ma 
be called upon by the chief judge of such court to perform suc 
judicial duties in such court as he is willing to undertake. 

(d) The Chief Justice of the United States shall maintain a roster of 
judges who have retired from regular active service but who are willing and 
able to undertake special judicial duties from time to time, which roster 
shall be known as the Roster of Senior Judges. Any judge of the United 
States who has retired from regular active service under section 371 (6) or 
872 (a) of this title but is willing and able to undertake special judicial 
duties from time to time either in a particular court or courts specified by 
him or generally in any court may so indicate by requesting the Chief 
Justice of the United States to place his name upon the Roster of Senior 
Judges as available for such duty. The Chief Justice shall remove from 
the Roster of Senior Judges the name of any such judge who is no longer 
willing or able to perform any judicial duties. Any retired judge whose 
name appears upon the Roster of Senior Judges shall be known as a 
senior judge, bal may be designated and assigned by the Chief Justice of 
the United States to perform such judicial duties as he is willing to under- 
take in any court of the United States other than the Supreme Court, upon 
presentation of a certificate of necessity by the chief judge of such court. 

[(d)] (e) No retired justice or judge shall perform judicial duties 
except when designated and assigned. 


O 
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PROVIDING REPRESENTATION OF DISTRICT JUDGES ON 
THE JUDICIAL CONFERENCE OF THE UNITED STATES 





Feprvuary 27, 1957.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Miuier of New York, from the Committee on the Judiciary, 
submitted the following 


REPORT 
[To accompany H. R. 3819] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 3819) providing representation of district judges on the Judi- 
cial Conference of the United States, having considered the same, 
report favorably thereon with amendment and recommend that the 
bill do pass. 

The amendment is as follows: 

Page 1, line 3, strike the word “‘two”’ and insert ‘“three”’. 


PURPOSE OF THE AMENDMENT 
The purpose of the amendment is purely technical and perfecting. 
PURPOSE 


The purpose of the bill is to provide for the representation of United 
States district judges on the Judicial Conference of the United States. 
Accordingly, it amends section 331 of title 28, United States Code. 


GENERAL STATEMENT 


The Judicial Conference of the United States is composed presently 
of the Chief Justice of the United States, who is the Chairman, the 
chief judges of the 11 judicial circuits, and the chief judge of the Court 
of Claims. The Court of Claims was authorived to be represented 
on the Conference by the act of July 9, 1956 (70 Stat. 497). 

The Judicial Conference is required by law to meet at least once a 
year, and over the past few years has been meeting twice a yesr in 

Jashington. The Conference is charged by law to make a compre- 


23009°—58 H Rept., 85-1, vol. 1——43 











2 DISTRICT JUDGES ON THE JUDICIAL CONFERENCE 


hensive survey of the conditions in the courts of the United States and 
to prepare plans for the assignment of judges between the various 
circuits and districts where necessary and to submit suggestions in the 
interest of uniformity and the expedition of judicial business. It also 
passes on the budget of the courts and makes recommendations to 
Congress concerning legislation relating to the Federal judiciary. In 
addition, it directs the Administrative Office of the United States 
Courts concerning the administration of the duties and responsibilities 
placed upon it by law. 

The Attorney General, when requested by the Chief Justice, reports 
to the Conference on the business of the various courts of the United 
States, particularly with reference to those cases to which the United 
States is a party. 

The Chief Justice is required by law to submit an annual report to 
the Congress on the proceedings of the Conference, together with its 
recommendations for legislation. 

Since many of the recommendations of the Conference deal with 
judicial matters being handled daily in the district courts throughout 
the United States, it is believed that judges of these courts should be 
members of the Conference. Their presence would afford the 
Conference the benefit of their experience in meeting these day-to- 
day problems. This is particularly true with regard to the existing 
problem of court congestion and delay in litigation. The recommenda- 
tions of the judges who are enmeshed in these problems daily should 
prove a valuable source of information toward an eventual solution. 

Under the proposed legislation, one district judge would be elected 
by the members of his judicial conference of the circuit; the judicial 
conferences of the circuit are composed of the chief judge of the circuit 
and all the circuit and district judges located therein. The term for 
which the judge would be elected is 3 years, but in order to preserve 
continuity of membership on the Conference, the initial terms of the 
district judges are staggered. 

This bill has been recommended by the Judicial Conference of the 
United States, as indicated in a letter attached hereto, addressed to 
the Speaker, United States House of Representatives, dated January 
17, 1957, from the Administrative Office of the United States Courts. 

It is the opinion of the committee that the bill should be enacted 
into law. 


ADMINISTRATIVE OFFICE OF THE 
Unirep States Courts, 
Supreme Court BuitprnG, 
Washington D. C., January 17, 1957. 
Hon. Sam Raysurn, 
Speaker of the House of Representatives, 
Washington, D. C. 

Dear Mr. Speaker: In accordance with the direction of the 
Judicial Conference of the United States I transmit to you herewith 
the draft of a bill, approved by the Conference at its September 1956 
session, which would provide for the representation of United States 
district judges on the Judicial Conference of the United States. 

Under the present law the Judicial Conference consists of the Chief 
Justice of the United States, as Chairman, the chief judges of the 11 
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judicial circuits, and the chief judge of the Court of Claims, as 
members. 

The Conference is required by statute to meet at least once each year, 
and in recent years has met at least twice annually. It surveys the 
business of the courts, receives reports on the condition of the dockets, 
passes on the budget of the courts, makes recommendations to Congress 
concerning legislation dealing with the judiciary, and gives directions 
to the Administrative Office of the Courts concerning the carrying out 
of the duties prescribed to it. It is the policymaking body for the 
Federal judiciary. 

The proposed legislation would add to the Conference 1 district 
judge from each of the 11 circuits to be elected for a term of 3 years by 
circuit and district judges of the circuits at the annual circuit con- 
ferences. ‘To preserve continuity of membership on the Conference, 
the terms of the district judges are staggered initially. 

The judiciary has voiced overwhelming support of the measure. 
It has the merit of bringing directly to the Judicial Conference the 
views of those judges who are daily engaged in the trial of civil and 
criminal cases and in the administration of the district courts to 
which so many of the recommendations of the Conference are directed. 

I hope the bill may be introduced in the House and referred to the 
appropriate committee and I shall be glad to furnish whatever 
additional information the committee may desire. 

Yours sincerely, 
ELMORE WHITEHURST, 
Acting Director. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the House of Repre- 
sentatives, there is printed below in roman existing law in which no 
change is proposed, with matter proposed to be stricken out enclosed 
in black brackets, and new matter proposed to be added shown in 
italics: 

Titte 28, Unirep States Cops, Section 331 


[The Chief Justice of the United States shall summon annually the 
chief judges of the judicial circuits to a conference at such time and 
place in the United States as he may designate. He shall preside at 
such conference which shall be known as the Judicial Conference of 
the United States.] 

The Chief Justice of the United States shall summon annually the 
chief judge of each judicial circuit, the chief judge of the Court of Claims 
and a district judge from each judicial circuit to a conference at such 
time and place in the United States as he may designate. He shall 
preside at such conference which shall be known as the Judicial Con- 
Ference of the United States. Special sessions of the conference may be 
called by the Chief Justice at such times and places as he may designate. 

[lf the chief judge of any circuit is unable to attend, the Chief 
Justice may summon any other circuit or district judge from such 
circuit. Every judge summoned shall attend and, unless excused 
by the Chief Justice, shall remain throughout the conference and 
advise as to the needs of his circuit and as to any matters in respect 
of which the administration of justice in the courts of the United 
States may be improved.] 





4 DISTRICT JUDGES ON THE JUDICIAL CONFERENCE 


The district judge to be summoned from each judicial circuit shall 
be chosen by the circuit and district judges of the circuit at the annual 
judicial conference of the circuit held pursuant to section 333 of this 
title and shall serve as a member of the conference for three successive 
years, except that in the year following the enactment of this amended 
section the judges in the first, fourth, seventh, and tenth circuits shall 
choose a district gudge to serve for one year, the judges in the second, 
fifth, and eighth circuits shall choose a district gudge to serve for two 
years and the judges in the third, siath, ninth, and District of Columbia 
circuits shall choose a district judge to serve for three years. 

{The Chief Justice of the United States shall also summon the 
chief judge of the Court of Claims, or if he is unable to attend, another 
judge of such court, to participate in the conference. Any judge 
summoned shall attend, and, unless excused by the Chief ‘Justice, 
shall remain throughout the conference and advise as to the needs 
of such court and as to any matter in respect of which the administra- 
tion of justice in the courts of the United States may be improved.] 

If the chief judge of any circuit or the district judge chosen by the judges 
of the circuit is unable to attend, the Chief Justice may summon any 
other circuit or district judge from such circuit. Jf the chief judge of 
the Court of Claims is unable to attend the Chief Justice may summon 
an associate judge of such court. Every judge summoned shall attend 
and, unless excused by the Chief Justice, shall remain throughout the 
sessions of the conference and advise as to the needs of his circuit or 
court and as to any matters in respect of which the administration of 
qustice in the courts of the United States may be improved. 
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COMMISSIONERS 





Fepruary 27, 1957.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. Hotrzman, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. R. 4191] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 4191) to amend section 633 of title 28, United States Code, 
prescribing fees of United States commissioners, having considered 
the same, report favorably thereon without amendment and recom- 
mend that the bill do pass. 

An identical bill, H. R. 10949, passed the House on June 18, 1956, 
but was not acted upon in the other body. 


PURPOSE OF THE BILL 


The purpose of the bill is to amend section 633 of title 28 of the 
United States Code so as to increase the fees prescribed for the United 
States commissioners and also to raise the maximum amount of 
earnings allowable from $7,500 to $10,500. 


GENERAL STATEMENT 


The fees prescribed for the United States commissioners are fixed by 
section 633, title 28, of the United States Code. Under the present 
law, a United States commissioner cannot earn more than $7,500 
annually. However, that maximum does not include the six pay in- 
creases which have been authorized since 1948. It is also noted that 
this bill, as well as present law, does not cover national park commis- 
sioners. The present maximum payable to a commissioner, including 
the salary increase, is $9,376.50. 

At the present time there are only five United States commissioners 
who receive the maximum salary, On June 30, 1955, there were 664 
commissioners in office, 643 of whom were part-time officers, and the 
services which many of them rendered were occasional and slight. 
The extent of these services varied widely among commissioners. Of 
the 536 commissioners paid by the Administrative Office of the United 
States Courts in 1955, 438 of them earned $1,400 or less; and 476, 
which is all but 60, earned under $2,400. 
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Under the terms of the proposed legislation, the average increase in 
salary payable to a commissioner would be 4.4 percent. 

The fees prescribed for United States commissioners were last 
increased in 1946. 

The increase in fees which this legislation authorizes would be as 
follows: 

Reference in a litigated matter from $5 to $8 a day; 

Taking and certifying depositions from 10 cents per folio to 
30 cents; from 10 cents per copy to 20 cents; 

Preliminary proceedings, internal revenue cases and admiralty 
hearings from $7 for the first 25 to $14; from $6 to $9 for the next 
25; and from $5 to $8 for the next 50. Any additional copies, 
the same fee of $2; 

Bail only from $2.50 to $4; 

Complaint from $2.50 to $4; 

Search warrant from $4 to $6; 

Discharge of an indigent prisoner from $4 to $6; 

Petty offense from $10 to $16 for the first 25 and $12 for 
additional. 

This legislation was originally introduced as a result of a communica- 
tion from the Judicial Conference of the United States which, at its 
meeting in March 1956, recommended and approved the proposed bill. 

The Judicial Conference of the United States, at its meeting in 
September 1956, renewed its previous recommendation of this matter 
as indicated by a letter, attached hereto as a part of the report, 
addressed to the Speaker of the House from the Acting Director of the 
Administrative Office of the United States Courts. 

Attached hereto as a part of this report is a communication from 
the Administrative Office of the United States Courts dated April 30, 
1956, together with a report submitted to the members of its Com- 
mittees on Supporting Personnel and Court Administration. 

Under the terms of the proposed legislation, each commissioner 
would receive some increase in salary. Under the proposed increases 
in the amount of fees prescribed, the total amount would rise from 
$525,000 to approximately $664,000, which is a little more than 24 
percent. The total cost as a result of the added increase in fees 
would be approximately $137,000. 

The committee recommends favorable enactment of this legislation. 


ADMINISTRATIVE OFFICE OF THE 
Unitep Sratres Courts, 
Washington, D. C., January 22, 1957. 
Hon. Sam Raysurn, 
Speaker of the House of Representatives, 
Washington, D. C. 

Dear Mr. Speaker: On behalf of the Judicial Conference of the 
United States I transmit herewith for the consideration of the Con- 
gress a draft of a bill to amend section 633 of title 28, United States 
Code, relating to the fees of United States commissioners. 

This bill if enacted will carry out a recommendation of the Confer- 
ence made at a meeting held in March last year and renewed in Sep- 
tember that the rates of fees for the various services rendered by 
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United States commissioners and also the limit upon their aggregate 
earnings for services rendered in any one calendar year be increased. 
The action of the Judicial Conference was in accordance with a recom- 
mendation of committees of that body on supporting personnel and 
court administration, which in turn had acted upon a study and report 
by this office. 

‘The present fees of United States commissioners were fixed by the 
Congress in 1946 and provision for them was subsequently incorpo- 
rated in section 633 of title 28 of the United States Code where they 
now appear. Within the years which have elapsed since 1946, there 
have been four general pay increases by successive statutes—in 1948, 
1949, 1951, and 1955—from which most personnel of the Government 
have benefited. But there has been no increase in the rates of fees of 
United States commissioners. Within that period there has also been 
an increase in salaries and prices generally outside of the Government, 
It is the belief of the Judicial Conference that in justice to them the 
United States commissioners merit a reasonable increase in their 
compensation. Also, it has recommended that the maximum limit 
upon the annual earnings of commissioners for their services, which is 
now fixed at $7,500 and with additions under the Pay Increase Acts 
of 1945 and 1946 may amount to as much as $9,376.50 per annum, be 
raised to $10,500. 

The earnings of most commissioners from the fees allowed to them 
are not large. According to a tabulation made by this office, 438 of 
the 536 commissioners who received compensation paid by the 
Administrative Office in the calendar year 1955 earned $1,400 or less; 
38 earned $1,401 to $2,400; 21 earned between $2,401 and $3,300; 

3 earned between $3,300 and $4,360; 4 earned between $4,301 and 
$4,800: and 22 earned over $4,800. Of the latter number five earned 
over $9,000 but not exceeding the statutory maximum of $9,376.50. 
The effect of the proposed legislation would be to grant an average 
increase of 22.6 percent in fees for services rendered before and after 
presentation of an accused, for commissioners handling from 100 to 
1,400 cases a year. The added cost of these proposed increases in 
rates and in the maximum limitation on aggregate salaries, according 
to the volume of work in 1955, would be approximately $137,000. 

For administrative purposes, in order to simplify the computation 
in the Administrative Office of fees due to the United States commis- 
sioners on their quarterly accounts, single rates for the different kinds 
of services and single limits upon the maximum annual earnings are 
prescribed in the proposed bill rather than rates subject to increase 
for the Pay Increase Acts of 1945 and 1946 as the present law provides. 

The United States commissioners are entitled to an increase in their 
compensation on account of the changes in conditions which have 
occurred since 1946. ‘The enclosed bill provides for moderate increases 
and would appear to be a deserved recognition of the important 
services which the commissioners render and it is recommended on 
that basis. I hope the measure may meet the favor of the Congress 


and be enacted aid I shall be glad to furnish whatever additional 
information may be desired. 


Sincerely yours, 


ELmMore WHITEHURST, 
Acting Director. 
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ADMINISTRATIVE OFrFrice oF THE United States Courts, 
Washington, D. C., April 80, 1956. 
Hon. Emanvurt CrEirier, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 


Dear ConcressMAN CreLuer: I would say in answer to your letters 
of July 27, 1955, and April 24, 1956, concerning the pending bill, 
H. R. 7363, that the Judicial Conference of the United States at its 
last meeting held on March 13 and 14, 1956, considered the compensa- 
tion of United States commissioners which is the subject of that bill. 
I enclose a copy of the report which has come from the printer just 
this morning. The action concerning fees of United States commis- 
sioners is shown on page 8. 

H. R. 7363 would increase the maximum limit upon the aggregate 
earnings of a commissioner in any one calendar year from $7,500 to 
$10,000, both sums exclusive of additions under the Pay Increase Acts 
of 1945 and 1946. The maximum limit with the additions included 
would be raised from a possible $9,376.50 in a calendar year to ap- 
proximately $12,369. The bill would make no change in the rates 
of fees prescribed by section 633 (a) of title 28 of the United States 

Code and it would not increase the earnings of any commissioners 
except those who are now receiving the highest annual amounts. 

The Judicial Conference at its recent meeting, recommended that 
the rates of fees of commissioners and also the maximum annual limit 
be ine ‘reased, and those increases are provided for in the enclosed bill 
which the Judicial Conference approves. The action of the Judicial 
Conference was based upon a report of Committees of the Conference 
on Supporting Personnel and Court Administration, of which Chief 
Judge John Biggs, Jr., of Delaware is chairman. Those committees 
approved a report by me in collaboration with Mr. V. A. Clements, 
the Chief Auditor of the Administrative Office, and after study by 
him and his associates in the Audit Section. The fees recommended 
are shown in exhibit C of the report, a copy of which is enclosed, and 
which corresponds with the bill. 

The principal differences between the enclosed bill and H. R. 7363 
are these: 

The measure recommended by the Judicial Conference would 
increase the earnings of all commissioners and not only of those who 
are presently earning the annual maximum, as would the pending bill. 

In view of the general rise in salaries and prices since 1946 when the 
present rates of compensation to commissioners were fixed, it would 
seem only equitable to grant a reasonable increase in compensation 
to all commissioners instead of only to the few whose earnings are 
already the highest. As appears from the table on page 5 of the 
accompanying report of the Administrative Office, 438 of the 536 com- 
missioners who received compensation paid by the Administrative 
Office in the calendar year 1955 earned $1,400 or less and 476, or all 
but 60, earned $2,400 or less. The number who earned the statutory 
maximum and accordingly the only commissioners who would be 
benefited by the pending bill (H. R. 7363) were five. The rates of 
increase in fees provided for in the enclosed bill are graduated down- 
ward according to the numbers of cases handled, continuing the policy 
of graduation of fees in innate proportion to volume provided for in 
the present law (28 U.S. C. 633 (a) (3)). 
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(2) For administrative purposes, in order to simplify the computa- 
tion in the Administrative Office of fees due to the United States 
commissioners on their quarterly accounts, single rates for the differ- 
ent kinds of services and single limits upon the annual earnings are 
prescribed rather than rates subject to increase for the Pay Increase 
Acts of 1945 and 1946 as H. R. 7363 provides. 

The necessity under the present law of computing the additions 
to the basic earnings for the increases under the pay increase acts 
mentioned, adds substantially to the labor and cost of determining 
and disbursing the fees due to the commissioners on their accounts. 
The desirability of avoiding this seems obvious. It is considered that 
the increases under the pay increase acts and other pertinent factors 
are sufficiently recognized in the higher rates provided for in the 
enclosed b ill. 

(3) The maximum earnings of a commissioner in any one calendar 
year under the bill enclosed are fixed at $10,500 in comparison with 
approximately $12,369, which the limit of $10,000 plus additions 
under the Pay Increase Acts of 1945 and 1946 provided for in H. R. 
7363, would yield. 

It was the view of the committees of the Judic ‘ial Conference and of 
the Judicial Conference that a maximum limit upon annual earnings 
of a commissioner of $10,500 would be reasonable. 

Exhibit E of the enclosed report of the Administrative Office shows 
the increase in annual income of commissioners both in money and in 
percentage which would result from the recommended rates for com- 
missioners handling different numbers of cases annually, ringing from 
100 to 1,400. The percentage of increase over the present earnings 
would range downward from 29.5 percent for 200 cases or less to 12 
percent for 1,400 cases. The average increase in rates would be 22.6 
percent. But the average increase in earnings referred to in the 
exhibit as a “weighted average increase” would be 26 percent, reflect- 
ing the smaller numbers of cases handled by the great majority of 
commissioners. The added cost of the increases in the fees authorized 
according to the volume of work in the calendar year 1955, would 
be approximately $137,000. The present fees of approximately 
$527,000, would be raised to approximately $664,000, or a little more 
than 24 percent. 

In justice, the United States commissioners are entitled to an in- 
crease in their compensation on account of the changes in conditions 
which have occurred in the 10 years since 1946. The enclosed bill 
provides for moderate increases which will apply to all. It would 
appear to be a deserved recognition of the important services which 
the commissioners render, mainly at the beginning of criminal proceed- 
ings, and it is recommended on that basis. 

With kind regards, I am, 

Sincerely yours, 


Henry P. CHanpuer. 
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ADMINISTRATIVE OFFICE OF THE UnitTEep States Courts, 
Washington, D. C., February 21, 1956. 


To the Members of the Committees on Supporting Personnel and Court 
Administration: 


FEES OF UNITED STATES COMMISSIONERS 


At the September 1955 session of the Judicial Conference the matter 
of compensation of United States commissioners was referred to the 
Committee on Supporting Personnel for consideration on my recom- 
mendation. It was pointed out that there had been no change in 
the fees authorized for commissioners’ services since 1946 and that a 
bill (H. R. 7363) was pending in the House of Representatives which 
would increase the existing limit on the basic fees which a commis- 
on may receive from $7,500 to $10,000 annually (conference report, 
p. 14). 

Mr. V. A. Clements, the Chief Auditor of the Administrative 
Office, and his associates in the Audit Section have been for some 
time studying the compensation of the United States commissioners 
under the fees now prescribed (28 U.S. C. 633). They are especially 
familiar with the work of the commissioners and their compensation 
because they audit their accounts. It was their view in which I 
concurred and which I expressed in my annual report for 1955 (pp. 
20-21 of the mimeographed report), that some increase in the fees 
would be reasonable, and that for simplicity of administration single 
rates should be prescribed for the different classes of service instead 
of the combination of a basic fee plus additions on account of the 
Pay Increase Acts of 1945 and 1946 which are necessary under the 
present statute. 

There would seem to be three questions to be considered: First, 
should there be any increase in the rates of fee now prescribed? 
Second, if there is to be an increase, should it apply to all commission- 
ers or only to certain classes? And third, if there is to be an increase, 
what should be the amount of it? 

The question whether the conditions call for an increase in the fees 
of the United States commissioners is not an easy one to answer be- 
cause, except in the case of a very few full-time commissioners, there 
are no records of the time required for the performance of their duties 
and no relisble information on the point. Of 664 commissioners in 
office on June 30, 1955, 643 were part-time officers and the services 
which many of them rendered were occasional and slight. The extent 
of the services varied widely among commissioners. 

Nevertheless there are factors which have led me to conclude that 
in justice the fees of the commissioners should be somewhat increased. 
I have already referred to the fact that there has been no increase 
in the fees since they were fixed in 1946. Within that period of 10 

ears, there have been 4 general pay increases by successive statutes, 
in 1948, 1949, 1951, and 1955, in the benefit of which most personnel 
of the government have shared. Exhibit A attached shows that the 
average increase under these 4 acts has been 35 percent. While that 
may not be a criterion for the degree of increase deserved in the fees 
of commissioners, because of the part-time and occasional service of 
the great majority of them, the fact of increase which has come to the 
salaried personnel of the Government is I think something to be 
considered. 
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A stronger reason to my mind is the trend toward increase in 
lawyers’ fees in recent years. Of the 664 commissioners at the end 
of the fiscal year 1955, 454, or more than two-thirds, were members 
of the bar. To them their receipts from services as United States 
commissioners were tantamount to fees received from clients. The 
commissioners who were not lawyers were by law and the custom of 
their office permitted to deal with the legal questions of limited range 
involved in their duties. Thus it seems pertinent to take account of 
the trend in lawyers’ fees. 

While it is difficult to ascertain with any precision the degree of 
increase in such fees, and there is a considerable variation in the fees 
for different classes of legal services and among different localities, 
there is a general consensus of informed opinion that the charges for 
lawyers’ services have been going up. Increases within the last 
decade in the hourly rates for consultation, for preparing tax returns, 
for drafting wills, for work in trial courts on a time basis, for cor- 
porate organization, and for time in appellate courts of anywhere 
from a quarter to a third, or in some instances a half, are no un- 
common. All in all, I am convinced that the United ‘States com- 
missioners should share to a moderate extent in the trend toward 
higher compensation for services not dissimilar to theirs. 

The next question is, if there is to be an increase, should it apply 
only to certain types of commissioners or to all. The pending bill to 
which reference has been made (H. R. 7363) without changing the 
rates for specified services, would increase the maximum limit upon 
receipts of a commissioner in any one calendar year under section 
633 (b) of title 28. That limit which is now a basic rate of $7,500 
plus additions for the pay increase acts of 1945 and 1946, which may 
bring the annual income to a total of $9,376.50, would be raised to a 
basic sum of $10,000 annually, which, with the additions under the 
pay increase acts, would produce a total income of approximately 
$12,369. While I concur that there should be some increase in the 
maximum amount which United States commissioners may earn an- 
nually, it seems to me that it would be inequitable to grant an increase 
in compensation only to the commissioners who now reach the maxi- 
mum and to deny it to the very large number of commissioners whose 
earnings from their part-time services fall far short of that. 

A table following shows the different amounts of total compensation 
earned by 536 commissioners who received compensation paid by this 
office in the calendar year 1955. Four hundred thirty-eight earned 
$1,400 or less, 38 earned between $1,401 and $2,400, and the number 
earning more than $2,400 was only 60. Many, of course, of the 
United States commissioners who rendered services only occasionally 
and from them earned small amounts, were lawyers. It would not 
appear just to deny to them and to the other commissioners not 
lawyers rendering services analogous to legal services, some participa- 
tion in the trend which has been noted toward increase in the rates 
of charge for such services. It is believed that fairness requires that 
if an increase in fees is to be granted to any commissioners it should 
be granted to all. Of course the shares in the increased fees will be 
related like the shares in the present fees to the amounts of service 
rendered in the individual cases. 
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RANGES OF EARNINGS OF UNITED STATES COMMISSIONERS IN THE 
CALENDAR YEAR, 1955 


In the calendar year 1955, of 536 commissioners who received 
compensation paid by the Administrative Office: 438 earned $1,400 
or less; 38 earned $1,401 to $2,400; 21 earned between $2,401 and 
$3,300; 13 earned between $3,301 and $4,300; 4 earned between $4,301 
and $4,800: 5 earned between $4,801 and $5,400: 3 earned between 
$5,401 and $6,000; 3 earned between $6,001 and $6,500; 2 earned 
between $6,501 and $7,000; 1 earned between $7,001 and $7,600; 
2 earned between $7,601 and $8,100; 1 earned between $8,101 and 
$8,700; 5 earned between $9,201 and $9,376.50. 

We come now to the third question, what should be the amount of 
the increase? The question is complicated by the fact that the appli- 
cation to the present basic fees of the increases under the Pay Increase 
Acts of 1945 and 1946, while recommended by the committee of the 
Judicial Conference and the Conference, came subsequently to the 
study by the committee of the basic fee schedule provided for in 

section 633 (a) of title 28. To some extent the increases of the basic 
rates cut across the plan of graduation which the committee had 
formulated and did not altogether conform with it. 

To arrive now at new single rates of fee for the different classes of 
services and graduate them as nearly as feasible according to the 
pattern of basic fees adopted in 1946, is not easy. ‘The principle of 
graduation in the statute of that year was that for various specified 
types of services, fees should be graduated downward as the number 
of cases handled increased. This was for the reason, which still 
seems sound, that a commissioner who handles a larger volume of 
business can organize his work in such a way that it proportionately 
takes less of his time than that of a commissioner who handles only 
a few cases. Consequently in the recommendations of fees to follow, 
that principle is adhered to. 

Exhibits B, C, D, E, and F attached show comparatively the rates 
of fee under the present law and the new rates recommended; also a 
comparison of the resulting income of the commissioners with diiferent 
volumes of business. Exhibit B shows the composite fees now in 
force consisting of the basic fees prescribed in section 633 (a) (1) to (8) 
of title 28 of the United States Code, plus the increases under the 
1945 and 1946 pay acts. Exhibit Cc following the specification of 
services in the present statute, shows the new fees recommended. 
Exhibit D is a comparison of the present fee schedule and the proposed 
new schedule for convenient reference. Exhibit E shows the com- 
parative yield of the present fees and the fees recommended in the 
proposed new schedule according to numbers of cases handled by 
commissioners, ranging from 100 to 1,400 cases a year. Exhibit 
shows the recommended increases in the rates recommended for the 
trial of petty offenses. 

As appears from exhibit D the new rates of fee recommended for 
the different services are substantially higher than the present basic 


rates. For instance, the charge for issuance of a complaint before 
presentation is raised from the basic sum of $2.50 to $4. There is 
the same increase in the charge for setting bail only. The charge for 
conducting preliminary proceedings after presentation for the first 
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25 cases per quarter is raised from $7 to $14, for the next 25 from $6 
to $9, for the next 50 from $5 to $8 without any change in the rate of 
$2 for all cases above 100 per quarter. The charge for trying a petty 
offense, which in the present statute is a basic sum of $10 (exclusive 
of pay act increases), is fixed at $16 in the schedule recommended for 
the first 25 cases and $12 for all cases above that number handled 
per quarter. The recommended rates stated above, however, are 
single fees for the services mentioned without any added amounts on 
account of the pay acts, so that the proportionate increase in the fees 
recommended is materially less than would appear from a comparison 
of the present basic rates with the proposed new single rates. The 
increase in the maximum annual compensation per year is from 
$9,376.50 under the present law to $10,500. 

Exhibit E is significant because it shows what increase in annual 
income, both in money and in percentage, would result from the 
recommended rates for commissioners handling different numbers 
of cases annually, ranging from 100 to 1,400. The percentage of 
increase over the present gross earnings would range downward from 
29.5 percent for 200 cases or less, to 12 percent for 1,400 cases. The 
average increase in rates would be 22.6 percent. But the average 


increase on the basis of the compensation earned in the calendar year 
1955, referred to in the exhibit as a “weighted average increase,” 


‘would be 26 percent. This is because the higher rates are allowed for 
| 8 


commissioners handling the smaller numbers of cases, and a large 
majority are in that class. The added cost of fees of commissioners 
under the plan on the volume of work in the calendar year 1955, 
would be approximately $137,000. The present fees of approxi- 
mately $527,000 would be raised to approximately $664,000. 

The increase recommended for the trail of petty offenses shown in 
exhibit F would average only 4.4 percent because by and large the 
rere rates for that type of service are deemed virtually sufficient. 

1e rise in the percentage of increase for volumes of 800 and 900 such 
cases a year, results from the increase in the maximum limit upon 
annual compensation from $9,376.50 to $10,500. 


CONCLUSION 


It is apparent that while it may be comparatively simple to decide 
whether or not the rates of fees of the commissioners should be in- 
creased, it is far from simple to devise a rate schedule that will be both 
just and administratively efficient. Whether the plan that is pre- 
sented meets these tests or not is of course a matter of judgment. It 
seems to us that it does so better than any other of which we can 
think. While the increase is moderate, we believe that it does justice 
to the commissioners in the light of the nature of their work. We 
therefore recommend the plan for your consideration. When a 
decision is reached an amendatory statute can be drafted following 
the present section 633 of title 28 with only necessary changes. 


Henry P. CHANDLER: 
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Exursir A 


Statement of the per annum salary rates of classified employees and the percentage 
increases they have received since the year 1946 








Grade 1946 | 1956 | Increase | Percentage 

i kasi cnet a abictnegintedlaceb ini odek nibh Giinmamentns $1, 756. 00 $2, 690. 00 $934. 00 53 
a i cetian Ntt Lis on Nanas an acteatentigts Ahsan tania 1, 954. 00 2, 960. 00 1, 006. 00 61 
PR de a a ee 2, 168. 28 3, 175. 00 1, 006. 72 46 
kbs ln hth tke ee ek es se soe ee 2, 394. 00 3, 415. 00 1, 021. 00 43 
ee Tonia 2, 644. 80 3, 670. 00 1, 025, 20 39 
SEL Asche Akt hdktindbbdmidoantodcdakns opie dau 3, 021. 00 4, 080. 00 1, 059. 00 35 
CO a dk i ta iN a a ic 3, 397. 20 4, 525. 00 1, 127. 80 33 
ene oan ate en ka bladed eatin eeieaelat 3, 773. 40 4, 970. 00 1, 196. 60 32 
a rcthidiecehaib iin danahbbicks wulgbicidantcmtal a khe 4, 149. 60 5, 440. 00 1, 290. 40 31 
I ee eh ae eh nee 4, 525. 80 5, 915. 00 1, 389. 20 31 
ON a cl RED 4, 902. 00 6, 390. 00 1, 488. 00 30 
is tee a incacctinstneta el naan tiene. tMeibine dnb 5, 905. 20 7, 570. 00 1, 664. 80 23 
i a, 5 a dee Ae 7, 102. 20 8, 990. 00 1, 887. 80 27 
E88 ae de dbsailamada dations 8, 179. 50 10, 320. 00 2, 140. 50 26 
a a Ag 9, 975. 00 11, 610. 00 1, 635. 00 16 

Resnes tine GEE oo nn dick cde Sac ceans | kicebacsensis tbseeteesetee eae 35 


Norte.—Pay acts involved: Public Law 900, 80th Cong., approved July 3, 1948 (62 Stat. L. 1267); Publie 
Law 429, 8ist Cong., approved Oct. 28, 1949 (63 Stat. L. 954); Public Law 201, 82d Cong., approved Oct. 
24, 1951 (65 Stat. L. 612); Public Law 94, 84th Cong., approved June 28, 1955 (69 Stat. L. 172). 








Exarsit B 


SCHEDULE OF INCREASES BEING APPLIED UNDER PUBLIC LAWS 106 AND 
390 (5 U. S. C. 934) TO THE BASIC FEES CLAIMED BY UNITED STATES 
COMMISSIONERS 


Title 5, United States Code, section 934 provides in part: 

* * * 20 per centum of that part of his rate of basic compensation 
which is not in excess of $1,200 per annum, plus 10 per centum of that 
part of such rate which is in excess of $1,200 per annum but not in 
excess of $4,600 per annum, plus 5 per centum of that part of such 
rate which is in excess of $4,600 per annum, plus (A) 14 per centum 
of his rate of compensation (including the additions thereto resulting 
from the application of the foregoing percentages), or (B) $250 per 
annum, whichever is the greater, except that such rate of compensa- 
tion shall not be increased by more than 25 per centum.”’ 











Ss Public Law | Public Law | Cumulative 
Basic fees 106 390 increase 

$1 to $883:33 Percent Percent Percent % 

SEE. -esbhascdhugqousnavquanéeniatonsunenaparattipeyody 20 25 5 
SDS 0008 FOR il fonds clic deosel ll nkadbnniccdseediber 20 (1) 20 
ee EP OO Bt BIR Oe. .dacnddceredbadiinccnbintdpannnbenacbiacinien 10 @) 10 
SE OD BONED, 25 0S. dssenctackdwabenecennabceasncinbassntn 10 14 25.4 
OFTOOE 00ST ID en = iene gnninsvtnsonnsradwess he 5 14 | 19.7 


' 


1 No additional increase under Public Law 390 until 14 percent of basic fees, plus increases under Public 
Law 106. equals $250. This feature of Public Law 390 works an inequity in that commissioners whose earn- 
ings range fromm $833.34 through $1,514.36, receive the same annual increase, $250. Public Law 390, which 
was designed for application to annual salaries of classified employees, contained a minimum and maximum 
feature which when applied to fee earnings, resulted in the inequity stated herein. 
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INCREASING FEES OF UNITED STATES COMMISSIONERS ll 


Based on the above cumulative increases, commissioners are pres- 
ently being paid fees for their services as follows: 

















Before presentation fee | After presentation fee 
Number of cases per year | en leanne teat 
Basic | Increase | Total | Basic | Increase Total 
S$ oVXw—rrrr ee 
| Percent Percent 

BEE GRD co cccatuccdéceanses $2. 50 50 $3.75 $7 50 $10. 50 
TOU De OND so duudatucdeinia 2. 50 20 3.00 7 20 8.40 
i Oe 2. 50 20 | 3.00 6 20 7.2 
Next 37 cases.....-----..-.--- 2. 50 10 | 2.75 6 10 6. 60 
IEA 2. 50 25.4 3.15 6 25. 4 7.50 
SOU TP GRR ne canctasdssvns 2. 30 25. 4 3.15 5 25. 4 6. 25 
BONE OOO GROG. «<< cnccédsaweee 2. 50 25. 4 3.15 2 25.4 2. 50 
All additional cases..........- 2. 50 19.7 3.00 2 19.7 2.40 


EEE 
Petty offense fee 


Number of cases per year 





| Basic Increase Total 
Percent 
i Ot CIE, cccnncctsied isch dhenansitinamsenamiaa ie aime $10 50 $15.00 
Sk Res eee = ee ee 10 20 12.00 
Sf ee ee re ere 10 10 11.00 
POONC GG BROOD. oh didn cdcbitctcedbinbiiendtbbsaelt.icn te 10 25.4 12. 50 
PeOKt DED CNBUS. <nn dics cnnsiecscabsestisdinse dieses 10 19.7 12.00 


Exursit C 


PROPOSED FEE SCHEDULE FOR UNITED STATES COMMISSIONERS 


United States Commissioners in each judicial district, except na- 
tional park commissioners, shall receive only the following fees for all 
services rendered, not to exceed $10,500 for any one calendar year: 

(1) For attending to any reference by order of court of a litigated 
matter in a civil case or in admiralty, $8 per day. 

(2) For taking and certifying depositions, 30 cents for each folio 
and for each copy thereof furnished on request, 20 cents per folio. 

(3) A fee graduated according to the aggregate number of cases in 
each quarterly accounting period, in the sum of $14 for each of the 
first 25 cases, $9 for each of the next 25 cases, $8 for each of the next 
50 cases, and $2 for each additional case, of the following kinds: 

Issuance of an attachment and subsequent hearings in internal 
revenue matters pursuant to section 7604 (b) of title 26; 

Settling or certifying the nonpayment of a seaman’s wage 
pursuant to sections 603 and 604 of title 46; 

Preliminary proceedings to hold an accused person to answer 
in district court, payable to the commissioner who disposes of the 
case by discharge or binding over, for all services rendered after 
presentation of the accused; 

Each accused person brought before the commissioner for 
holding to answer in district court shall be considered a case for 
the purpose of computation of fees. 

(4) For all services rendered for each accused person presented 
before him for purposes of bail only and not for holding to answer in 
district court, whether or not bail is taken or commitment ordered, $4. 








12 INCREASING FEES OF UNITED STATES COMMISSIONERS 


(5) Upon the filing of a sworn, written complaint, for all services 
rendered prior to presentation of the accused before the commissioner, 
$4 for each person accused. 

(6) For all services in connection with each formal, written appli- 
cation for a search warrant, whether grantecd or denied, $6. 

(7) For each proceeding for the discharge of an indigent prisoner, $6. 

(8) For each defendant tried or sentenced by him for a petty 
offense, in lieu of all other fees provided in this section, a fee graduated 
according to the aggregate number of cases in each quarterly account- 
ing period, in the sum of $16 for each of the first 25 cases and $12 for 
each additional case. 





Exuisit D 


Comparative statement of the present fee schedule and the proposed fee schedule 





| 








| Present schedule ! Proposed schedule 
Reference in a litigated matter__............- OE ew On in cdsbdedons | $8 ner day. 
Taking and certifying depositions_-—........-- 10 cents per folio. ........... | 30 cents per folio. 
10 cents per copy............| 20 cents per copy 
Preliminary proceedings (after presentation), First 25 at $7; next 25 at $6; | First 25 at $14: next 25 at $9; 
internal-revenue cases (26 U. S. C. 76°4 next 50 at $5; additional at next 50 at $8; additional at 
(b)) and admiralty hearings (46 U. 8. C. $2.2 $2.2 
603 and 604). 
i i a I a $4, 
Complaint (before presentation) -.........-.- ee et ee eee $4. 
Search warrant...._.....- a caaesihcieelieiei ee neeeeniaeanorpiaepinaain $6. 
Discharge of an indigent prisoner_..........- WRs A tapdeninineesadinnne $6 
i itnittlin en agai adinisiining SOD... a distiihimebeemditenieds First 25 at $16; additional at 
| $12.2 
Ceiling on basie fees (65 U.S. C. 633 (b))_...- DOE tcctidtttiewencussetenns 
TRCIIOE CHES OE BINNS BGR, ccntecdivendel obacncocnsdescuessencbentnunon $10,500. 


1 Not including increases under 5 U. 8. C. 934. 
2 The numbers of proceedings indicated are or a quarterly basis, 
$ Ceiling including increases under 5 U. 8. C. 934—$9,376.50, 


Exursit E 


Schedule of fees payable to a United States commissioner under the present fee schedule 
and the percentage increases they would receive under our proposed schedule of fees 
for services rendered before and after presentation of an accused in 100 to 1,400 
cases per year 





Total pay- 
Amonnt of Percentage | Percentage 
basic fees able as Total pay- | Total pay- | Amount of of increase | of increase 


Number of cases | increases | able under | able under! proposed 





under 28 over pres- | over pres- 

per year U.s.c under 5 present proposed yearly ent basic | ent gross 

633 (a) 08.% fee bill fee bill increase boas earnings 
MR hicdcetccndd $950 $440.00 | $1, 390. 00 $1, 800 $410. 00 43.2 29.5 
WR echintieipencpenn 1, 800 594. 00 2, 394. 00 3, 100 706. 00 39.2 29.5 
Gee aauubuswscsss 2, 550 784. 50 3, 834. 50 4, 300 965. 50 37.9 28.9 
cniskebenewcena 3, 300 975. 00 4, 275. 00 5, 500 1, 225. 00 37.1 28.7 
ii sctiininietakatenmadions 3, 750 1, 089. 30 4, 839, 30 6, 100 1, 260. 70 33. 6 26.0 
CER cuvitiviteuuses 4, 200 1, 203. 60 5, 403. 60 6, 700 1, 296. 40 30.9 24.0 
Th hicger=a 4, 650 1,315. 05 5, 965. 05 7, 300 1, 334. 95 28.7 22.4 
Gin ccbitisecadesse 5, 100 1, 403. 70 6, 503. 70 7, 900 1, 396. 30 27.4 21.5 
a ee 5, 550 1, 492. 35 7,042. 85 8, 500 1, 457. 65 26.3 20.7 
SRB. ccotentaese< 6, 000 1, 581. 00 7, 581. 00 9, 100 1, 519. 00 25.3 20.0 
LDeUi bdsctsocces- 6, 450 1, 669. 65 8, 119. 65 9, 700 1, 580. 35 24.5 19.5 
LOR. mpeerer- 6,900 | 1,758.30 8, 658. 30 10, 300 1,641. 70 23.8 19.0 
Ela giapuinenene 7, 350 1, 846. 95 9, 196. 95 10, 500 1, 303. 05 17.7 14.2 
LAID G «p abies ds 7,500 876. 50 9, 376. 50 10, 500 1, 123. 50 15.0 12.0 

Average increase 
 Guitbhwideinan eabioabiinee leatnenidites hdibnsbbhedes becbbameseehs lansiuebbese edeeseeeeiin 22.6 
Weighted aver- 

age increase of..|.... Stanecta ltsbonlibboun losteenasosss esehenesgneslonstoens shat nsndeess — 26.0 
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Exutisit F 


Schedule of fees payable to a United States commissioner under the present fee schedule 
and the percentage increases they would receive under our proposed schedule of 
fees for services rendered in the trial of petty offenses (18 U. 8. C. 3401) in 100 to 
900 cases per year 





Percentace 








increase 
a Present Proposed | 

Cases schedule! | schedule ee eee 

missioners 
iicectcenéeépotdapeccsepecssidépudubuleusowe $1, 450. 00 $1, 600 $150. 00 10.3 
padencsteccscutetunetedsaccébadbsctauwectiiqnael 2, 644. 80 2, 800 155. 20 5.9 
tl ihtbenpeocepnbcensipedaiiipeanmeannnes 3, 898. 80 4, 000 101. 20 2.6 
osususecudbponebnedsdecetesahabeabadeldndos 5, 152. 80 5, 200 47.20 9 
§ 6, 384. 00 6, 400 16. 00 3 
7, 581. 00 7, 600 19. 00 3 
8, 778. 00 8, 800 22. 00 23 
29,376. 50 10, 000 623. 50 mn) 
39, 376. 50 | *10, 500 1, 123. 50 12.0 
BVEESS Wicrense Bb. cnscitatcccitecdetinnscapintaetenq~qness eee wateapiet danminenienmelie 44 


1 Basic fees plus increases under 5 U. 8. C. 934. 
9 Present ceiling of $9,376.50. 
3 Proposed ceiling of $10,500. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the House of Represent- 
atives, there is printed below in roman existing law in which no 
change is proposed, with matter proposed to be stricken out enclosed 
in black brackets, and new matter proposed to be added shown in 
italics: 

Section 633, Titty 28, Unirep Srates Cops 


§ 633. Fees and expenses, 


(a) United States commissioners in each judicial district, except 
national park commissioners, shall receive the following fees only for 
all services rendered [:] , not to exceed $10,500 for any calendar year: 

(1) For attending to any reference by order of court of a litigated 
matter in a civil case or in admiralty, [$5] $8 [per] a day. 

(3) For taking and certifying depositions, [10] 30 cents for each 
cme of for each copy thereof furnished on request, [10] 20 cents 
per folio. 

(3) A fee graduated according to the aggregate number of cases in 
each quarterly accounting period, in the sum of [$7] $14 for each of 
the first [25] twenty-five cases, [$6] $9 for each of the next [25] 
twenty-five cases, [$5] $8 for each of the next [50] fifty cases, and 
$2 for each additional case, of the following kinds: 

Issuance of an attachment and subsequent hearings in internal 
revenue matters pursuant to section [3615 (e)] 7604 (6) of Title 
26; 

Settling or certifying the nonpayment of a seaman’s wage 
pursuant to sections 603 and 604 of Title 46; 

Preliminary proceedings to hold an accused person to answer 
in district court [disposed of] , payable to the commissioner who 
disposes of the case by discharge or binding over, for all services 
rendered after presentation of the accused[.] ; 

Each accused person brought before the commissioner for 
holding to answer in district court shall be considered a case for 
the purpose of computation of fees. 


23009°—58 H. Rept., 85-1, vol. 1——44 
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(4) For all services rendered for each accused person presented 
before him for purposes of bail only and not for holding to answer in 
district court, whether or not bail is taken or commitment ordered, 
[$2.50] $4. 

(5) Upon the filing of a sworn, written complaint, for all services 
rendered prior to presentation of the accused before the commis- 
sioner, [$2.50] $4 for each person accused. 

(6) For all services in connection with each formal, written appli- 
cation for a search warrant, whether granted or denied, [$4] 36. 

(7) For each proceeding for the discharge of an indigent prisoner, 
[34] $6. 

(8) For each defendant tried or sentenced by him for a petty offense, 
in lieu of all other fees provided in this section, [$10.] @ fee graduated 
according to the aggregate number of cases in each quarterly accounting 
period, in the sum of $16 for each of the first twenty-five cases and $12 
for each additional case. 

[The additional compensation provided by section 934 of Title 5 
shall apply to the fees prescribed herein. } 

[(b) A United States commissioner shall not receive more than 
$7,500 for any one calendar year for his services, exclusive of additions 
under section 934 of Title 5.] 

- a * 


* * 7 * 
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AUTHORIZING AND DIRECTING THE SECRETARY OF THE IN- 
TERIOR TO CONVEY CERTAIN PROPERTY OF THE UNITED 
STATES LOCATED IN JUNEAU, ALASKA, KNOWN AS THE JUNEAU 
SUBPORT OF EMBARKATION, TO THE TERRITORY OF ALASKA 


Feprvuary 28, 1957.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Enawez, from the Committee on Interior and Insular Affairs 
submitted the following 


REPORT 
[To accompany H. R. 4939] 


The Committee on Interior and Insular Affairs, to whom was 


referred the bill (H. R. 4939) to authorize and direct the Secretary 
of the Interior to convey certain property of the United States located 
in Juneau, Alaska, known as the Juneau Subport of Embarkation, 
to the Territory of Alaska, having considered the same, report favor- 
ably thereon without amendment and recommend that the bill do pass. 


EXPLANATION OF THE BILL 


The purpose of H. R. 4939, introduced by Congressman Miller of 
Nebraska, is to authorize and direct the Secretary of the Interior to 
convey a portion of certain property known as the Juneau Subport 
of Embarkation in Juneau, Alaska, to the Territory of Alaska. 

The 10-acre tidal flat, wharf, and related facilities under consider- 
ation in H. R. 4939 was initially withdrawn for military use by 
Public Land Order 657, dated August 15, 1950. The Department of 
the Army returned the land to the jurisdiction of the Department 
of the Interior on May 6, 1954, which Department is presently respon- 
sible for its administration. 

The Territory of Alaska is anxious to see this conveyance effected 
so that the land and facilities may be utilized as a National Guard 
headquarters and for other Territorial activities. 

Section 2 authorizes the Secretary of the Interior to execute and 
deliver the contracts, conveyances, or other instruments necessary 
to effectuate the transfer. 











2 CONVEY CERTAIN PROPERTY TO TERRITORY OF ALASKA 


Section 3 of this bill provides that the Territory of Alaska will 
grant to the United States without charge the use of approximately 
4,050 square feet of open storage area presently used by the Alaska 
Communication System and also the rights of ingress and egress and 
utility rights-of-way. 

H. R. 4939 is identical to H. R. 6779 which passed the House during 
the 84th Congress. 

The favorable report of the Secretary of the Interior dated February 
27, 1957, is as follows: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C. 
Hon. Crain ENGLE, 
Chairman, Committee on Interior and Insular Affairs 
House of Representatives, Washington 25, D. C. 

Dear Mr. Encie: Your committee has requested a report on H. R. 
4939, a billjto authorize and direct the Secretary of the Interior to 
convey certain property of the United States located in Juneau, 
Alaska, known as the Juneau Subport of Embarkation, to the Terri- 
tory of Alaska. 

We recommend that H. R. 4939 be enacted. This bill incorporates 
the changes that were made by your committee in a similar measure, 
H. R. 6779 of the 84th Congress. That bill was passed by the House 
of Representatives. 

This proposed legislation authorizes the conveyance to the Terri- 
tory of Alaska of a portion of the so-called Juneau Subport of Em- 
barkation. The tract that would be conveyed to the Territory com- 
prises approximately 10 acres of so-called tide-flat land situated 
adjacent to the city of Juneau. It includes a wharf and related 
facilities. This land was withdrawn initially for the use of the Army 
by Public Land Order 657, dated August 15, 1950. That Department 
returned it to the jurisdiction of this Department on May 6, 1954, 
there it has been administered pending final disposition thereof. 

This property is urgently desired by the Territory for National 
Guard headquarters purposes and for other activities and functions 
of the Territorial government. In our opinion, this conveyance would 
be in the public interest and would not interfere with Federal opera- 
tions in that area. 

The Bureau of the Budget has advised us that there is no objection 
to the submission of this report to your committee. 

Sincerely yours, 
HATFIELD CHILSON, 
Assistant Secretary of the Interior. 


The Committee on Interior and Insular Affairs recommends the 
enactment of H. R. 4939. 


O 


| 
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1957 JOINT ECONOMIC REPORT 


February 28, 1957—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Parman, from the Joint Economic Committee, submitted the 
following 


REPORT 


REPORT OF THE JOINT ECONOMIC COMMITTEE ON THE 
JANUARY 1957 ECONOMIC REPORT OF THE PRESIDENT? 


INTRODUCTION 


America today is prosperous, with employment, production, and 
purchasing power at record levels. A wide range of economic indi- 
cators suggests that we can achieve continuing growth of the economy 
in the year ahead. 

The dynamic forces underlying the American economy, however, 
must be expected to present constantly changing challenges for private 
and public policies. 

Our experience over the past decade under the Employment Act 
of 1946 demonstrates the ability of the Nation to adjust to dramatic 
shifts in circumstances, such as those presented by the Korean war, 
and the recessions of 1949 and 1954. 

A different and in some respects more difficult challenge is posed by 
less spectacular developments, such as those of the past year during 
which divergent trends throughout the economy tended to obscure 
changes in the overall level of activity. The Federal Government in 
such circumstances carries a great responsibility for formulating and 
carrying out policies which will give the maximum opportunity for the 
free play of private incentives basic to the growth of our enterprise 
economy, while maintaining stability in the price level. 


1 Senator Fulbright was not able to participate in the hearings and in the writing of this report because 
of other pressing duties. 


1 
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The challenge for 1957, as in recent years, originates principally in 
the conflict between the free world and the Communist bloc countries, 
So long as the threat of Communist aggression persists, this Nation 
must commit a significant proportion of its resources to military 
defense and related national security. As this committee has con- 
sistently and unanimously maintained, the Nation can assume this 
burden imposed from abroad and still provide for expansion of our 
capacity to produce the goods and services demanded by a growing 
population seeking improved living standards. 

Adjustments in the growth of employment, production, and purchas- 
ing power to rates consistent with a stable price level must be con- 
tinually made in our dynamic economy. Without being complacent 
about the difficulties which may sometimes be imposed by such adjust- 
ments, we are nevertheless confident that with appropriate use of the 
Employment Act machinery, the United States will meet such chal- 
lenges in the future as successfully as it has in the past. 

The committee has benefited greatly from the cooperation of the 
Council of Economic Advisers in their testimony during the com- 
mittee’s hearings. The discussion was of material assistance in 
elaborating the abbreviated discussion of the economic outlook con- 
tained in the Economic Report of the President. The issues for 
economic policy in 1957 posed in the President’s report were ably 
discussed in the testimony of administration officials, the Chairman 
of the Board of Governors of the Federal Reserve System, and non- 
governmental experts of varying views (Hearings on the January 1957 
Economic Report of the President, before the Joint Economic Com- 
mittee, 85th Cong., 1st sess.). 

The committee appreciates the action of the last Congress in 
amending the Employment Act to provide that the President’s report 
is to be filed not later than January 20, and to change the committee’s 
name to the ‘Joint Economic Committee.” 

The committee finds important points upon which it agrees with 
respect to the problems and policies suggested by economic prospects 
for the months ahead, despite individual differences in viewpoint as to 
details, timing, and emphasis. 


FINDINGS AND RECOMMENDATIONS 





1. The American economy in 1956 reached record heights with re- 
spect to employment, production, and purchasing power.’ ‘The prin- 
cipal impetus for this growth came from a $6.2 billion increase in busi- 
ness expenditures for new plant and equipment, which totaled $34.9 
billion for the year. Rising consumer outlays also made a major con- 
tribution to the expansion of total demand despite the decline in 
passenger-car sales from 7.4 million in 1955 to 5.9 million in 1956 and a 


2 Senator WATKINS. For the reasons which I discussed in detail in my minority views to the majority 
report of last year, I still have reservations as to the desirability of having the Council testify before a com- 
mittee of the Congress. In those views it was urged that the job of defending the economic policies con- 
tained in the President’s Report belong to the Cabinet as principal line officers, not to the Council, a staff 
agency. I am pleased therefore that the committee took cognizance of the fact that ‘‘the issues for eco- 
nomic policy in 1957 posed in the President’s Report were ably discussed in the testimony of administration 
officials. * * *” 

3 Senator WATKINS. This statement seems to imply that the stated objectives of maximum employment, 
production, and purchasing power contained in the Employment Act of 1946 were realized by the economy 
in 1956. Again this year, a major short-coming of the committee report is its failure to make such 
an appraisal. For this reason, I again feel obligated to undertake this task. The appraisal is to be found in 
my supplemental views (pp. 23-32). 
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fall in new nonfarm housing starts from 1.3 million to 1.1 million units. 
This experience offers additional evidence that an economy as large 
and as diversified as that of the United States can adjust to significant 
shifts in demand and in production without an overall setback. 

2. Economic expansion in 1956 was accompanied by widespread 
price increases. Of the 5.5 percent increase in gross national product, 
2.8 percentage points were accounted for by rising prices. The price 
ae gained momentum during the latter part of the year. 

The current outlook for 1957 is for further increases in employ- 
aint: production, and purchasing power with no general easing of 
pressures toward further cost and price increases. This outlook is 
implicit in the President’s report and materials furnished by various 
executive branch agencies, and witnesses at the committee hearings, 
The committee staff estimates a gross national product of about $435 
billion, measured in beginning-1957 prices, on the basis of this out- 
look. The Council of Economic Advisers has indicated that this level 
of output for the year would meet the objectives of the Employment 
Act. 

4. The economic outlook may change rapidly in our dynamic 
economy. Rising construction and interest costs and declining 
liquidity may prevent realization of present business plans for capital 
replacement and expansion. The same factors may have an adverse 
effect on State and local government expenditures for public works. 
Consumer outlays may not rise as much as recent surveys indicate. 
As in past years, therefore, the Subcommittee on Economic Stabiliza- 
tion will follow economic developments in the coming months for 
indications which suggest the occasion for modification of stabilization 
policies. 

5. Developments in 1956 and current prospects for 1957 bring into 
focus the problem of maintaining stability of the general level of 
prices during periods of full employment. To curb general price in- 
creases, the rate of expansion of total spending must be held down to 
the rate of increase in real output. Otherwise, intensive bidding 
for resources and goods will drive up cost and price structures through- 
out the economy. Such restraints, however, may in the short run 
retard the rate of expansion in employment and production.‘ 

It is important that the character of the restraints be such as not to 
impair our ability or incentives for adding to our stock of resources 
over the long run. 

6. On the basis of present prospects for the Nation’s economy in 
1957, the committee believes that restraints upon total demand should 
be maintained. We therefore endorse the President’s recommenda- 
tion that tax rates be continued at their present levels. The hoped- 
for budget surplus, in fact, is based on extension of these rates. Such 
a surplus, if achieved, will contribute modestly to controlling inflation. 
General tax reduction at this time would impose excessive burdens on 


‘Chairman PATMAN. I would emphasize programs for economic expansion rather than restraints as a 
curb on inflation. 

5 Representative Curtis. I raise the question whether tax rates in many instances are not beyond the 
point of diminishing returns. Where tax collection is based upon the voluntary cooperation of the citizens, 
as ours presently still is, the continuance of high tax rates over a period of time produces an erosion that 
increases in amount yearly. It is entirely possible that a reduction in many of our tax rates might produce 


increased revenues. The failure of the executive branch to give serious thought to these possibilities is 
quite disturbing to me. 
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monetary controls for curbing inflationary pressures.® If, under the 
present circumstances, substantial reductions in budget expenditures 
can be made, the question of general tax and debt reduction should be 
reopened.’ 

The Congress, however, should not defer tax revision until budgetary 
and economic conditions permit general tax reduction. Improvements 
in the Federal revenue system are always desirable. The report of 
our Subcommittee on Tax Policy pointed out the important effects of 
the Federal tax structure on automatic cushioning of fluctuations in 
levels of economic activity, the efficiency in use of resources, the rela- 
tive flow of consumption and investment expenditures, and the po- 
sition of small and new businesses. 

In the light of recent developments, the committee believes there 
is compelling reason for the tax-writing committees of the Congress 
to develop, during the current session, a program for adjusting the tax 
burdens on new and small businesses. The object of these adjust- 
ments should be to provide greater opportunity for such businesses 
to participate more fully in the general growth and prosperity of the 
economy. Proposals by the President and by the Small Business 
Committees of the House and Senate should be given careful con- 
sideration in the development of this program. Such consideration 
no bear in mind present budgetary requirements. 

The President’s report does not afford an adequate discussion of 
the impact of recent changes i in the Federal tax system on the Nation’s 
economic development. The tax-writing committees of the Congress, 
of course, have primary responsibility for reviewing the effects of tax 
provisions. The President’s economic reports, however, should pro- 
vide data on and appraisal of Federal tax policy as it affects our eco- 
nomic development. For example, the present economic report might 
well have provided information about the effects of the 1954 code pro- 
visions with respect to depreciation and the treatment of dividends 
received by individuals on the amount of private investment and the 
financing methods used during 1955 and 1956. 

8. The Federal Government, in the present circumstances, can 
contribute toward easing the necessity for restraints by exercising the 
utmost economy in its own spending programs. We agree with the 
President’s statement that the Federal Government must provide the 
services which the American people demand of it.’ But the Govern- 
ment can best discharge this obligation by rigorously appraising all 
of its present and proposed expenditures so as to eliminate waste and 
make certain that these expenditures properly reflect the priorities ac- 
corded by the Nation as a whole to various services and functions. 

The committee believes that the Federal Government should exer- 
cise leadership in contributing to economic stability by substantially 
reducing public-works expenditures now. Expenditures which can 
be deferred economically would be better made when inflationary 
pressures lessen. 

6 Representative Curtis. This may be true ifthe term “‘general tax’ reduction is taken to mean the opposite 
of selective tax rate reductions. However, if it is taken also to mean, as I suspect it is intended to mean, any 
sizable group of selective tax rate reductions then I disagree. The ‘‘tight money”’ situation lies in the area 
of investment capital rather than consumer capital and selective tax reductions which might increase the 
amount of investment capital available could ease inflationary pressures rather than “‘impose excessive 
burdens.’’ 

7 Chairman PaTMAN. Present national policies s should give a higher priority to making payments, how- 
ever modest, upon the national debt than to general tax reduction. Feeling as I do that fiscal policy de- 
serves greater emphasis in controlling inf Setionaty forces, I deplore the fact that neither the President’s 
Report nor our committee’s report is specific or articulate in putting forward a concrete program for debt 
wD Representative Curtis. I would add, ‘‘and are proper under our constitutional form of government.” 
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One standard for appraising proposed expenditures is the extent 
to which they eliminate barriers to growth and development in the 


private sectors of the economy. Thus, investment of public funds at 


the present time in a program of assistance for public school construc- 
tion will return substantial dividends. The benefits are improved 
intellectual and cultural standards and, even more directly, greater 
assurance of an adequate supply of the technical competence and skills 
demanded in an economy oriented to rapid technological advances. 
Similarly, Federal funds contributing to a sound program for water 
resource use may significantly enhance prospects for productivity in- 
creases and economies in a wide range of industrial and agricultural 
activities.® 

The costs of these programs must be weighed against their pros- 
pective benefits to determine whether they should be undertaken now 
and at how rapid a rate." Capital programs of Government which do 
not measure up to this ‘‘contribution test” should be screened out of 
the budget. 

Attention should be given to proposals for deferring enactment of 
any single appropriation until consideration has been given to all 
proposed appropriations taken together. This procedure might 
facilitate control over total spending in the light of expected revenues 
and economic conditions. It might also better assure the most effective 
use of the Government’s financial resources in the light of the Nation’s 
priorities among public activities. 

The Subcommittee on Fiscal Policy will consider a study of Federal 
expenditure programs. This study would examine the impact of public 
expenditures in counteracting fluctuations in the level of economic 
activity. It would be concerned with standards for public expenditures 
to promote overall economic growth in the long run. The subcom- 
mittee will also pursue the committee’s interest in the broad aspects 
of Federal tax policy as it affects economic growth and stability. 

9. The long-range implications of rapid population growth focus 
attention on the financial capacity of State and local governments to 
meet expanding demands for public services. The Federal Govern- 
ment may at times have to assume a larger than traditional role if 
these demands are to be fullyand promptly met." For the long run, 
however, we ought to look for ways in which the present financial 
limitations of State and local governments may be overcome without 
an ever-increasing recourse to Federal aid. 

As the President's report points out, the States and localities can 
do much to improve their financial systems and adapt them to the 

* Senator WATKINS. I am glad to see the committee recognize that water-resource developments are 
superior in rank among necessary Federal expenditures during periods of full employment and upward 
price level movements because they significantly enhance prospects for increased productivity. This can 
be well substantiated by « discussion of the economic significance of projects of that type. An extremely 
fine example is provided in the Colorado River storage project, a comprehensive development in a four- 
state, semiarid region larger than New England. It was authorized by the 84th Congress and construction 
is just getting underway. I shaJl discuss in my supplemental views the economies of sound water-resource 
development, not only because of its pertinence in view of the committee’s comments, but also because 
much unsound and irresponsible criticism has been directed against water-resource development in recent 
months. 

1 Senator FLANDERS. The accumulating load of Colorado River development, seaway and power con- 
struction, Niagara Power, the public housing program, military construction, financing of public buildings, 
and the great new highway program is putting heavy burdens on the supply of personnel, equipment and 
materials for construction. Unless we cut down our program inflation here is inevitable. 

ll Representative Curtis. The Federal Government, through the imposition of the tax of inflation to 
finance W orld War II, has contributed a great deal to the financial incapacity of State and local governments 
to meet the demands placed upon them. The Federal Government would perform its best service if it 
would devote its efforts to preserving the stability of the dollar and in other ways leave alone the revenue 
sources available to the States and local governments. Instead of enlarging the Federal Government's role 
it would help immeasurably if its present role could be reduced to its ‘traditional role.”’” The Federal 


Government’s record of spending in the areas of traditional loca! and State matters does not compare favor- 
ably in efficiency with that of the local and State governments. 
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increasing demands placed upon them. In addition, some redistri- 
bution of tax sources among the Federal Government, the States and 
localities may be required. As noted in the report of the Tax Policy 
Subcommittee a year ago, it is important that such shifts do not 
adversely affect the fairness of the combined Federal, State and local 
tax structure, nor its responsiveness to changing economic circum- 
stances. The prospects for steady economic growth are tied not only 
to the total burden of taxes, but to the shape of the tax system itself.” 

10. Hearings held during 1956 by the committee’s Subcommittee 
on Economic Stabilization raised a number of questions with respect 
to the effectiveness of general credit controls in curbing inflation. 
The committee shares the President’s concern over the uneven impact 
of monetary restraints, particularly as they affect schvol construction, 
residential construction, and the growth potentials of new and small 
businesses. The committee therefore urges a careful inquiry into the 
operation of the Nation’s credit mechanisms and the institutional 
factors which determine the effectiveness of credit control. This 
study should give particular emphasis to the incidence of general 
credit controls and the manner in which the impact and burden of 
restraints may affect the attainment of continuing social and economic 
objectives, such as rising standards of educational and public health 
services and the encouragement of a vigorous and expanding smal! 
business population.” 

Pioneer studies by our subcommittees in 1949-50 and 1951-52 con- 
tributed to widespread appreciation of the usefulness and limitations 
of monetary controls. The study which we now suggest should provide 
welcome and needed extension of our understanding in this important 
eer of public policy. 

We have given some study to the President’s recommendation 
ee ‘leaders of business and labor assume greater responsibility in 
price policies and wage agreements for maintaining a stable dollar. 
This recommendation is in keeping with the declaration of policy of 
the Employment Act, which calls for cooperation of all public and pri- 
vate groups in seeking to achieve the objectives of the act. 

The President’s recommendation stems from the caution expressed 
in the Economic Report that exclusive reliance on monetary and fiscal 
restraints to prevent rising prices raises serious obstacles to economic 
growth and stability. The testimony of several witnesses, including 
that of the Chairman of the Federal Reserve Board, however, ques- 
tions this assumption. 

It was pointed out during the hearings that this recommendation 
might frequently conflict with business and labor policies for obtaining 

2 Senator WatTxrns. It is not just long-range implications of rapid population growth which place strain 
upon the financial capacity of State and local governments. Continuing assumption by the Federal Gov- 
ernment of traditional local functions and corresponding shrinkage of local tax bases also impose difficulties 
upon State and local governments. Reduction and/or limitation of Federal activities in areas of traditional 
local responsibility are essential to the growth of responsible and effective local government. Such a re- 


distribution of function should serve to reduce Federal revenue requirements and correspondingly increase 
the financial capacity of State and local governments. 


i} Chairman PatMaN. The concern which the committee report expresses over the uneven impact of 
present monetary restraints is certainly well taken. I would go even further. My impression is that we 
are today giving an exaggerated importance to monetary and credit powers of the Federal Reserve as 
instruments which can guarantee us stability and growth. Restrictive monetary policy, which makes for 
higher interest rates and adds to costs throughout the economy, carries with it a real risk of instability and 
stunted growthin the longrun. The past year has, moreover, demonstrated its ineffectiveness in dampen- 
ing a boom in plant and equipment expenditures. It has meanwhile proven all too effective in making 
credit unduly scarce and costly to smal] businesses, in curtailing efforts to improve the Nation’s housing 
and to provide desperately needed public services, of which schools are pethiens the most conspicuous 


example. In short,.the emphasis of recent years on monetary poy as &@ prime instrument in assuring 
stability gives danger of falling into an easy pattern of making 
manent habit in the United States. 


1igh interest rates and tight credit a per- 
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the greatest gains from the use of available resources, the impetus 
upon which the successful operation of a free-enterprise economy 
depends. In addition, it was suggested that carrying out this recom- 
mendation this year would involve widespread revision of existing 
wage contracts. 

Numerous witnesses during the hearings referred to the most serious 
limitation on this proposal—the omission of workable machinery and 
standards which business and labor leaders might effectively use in 
accepting responsibility for maintaining a stable price level. We call 
to the President’s attention the need for implementing this. proposal 
if it is to be effective. 

Exploratory study of this problem by the committee and staff dur- 
ing the past year suggests that carrying out the President’s proposal 
will require, at a minimum, up-to-date and integrated statistics which 
show relationships among productivity, prices, wages, profits and 
other incomes. This involves bringing together data already avail- 
able in or obtainable by Federal agencies. The executive branch 
should make these data, with interpretive analyses bearing directly 
on the problem of price stability, available as soon as possible. The 
committee considers the problem of achieving and maintaining price 
stability one of the most urgent facing the country in both the short 
and Jong run. It will follow developments in this area very closely 
during the coming months. 

12. The committee endorses the President’s recommendations for 
strengthening Federal antitrust policy and urges even more vigorous 
action, based on the studies and recommendations of committees of 
Congress, to meet the Employment Act’s objectives in this area. 

The problems of small and new businesses in securing necessary 
financial resources have been intensified in recent months by limited 
availability of credit. The Small Business Administration and the 
Federal Reserve banks (acting under the authority of sec. 13b of 
the Federal Reserve Act) should keep in mind that these authorities 
were enacted by the Congress for the express purpose of assuring 
small businesses, at all times, a fair share of the limited supply of 
funds available for investment. 

13. The committee, like everyone else, welcomes the modest im- 
provements in the agricultural sector of the economy in 1956. We 
agree, however, with the statement in the President’s report ‘‘that full 
agricultural adjustment to peacetime conditions has not yet been 
accomplished.” The committee hopes that full adjustment will soon 
be achieved. Additional legislation may be necessary.'*” 

A subcommittee will be established to conduct an inquiry into 
current and prospective trends in agriculture, and the factors respon- 
sible for them, particularly as they bear on the growth and stability 
prospects for the economy as a whole. Among such items are popu- 

1s Senator WaTKINS. The President’s recommendation does not so much raise important questions with 
respect to the operation and effectiveness of the free-enterprise economy as it does to raise questions with 
respect to severe institutional interferences with the market mechanism which perhaps otherwise could 
more efficiently determine prices, incomes, and resource allocation. Implied rather is the need perhaps 
for more vigorous enforcement of the antitrust laws and other antimonopolvy restraints which might better 
serve to produce prices, incomes, and resource allocations which a freer market mechanism would produce, 
if permitted to operate freely. 

18 Senator DovuGLaAs. See my supplemental views for comment on this point (pp. 15-22). 

6 Chairman PaTMAN. While this language does not necessarily approve or reject present agricultural 
programs, pending the proposed committee study, I for one am certain that major revisions in present 
policies are required. 

7 Senator WaTKINS. Yet to be developed are effective adjustment programs for the producers of non- 
basic commodities such as beef cattle, poultry and eggs, and turkey and dairy products in drought and 
deficit feed producing areas. Present programs compound rather than cure the economic difficulties such 
producers face. It is to be hoped that the new subcommittee on agricultural policy will pay particular 


attention to the economic problem which price and income support programs on the so-called basic com- 
modities have created or aggravated for farmers in areas where such crops do not dominate agriculture. 
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lation and industry movements into and from farm areas, pro- 
ductivity and costs of farm operation, and present and prospective 
levels and composition of demand for farm products. 

Studies made earlier by our Subcommittee on Low-Income Families 
have already called attention to the special problems and underem- 
ployment among low-income families in the agricultural sector of the 
economy. These studies contributed materially to the setting up of 
the present rural development program. Additional efforts to cope 
with these problems are included in a number of current legislative 
proposals. ‘The new Subcommittee on Agricultural Policy will accord- 
ingly concentrate its study on commercial farming operations, i. e., 
on areas represented by the 35 percent of farm operators who produce 
about 85 percent of marketed farm products. 

14. The committee calls attention to the possibility that inter- 
national developments, particularly in the Mideast, may have signifi- 
cant implications for the domestic economy. The Executive Branch 
and the Congress should be alert to such implications in the coming 
months. 

As the committee indicated last year, the struggle against Com- 
munist ideology has become increasingly a test of economic strength. 
The Foreign Economic Policy Subcommittee is completing a study 
of the resources which the Soviet Union and the United States can 
bring to bear in this test. 

However remote prospects may appear to be at the present, the 
state of world affairs which would permit substantial disarmament is 
a major objective of our foreign policy. The broad economic impli- 
cations of disarmament were examined in a staff paper published last 
year (World Economic Growth and Competition, Hearings before the 
Subcommittee on Foreign Economic Policy of the Joint Economic 
Committee, 84th Cong., 2d sess., pp. 163-170). The Foreign Eco- 
nomic Policy Subcommittee will continue its interest in this subject, 
as well as other foreign economic developments which might affect 
achievement of Employment Act objectives. 

15. We believe that housing standards for all of the people must 
keep pace with overall economic growth and that major fluctuations 
in the housing industry may increase the problems of maintaining 
economic stability. Housing starts.in 1956 were 208,000 below 1955. 
The present prospect is a further decline of about 100,000 units in 
1957. In addition, there is reason to believe that private residential 
construction within the means of low- and medium-income families 
declined more rapidly than total home building and will continue to 
doso. These developments raise serious questions about the adequacy 
of current Government programs for promoting improvements in 
housing standards. We urge, therefore, determined efforts by the 
Administration and the Congress to develop better programs for pro- 
moting balanced advances in the Nation’s housing.* 

16. We urge the attention of the Congress to pending comprehen- 
sive measures for Federal aid to economically depressed industrial 
and rural areas, in line with a continuing recommendation of this 
committee. We are pleased to note the President’s concern with 


18 Representatives Curtis and KILRURN. We disagree with the tone and meaning of this paragraph. 
Thought might be given to whether the Federal Government ought not to embark upon a program of get- 
ting out of the housing industry rather than further in it. We are satisfied that an honest economic ap- 
praisal of the overall effects of the Federal Government’s extensive participation in the housing field would 
reveal that this participation has done more harm than good in obtaining cheap and adequate housing for 
our people. 
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depressed industrial areas, but we urge equal attention to depressed 
rural areas. 

The persistence of 19 major depressed local areas as of January 
1957 is disturbing in an economy operating overall at high employment 
levels. We therefore emphasize our broad recommendations of prior 
years for effective programs to reduce the relative immobility of 
capital and labor resources which is basically responsible for pockets 
of persistent underemployment.’® 

17. We are pleased to note in the President’s budget, again this 
year, recognition of the importance of additional economic statistics. 
We urge the Congress to give strong support to the budget proposals 
for funds to improve our sources of economic intelligence. The 
President’s Economic Report clearly shows the dependence of the 
Federal Government upon these data in carrying forward the objec- 
tives of the Employment Act. The importance of reliable data as a 
basis for plans in the private sectors of the economy is evidenced by 
the organization during the past year of a Federal Statistics Users’ 
Conference. Substantial efforts, therefore, should be made to close 
the present serious gaps in our inventory of economic statistics. 

The committee’s Subcommittee on Economic Statistics is directed 
to facilitate congressional action to improve Federal statistical pro- 
grams. The subcommittee will pursue such inquiries and take such 
action as it deems appropriate on behalf of the committee. 

The subcommittee is also directed to arrange for the preparation 
and distribution of a 1957 issue of the Historical and Descriptive 
Supplement to Economic Indicators. 

18. Committee budget—The legislative budget for fiscal year 1958 
includes a figure of $143,360 for the Joint Economic Committee. This 
amount is approximately $13,000 less than the sum authorized for the 
committee by the Employment Act of 1946, as amended. It is not 
now anticipated that the studies planned for fiscal year 1958 will 
require any additioaal personnel; hence the committee is requesting 
the same appropriation that it has in fiscal 1957. The figure of 
$143,360, however, represents a minimum, and the committee here- 
with authorizes and instructs the Chairman and the Vice Chairman to 
advise the appropriations committees accordingly. 


ComMMITTEE ACTIVITIES OF THE PAstT YEAR 


The Joint Economic Committee is directed by the law creating it 
(Public Law 304, 79th Cong.) to report to the Congress on the main 
recommendations of the President’s Economic Report and to make a 
“continuing study” of the economy. During the period January- 
March of 1956 the committee held hearings and prepared its report 
on the 1956 Economic Report of the President. In its report on the 
1955 Economic Report of the President the committee directed five 
subcommittees to study several specific areas. These subcommittees 
were continued by the committee in 1956 and additional assignments 
were made to them. The work of the committee and its subcom- 
mittees during the past year is summarized below. 





'? Representative Curtis. The thoughts in paragraphs 1 and 2 are inconsistent. Most of the recom- 
mendations and all of the Federal programs actually put into effect to alleviate the problems in depressed 
industrial and rural areas tend to increase the immobility of labor and capital. This entire matter should be 
given real study, but not with any preconceived notion that what is required is action by the Federal Gov- 
ernment. It may be that the studies will indicate certain things that the Federal Government ean do to 
help. However, they might also indicate that the Federal Government doing anything might contribute 
to enlarging rather than minimizing these economic problems. 
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President’s 1956 Economic Report 


Hearings on the January 1956 Economic Report of the President 
provided an opportunity (1) for the Executive Branch to indicate the 
economic assumptions and reasoning underlying the President’s eco- 
nomic program and to justify major economic recommendations; 
(2) for a limited number of outside experts to set forth their views on 
the President’s economic analysis and program; (3) for the economic 
interest and research groups to submit their views. The committee’s 
report on the President’s report was transmitted to the Congress on 
March 1, the statutory deadline. The report included supplemental 
and minority views of committee members, and materials on the 
economic outlook for 1956 prepared by the committee staff. (S. Rept. 
No. 1606, 84th Cong., 2d sess.) 

Subcommittee on Foreign Economic Policy 

The Subcommittee on Foreign Economic Policy was composed of 
Representative Richard Bolling, chairman; Senator Paul H. Douglas, 
Senator J. W. Fulbright, Senator Ralph E. Flanders, and Representa- 
tive Henry O. Talle. 

In accordance with the instructions of the full committee (S. Rept. 
No. 1606, 84th Cong., 2d sess., p. 8) the subcommittee undertook two 
studies following up its ceneral review of foreign economic policy 
principles in 1955. It developed more completely the relationships 
of foreign trade policy to national defense operation in a series of public 
hearings June 4 to 7, 1956. The subcommittee report on Defense 
Essentiality and Foreign Economic Policy with additional views of 
other members of the committee was released in July 1956 as Senate 
Report No. 2629, parts 1 and 2, 84th Congress, 2d session. 

As its second study the subcommittee undertook a fresh look at. com- 
parative economic growth in various parts of the world. Hearings 
which were held December 10 to 14 on World Economic Growth and 
Competition, brought together in three panel discussions groups of 
highly qualified persons to discuss worldwide economic conditions and 
international rivalries. These he: arings are to be followed by publica- 
tion of a staff study which compares economic strength and growth 
trends in ee Soviet U nion with those in the U nited States. Materials 
prepared by the staff durin g 1956 on the Economic Consequences of 


Disarmament have been included in the hearings on World Economic 
Growth and Competition, pages 163-170. 


Subcommittee on Economic Stabilization 


The Subcommittee on Economic Stabilization was composed of 
Representative Wright Patman, chairman; Senator Joseph C. 
O’Mahoney, Senator Arthur V. Watkins, Representative Augustine 
B. Kelley, and Representative Jesse P. Wolcott. 

The subcommittee, within the framework of its general responsi- 
bilities, conducted three hearings during the year. On June 12 a hear- 
ing was held on Conflicting Official Views on Monetary Policy: April 
1956, at which the Secretary of the Treasury and the Chairman of 
the Board of Governors of the Federal Reserve System were asked 
to clarify the public record as to the consultations and differences of 
opinion in regard to the Federal Reserve action of April 13, 1956. 

Additional hearings on Monetary Policy, 1955-56, were held on 
December 10 and 11. The first day was devoted to presentations 


by representatives of business and local government on the relation- 
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ship of current monetary policies to. the. promotion of economic 
stability and growth. On the second day, these matters were dis- 
cussed ‘with the Chairman of the Board of Governors of the Federal 
Reserve System, the Vice Chairman of the Federal Open Market 
Committee and members of the Federal Open Market Committee. 

The subcommittee continued its studies of automation begun in 
1955 in hearings on Instrumentation and Automation, December 
12 to 14, when businessmen and technical experts discussed the signifi- 
cance of these developments to the economy. 

No reports were prepared on these individual hearings since it was 
the feeling of the subcommittee that the proceedings would be given 
consideration by the Joint Economic Committee in connection with 
its March 1 report. 

Subcommittee on Low-Income Families 


The Subcommittee on Low-Income Families was composed of 
Senator John Sparkman, chairman; Senator Ralph E. Flanders, and 
Representative Augustine B. Kelley. 

During the second half of the 84th Congress individual members 
of the subcommittee participated in legislative discussions relating to 
problems of low income and distressed economic areas as various 
recommendations from the subcommittee’s previous studies were 
incorporated in specific legislative proposals, 

Subcommittee on Tax Policy 

The Subcommittee on Tax Policy was composed of Representative 
Wilbur D. Miils, chairman; Senator Paul H. Douglas, Senator Joseph 
C. O'Mahoney, Senator Barry Goldwater, and Representative Thomas 
B. Curtis. 

The subcommittee did not undertake any special studies during 
1956 but individual members of the subcommittee presented the 
results of its previous studies in connection with legislative proposals 
and public discussions. 

The subcommittee authorized a staff study of the taxation of per- 
sonal holding companies. This study is being made, at no cost to 
the committee, by Prof. James K. Hall, department of economics, 
University of Washington, who was given sabbatical leave for this 
purpose. 

A memorandum on “Implications of recent expansion of special 
amortization program,’ which was prepared for committee use by the 
staff, was made available for limited public distribution in mimeo- 
graphed form on June 1, 1956, and was incorporated in the Com- 
mittee Hearings on the 1957 Eeonomic Report of the President (pp. 
768-780). 


Subcommittee on Economic Statistics 


The Subcommittee on Economic Statistics was composed of Repre- 
sentative Richard Bolling, chairman; Senator John Sparkman, and 
Representative Henry O. Taile. 

The subcommittee reviewed and made available for distribution a 
report submitted by the Office of Statistical Standards of the Bureau 
of the Budget dealing with the budgets for statistics and the progress 
made in implementing the recommendations of the five Federal 
Reserve consultant committees which were created at the request of 
the subcommittee in 1955. In accordance with instructions of the 
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full committee (S. Rept. No. 1606, 84th Cong., 2d sess., p. 11) the 
subcommittee, through correspondence and personal consultation 
with members of the appropriations committees in the House and 
the Senate, attempted to assist in obtaining favorable action on the 
1957 budget for economic statistics. On August 7, the chairman of 
the subcommittee released a mimeographed statement which sum- 
marized the status of the final appropriations for the Federal Govern- 
ment statistical programs. (See pp. 697-702, Joint Economic Com- 
mittee Hearings on the 1957 Economic Report of the President.) 
Other committee activities 

Committee rules first adopted in 1955, after their preparation by a 
special Subcommittee on Rules, were readopted at the beginning of 
the 85th Congress by unanimous action of the full committee. A 
joint committee print is available containing these rules and the 
Employment Act of 1946, as amended, and related laws. 

Public Law No. 591, approved June 18, 1956, amended the Employ- 
ment Act of 1946 by changing the name of the ‘Joint Committee on the 
Economic Report’’ to ‘Joint Economic Committee” and by changing 
the time the President is to submit his economic report to the Con- 
gress to ‘‘not later than January 20 of each year.’’ These amend- 
ments to the Employment Act of 1946 were introduced in the Senate 
by Senators Arthur V. Watkins, Ralph E. Flanders, and Barry Gold- 
water, and in the House by Representative Thomas B. Curtis. 

Senate Joint Resolution 2, approved by the 85th Congress January 
16, 1957, provided: 


That notwithstanding the provisions of section 3 (a) of the 
Employment Act of 1946, as amended [relating to the time 
for filing the economic report of the President], the economic 
report for the first regular session of the Eighty-fifth Con- 
gress sha!l be transmitted not later than January 23, 1957. 


Committee and staff participation in meetings with outside groups.— 
Several members of the committee attended the 45th Annual Con- 
ference of the Interparliamentary Union at Bangkok, Thailand, 
November 15-22. Representative Talle, who was chairman of the 
15-member American delegation, again proposed to the Committee on 
Economic and Financial Matters that an item dealing with the need 
for the examination and improvement of statistics be included on the 
agenda of next year’s general session. His proposal was accepted and 
placed high on the committee’s recommendations. It is hoped that 
the Council of the Interparliamentary Union will include economic 
statistics in the resolutions to be discussed at the annual conference 
in London next fall. 

Two members of the staff participated in international meetings in 
1956. During the period September 17-29 the executive director 
served as Chairman of the United States delegation to the Working 
Party on Economic Development and Planning of the United Nations 
Economic Commission for Asia and the Far East, at Bangkok, Thai- 
land. He served on the Drafting Committee which prepared the final 
report of the Working Party. (See his report to the Secretary of State 
and to the members of the committee, pp. 780-789, Joint Economic 
Committee Hearings on the 1957 Economic Report of the President.) 
On his way to and from Bangkok, the executive director spent several 
days in Russia, the highlight of which was a 3-hour interview with the 
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economists at the Soviet Academy of Sciences. (For a report of this 
interview, see Foreign Economic Policy Subcommittee Hearings on 
World Economic Growth and Competition, pp. 170-175.) The com- 
mittee clerk, who is also the economist for the Subcommittee on 
Economic Statistics, was the American delegate to the Working Group 
on Short-Term Indicators of Economic Changes of the Conference of 
European Statisticians which met May 22-26 in Geneva, Switzerland. 
(See pp. 789-792, Joint Economic Committee Hearings on the 1957 
Economic Report of the President.) 

In addition to conducting formal studies and arranging hearings for 
the committee, the staff participated in discussions of economic prob- 
lems and research techniques with outside groups. The following list 
of meetings illustrates the nature of these activities in which the staff 
took part during 1956: economic workshops and conferences at Har- 
vard and Stanford Universities, New Jersey State Teachers Col- 
lege, Goucher College, Dartmouth College, and the Universities of 
Michigan, Pennsylvania, and West Virginia; school of banking con- 
ducted by the University of Wisconsin; investment banking seminar 
conducted by the University of Pennsylvania; the annual convention 
of the Association of Tax Administrators; annual sessions of the Na- 
tional Tax Association, National Council of Churches of Christ in 
America, Consumer Finance Association; American Economic Asso- 
ciation, American Statistical Association, The Econometric Society, 
and the National Planning Association; the Midwest Forum; Colum- 
bus Town Meeting; conferences with groups of foreign economists 
brought here under the sponsorship of the State Department and the 
International Cooperation Administration; the annual seminar of the 
Prices and Cost of Living Division of the Bureau of Labor Statistics; 
seminars of the Industrial College of the Armed Forces; meetings of 
the Chicago and Washington chapters of the American Statistical 
Association; meetings of The Brookings Institution, New York 
Economists Council, and the Chamber of Commerce Committee on 
Business Statistics; and other meetings of business groups, civic 
organizations, and university classes. 

Committee study of prices, wages, and profits—In accordance with 
the program outlined in Senate Report No. 1606, 84th Congress, 
2d session, page 13, the committee staff assembled a large amount of 
material on prices, wages, and profits. The staff conferred with many 
technicians within the Government and outside in attempting to 
evaluate the adequacy and limitations of these materials. 

Committee publications.—During 1956 the Joint Economic Com- 
mittee and its subcommittees issued 8 publications after hearing 85 
invited witnesses and panel experts in 25 days. Nearly 65,000 single 
copies of committee publications were distributed to fill individual 
requests. Most of these publications are also available through the 
Superintendent of Documents. During the past year, individual 
sales and quantity orders of committee publications, current and past, 
have exceeded $18,000. This does not include the 6,261 paid sub- 
scriptions for the monthly publication Economic Indicators. 

A checklist of committee publications will be found in the appendix 
of this report, pp. 61-66. 
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SUPPLEMENTAL VIEWS OF SENATOR DOUGLAS 


While in most respects it is possible to agree with the report of the 
committee, it is nonetheless true that substantial unanimity by the 
members of the committee can come about only by couching the 
report in language which is often obscure, or is designed to minimize 
differences, to create ambiguities, or to avoid controversy. 

While unanimity is sometimes important it is also important in a 
political democracy that we should express differences of opinion 
about economic matters which actually exist. Otherwise the public 
remains uninformed, about the issues before the country, party lines 
and party responsibility are obscured, and the political environment 
suffers from the absence of criticism which is necessary in a function- 
ing and vital democracy. 

The limit to criticism is that it should be in good temper, done sin- 
cerely, and void of personal abuse of individuals as opposed to their 
public acts. In this day of ‘‘moderation’”’ and competition for the 
“middle of the road’ such responsible comment, unfortunately, is too 
often confused with irresponsible or destructive criticism. 

Because of the nature of the report, the view that economic issues 
should be pointed up, and the fact that the Eisenhower administra- 
tion has either adopted economic policies which are not in the interest 
of the public as a whole or has failed to act where action was neces- 
sary, the following points in the nature of a supplement to the com- 
mittee report are made. 

I 


(1) While Secretary of the Treasury Humphrey and former Presi- 
dent Herbert Hoover are unduly gloomy and pessimistic over the 
potential “hair curling’ features of the present economic situation, 
there are some factors which bear close attention if we are to keep 
alert and prepared against possible future events. 

The first of these is the fact of inflation. Until recently this has 
been obscured by the general stability of the price level. This 
was a result of compensating and widely divergent movements in 
the indices which made it up. Specifically, the huge increase in 
industrial prices was offset by a marked and disastrous decline in farm 
prices so that the stability m the general price level was more appar- 
ent than real. 

In the last half of 1956 and continuing thus far into 1957, excessive 
demand for industrial products has been openly reflected in an in- 
crease in the general price indices. Therefore, the problem of price 
inflation can no longer be obscured for it is there for all to see. 

The administration’s pointing with pride at the San Francisco 
Convention, and throughout the last campaign that they had stopped 
“runaway inflation’ is now seen to have been a shallow and oppor- 
tunistic claim. 

(2) A year ago the President was sufficiently concerned with the 
growing size of consumer debt to call for a study concerning the possi- 
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ble reimposition of direct controls. In 1955 consumer credit inc reased 
by $6.4 billion but it grew by only about one-half that amount in 
1956 or by $3.2 billion. Although the repayment record has been 
suffici ‘lent to maintain the general quality of the outstanding credit, 
this should not obscure the marked decline in the rate of crowth and 
the possible unstabilizing effect of changes in the rate of expansion 
of consumer credit. The dynamic and resilient nature of our economy 
should not lead us to ignore the strains which can come from these 
rapid shifts in pace. 

(3) ‘We should not ignore the amazing rise in stock market prices 
and the tremors which have followed that rise in recent months, 

(4) Although our measures of industrial productivity leave ‘some- 
thing to be desired, it is distur bing to note, as the President’s Economic 
Report is forced to do, that improvement in productivity in 1956 
appears to have been substantially less than im 1955. Granting the 
deficiency of the data and ‘speaking in broad terms, the materials of 
the staff of the committee indicate that the increase in 1956 employ- 
ment above long-run trends was approximately offset by an output 
per 2 an hour below normal expectations, (See President’s report, 
p: 34, and pp. 57-58 of this report.) | We ean only hope that such a fall- 
ing © off of productivity will not continue and that more people will not be 
required to turn out the same amount of goods and services in the 
future. 

(5) It is necessary to warn against a blind optimism that all of 
our major economic problems have been solved, that ‘built-in’ stabi- 
lizers can “automatically” prevent maladjustments from becoming 
acute, and that cyclical problems are now only historical. 

While it is true that much has been done to offset economic declines 
by way of ee insurance, social security, and fiscal and 
monetary policies properly applied, and while it is also true that the 
size of the defense budget alone -is some hedge against disastrous 
recession, these facts, instruments and institutions are not omnipotent. 
As the economy has expanded and the price level has risen, the failure 
of social security and unemployment compensation payments to keep 
pace with the price level means that their potential countercyclical 
impact in times of recession has become proportionately less year by 
year. 

The Federal budget too, because it is drawn up and items authorized 
from 12 to 18 months before expenditures are actually made, may not 
be flexible enongh to work “automatically.” The overall tax struc- 
ture (Federal, State, and local) may not be as flexible an instrument 
as is sometimes thought. The progressive nature ofthe Federal income 
tax has been roughly offset by numerous loopholes and by the regres- 
sive features of the Federal excise system and of taxes at the State and 
local level. 

Therefore, the blind optimism of a number of experts that we are 
in a “new economic. era,’ the-overtones of which are by no means 
absent from the President's report, must not be allow ed to obscure 
economic facts for blind optimism can be as bad as the blind pessi- 
mism which it often fathers. 

In this respect perhaps an unkind person would see some poetic 
justice in the petulant gloom.and doom of Secretary Humphrey. As 
an articulate and bitter critic of Government spending he has now 
come forth with the largest peacetime budget‘in history. While the 
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administration has often claimed ‘to: have cut Government expendi- 
tures, the truth is that during the last'4 years ’the public debt has 
risen from $266.8 billion on December 31, 1952, to $275.7 billion on 
February 15, 1957, or $8.9 billion above the figure when President 
Eisenhower took office. Expenditures have been from $20 to $25 
billion per year higher than in any year during the Truman admin- 
istration except when the Korean war expenses came due. Even 
when the expenses of that war are counted, the average yearly deficit 
through fiscal 1957 under President Eisenhower and Secretary 
Humphrey has been $200 million per year more than, under President 
Truman whom the Republican orators and their sympathetic press 
labeled a “‘spendthrift.”’ 

Secretary Humphrey, who has often denounced those who warned 
against actual and existing economic facts for ‘destroying confidence’’ 
has now himself made statements concerning the possible effects of 
his own budget and administration policies which his political oppo- 
nents would be ealled “‘prophets of doom and gloom’’ for making. 
And while he has approved this mammoth budget which, in large 
part, is his own responsibility, he has tried to’‘pass the buck to Congress 
to cut it without specifying where it should be eut. Yet, as every 
one knows, one of the most powerfw: arguments for the approval of a 
specific expenditure is the fact that it has been approved in the’budget. 

In this respect neither the bland pronouncements that all was well 
during the 1953-54 recession nor the fears of a “hair curling’ de- 
pression, should prevent the exercise of our eritical functions. ‘Things 
were neither as good as proclaimed in 1953-54 or as bad as the “‘pendu- 
lum swingers” point out in 1957. 

(6) While this is not the place for a thorough analysis of the economy 
we need to cite the weak as well as the strong points in the situation. 
As the latter were so well covered by the President’s report there is no 
need for repetition, but of the former it should be noted that in addition 
to the decline in the rate of growth of consumer credit, the stock mar- 
ket, the farm problem, dechning productivity m 1956, and price 
inflation, that factory construction contract awards in the fourth 
quarter of 1956 were 30 percent. below the corresponding period in 1955; 
that there was sagging employment on a seasonally adjusted basis in 
industries producing consumer goods and housing materials; that the 
number of housing units constructed has sharply declined; and that 
other sectors such as paper board production, machine tool orders, and 
television and appliance sales were lagging. Further, depressed areas 
still exist in the textile, coal mining, ‘and former railroad shop com- 
munities. 

iT 


The previous section dealt with existing facts. In this section we 
shall make a few points coneerning specific policies which have led to 
some of these problems. 

(1) The administration’s farm policies apparently operate on ‘the 
theory that lower prices will bring less production and therefore 
produce fewer surpluses. The facts seem to be in the opposite 
direction. In a number of products—corn, hogs, beef cattle, ‘and 
whole milk, to name a few—production has increased as prices have 
declined or as support prices have been “flexed” downward. 
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Using 1947-49 as 100 for both production and prices for each of the 
following farm products, 1956 production and prices were as follows: 








Product 1956 prices | 1956 produc- 

tion 
Ce 5 hdmi th eid ndaGdernbibeagin aids tedivicn epdegaiiens nwlihie + detuumne 79 114 
Ph in oee tinh css bse. Sodbaed basen aul teasncbhdalidteheesttusewsawtee 66 110 
SRT KSPR TL Ea albeit eh al IA 74 150 
Ne cee ee i coaiedncentain cml abby osama M4 109 


Source: Department of Agriculture. 


When this has happened, the logic has been even more vigorously 
applied so that a cycle has been set up in which price supports are 
lowered, production increases, surpluses expand, prices are lowered 
again, production increases, and sur pluses expand. This is continued 
even though the individual farmer grows more at lower prices in an 
attempt to sustain his gross receipts. The result has been an increase 
in surpluses during the Eisenhower administration of $5.7 billion in 
CCC loans and inventories, an 18 point drop in the parity ratio, a 
15.7 percent decline in income per farm in 1956 prices, and a 19.8 
percent decline in net farm income. The administration is now taking 
bows merely because in 1956 the farm situation did not get worse. 
Nonetheless, the policies have been disastrous to thousands of farmers 
and especially to those on smaller farms or who have attempted to 
begin farming in this period. 

Assertions that the problem was a result of a transition from a 

“wartime” to a “peacetime” condition hardly square with the facts 
that from 1946 through the first half of 1950—peacetime years—the 
parity ratio, farm income, etc., remained high, and that the military 
expenditures in fiscal 1958 and preceding Eisenhower years are con- 
siderably above those in the 1946-50 period, and in fiscal 1958 only 
somewhat short of those at the very height of the Korean war. 

In this field, policies have not only been wrong but disastrous for 
several million Americans. For some reason the administration 
seems completely unwilling to extend to our farm population the 
solicitous attitude it takes when asking for fast tax writeoffs for giant 
corporations, subsidies for the large airlines and shipbuilders, special 
privileges for the users of second and third class mail, dividend tax 
credits for the well to do, and special grants to the privately owned 
utilities in the Tennessee Valley and on the Snake River. 

(2) The rise in industrial prices could have been restrained to a 
considerable degree by vigorous prosecution of the antitrust laws, the 
prevention of the vast number of corporate mergers, and by tax and 
monetary policies which were more equitable in their application. 

(3) The divergent trends in prices in recent years raise serious 
questions as to the ability of restraining credit through monetary 
policies alone. 

Inflation is now a fact. Therefore, there is wisdom and desirability 
in a general monetary policy of restraint. In view of existing condi- 
tions, however, the authorities must be prepared to ease or reverse 
such general policies quickly should the need arise. Some comments 
about past policies and methods do not seem out of place. 

In the early period of the administration, policies were inconsistent. 
There was general and specific price stability from March 1951 through 
the end of 1952 when the Eisenhower administration took over. 
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There was no inflation. Yet, in early 1953 the rediscount rate was 
raised in an effort to tighten the money supply. From December 
1952 to May of 1953 the policies of the monetary authorities reduced 
Reserve Bank credit by some $800 million in order to prick the “bubble 
on the boom.’’ Commercial banks meanwhile reduced their loans and 
investments by $3.5 billions. At the same time Secretary of the 
Treasury Humphrey introduced a policy of higher interest rates for 
Government bonds in order to stop a nonexistent inflationary situation. 

But even while ‘deflationary’ policies were being applied to stop 
this nonexistent inflation, the monetary authorities reduced the 
margin requirements for stock purchases from 75 percent to 50 percent. 
Therefore, an investor with $7,500 to invest could then buy $15,000 
worth of stock, half down and half on credit, rather than $10,000 or 
three-fourths down and one-fourth on credit. 

Therefore, at the same time the authorities were fighting a non- 
existent inflation by restricting bank credit and raising interest rates, 
they pursued a policy of easing credit for purposes of stock purchases. 
This policy may not have been entirely to blame for the 1953-54 
recession but it certainly did not help matters, and the divergent 
trends which have, in part, continued to date were set in motion by 
these acts. 

At the moment, inflation is the general problem. Restrictive credit 
policies are in order. But these restrictive policies have fallen un- 
evenly on different sectors of the economy. It was something of a 
shock to be told by the Chairman of the Board of Governors of the 
Federal Reserve System, in a considered answer to questions asked 
by this committee, that ‘we know of no figures that permit a precise 
measure of the relative impact of credit restraints, in particular, on 
different groups of borrowers.” (Hearings, p. 591.) 

Thus, a potent tool is being relied on to stabilize the economy 
while those who are in charge of its use confess little knowledge of 
its impact and the hardships or restraints which may grow out of its 
use. 

In the light of this uncertainty and lack of knowledge, it is all the 
more disturbing that the tendency of the authorities in recent years 
appears to have been to use the specific tools at their disposal in ways 
which have made for discriminations rather than a uniform burden 
upon various parts of the economy. 

The Reserve authorities have at their disposal three major instru- 
ments with which to implement overall policy: (1) changes in member 
bank reserve requirements; (2) open market purchase and sales of 
Government securities; and (3) the fixing of discount rates at which 
member banks may borrow to secure added reserves. 

In June 1954 and again in August 1954, when the Reserve authori- 
ties were trying to arrest a downward trend in economic activity by 
a policy of monetary ease, they elected to reduce member bank reserve 
requirements. Although the System since mid-1955 has actively 
pursued and continues to pursue the opposite policy: of restraint, 
member bank reserve requirements have not been correspondingly 
raised. Although the policy of restraint has not been fully effective 
as judged from price increases in recent months, changes in reserve 
requirements have been passed over and today stand at the same levels 
that were established in mid-1954. 

This means that during the recession banks were encouraged to 
expand their loans, which was quite proper, but that in an inflationary 
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period, banks are allowed to charge a higher interest rate on the same 
amount of credit. In other words, the policies pursued have favored 
banks in both periods. 

As to the second instrument of monetary policy—namely, open 
market operations—reserve bank credit outstanding as of the end of 
1956 was $24.9 billion compared to $24.8 billion at the end of 1955. 
While there were seasonal variations during the year, the facts. are 
that use of this instrument too has been neglected throughout 1956. 
The tightening of. the money market as far as this instrument is con- 
cerned has taken place from the demand side. Reserve authorities, 
while following the policy of overall restraint, have added fr actionally 
to their holdings of Government securities rather than to reduce them 
as would have been dictated had they been willing to use this device 
to further implement their general policy. 

In contrast to this perverse inaction with respect to member bank 
reserves and open market operations, the discount rate has been raised 
6 times in the past 18 months. Defenders of the System will doubt- 
less say that restriction, by whatever means, means higher interest 
rates. But the question certainly needs to be raised as to why the 
System has chosen direct interest-raising manipulation, with its 
direct immediate effect upon the structure of all interest rates, as a 
way of accomplishing results which might equally well have been 
accomplished by other devices. The rise in interest rates induced by 
the upward thrust of discount rates has certainly tended to favor 
bankers and lenders. It tends to have a minimum effect upon large 
corporations which supply large parts of their capital from retained 
earnings and the general capital market, while it bears heavily upon 
the farmer, home buyer, and small businessman, whose costs are 
immediately raised by any increased seale of interest rates. In 
Section III we shall discuss the use of alternative methods to control 
inflation which would produce greater equity among borrowers. 

(4) Given the present prospects for high employment and inflation- 
ary pressures, general tax reduction at this time would impose ex- 
cessive burdens on monetary controls to curb inflationary pressures. 

Thus, while agreeing with the overall objective of maintaining 
levels of current tax ‘‘take,’”’ it is not unfair to point out that this 
administration is prone to look for and defend tax loopholes that a 
previous administration urged should be closed. 

Thus, while this is not the moment for overall tax reduction, there 
is no reason why the tax code should not be revised to plug the loop- 
holes and to give greater equity to various groups in the economy. 
Although there was a revision of the code in 1954, it was slanted, 
largely, in the direction of more and better “investment incentives.” 
The dividend credit and depreciation provisions are cases in point. 

Tax revision could promote both equity and the attainment of a 
fair, flexible, and sound tax system at all levels. 

(5) Because monetary, expenditure, and tax policies are of such 
great importance in the quest for economic stability and growth, 
there is a tendency to overlook the important contribution which 
regulatory functions of Government can and should make to these 
same objectives. 

One can agree wholeheartedly with the statement in the Presi- 
dent’s report: 
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The essential function of Government in this sphere is to 
foster a competitive environment in which all segments of 
business can share fairly in opportunities to realize their po- 
tentialities. 


It is not unfair to ask that these pious words be translated into action 
and to point out the general failure of the independent regulatory 
agencies under the Eisenhower administration. 

The President is right in recommending that the authority of the 
Securities and Exchange Commission should be strengthened, if 
necessary, to prevent developing and remaining abuses in the distri- 
bution and sale of securities. However desirable added authority 
may be the SEC has not been as watchful and effective as it could and 
should be even under present legal authority. ‘‘Soft”’ regulation by 
the various commissions packed, as many of them now are, “with repre- 
sentation from the industries which they seek to regulate, appears to 
be a deliberate policy of the administration. Thus, while proclaim- 
ing “freer trade” the President has packed the Tariff Commission 
with high tariff members. The Eisenhower appointees to the FPC, 
with one possible exception, have been reluctant to enforce the 
statutes under which they exist and have even been advocates of the 
most selfish legislative demands of the industries they control. It is 
in this area that we have seen one of the greatest weaknesses of the 
Eisenhower administration. 

IT] 


While the Congress may review the action of the President, the 
real burden of leadership must, in most areas, fall upon the exee utive 
branch of the Government. Nonethe ‘less, a few specific constructive 
recommendations may not be out of place here even though they do 
not cover the whole gamut of governmental policy or legislative re- 
quirements. 

(1) Economic programs which in recent years have been largely in 
control of the representatives of business and industry need to be 
oriented to place greater emphasis on the interests of the economy 
asa whole. In particular, policies should be geared to a much greater 
extent to the consumer sectors. Agric ultural policy, too, should be 
designed to encourage food consumption in a world which is far from 
well fed, rather than despairingly aimed at production restriction. 
Tax policy likewise should frankly recognize that the ultimate sup- 
port for full employment lies in consumer demand; that undue en- 
couragement of plant expansion may lead to violent fluctuations in 
private investment—one of the most volatile economic components. 

(2) However wise a restrictive monetary policy may be, one need 
not give blind faith to the assumption that public 1 ‘esponsibility ends 
with restricting the overall quantity of credit and that the market 
forces will inevitably ration limited credit in an equitable way. It is 
notorious that manv of our markets are, in fact, far from ‘“‘perfect”’ 
in the sense visualized by abstract theory. They are frequently im- 
perfect because of regional and group differences in relative bargaining 
power, because of institutional factors, and because adjustments take 
varying lengths of time. Therefore there is no reason why Govern- 
ment policy should not be used as a device to influence and aid a 
system of social priorities. Government should not stand by and see 
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limited credit resources diverted to possibly low business and private 
priorities while high social priorities such as schools and slum clearance 
go unsatisfied. High priorities in access to credit ought to be assigned 
to agriculture and especially to the needs of agriculture in drought 
areas. High credit priority ought to be given to the problems of 
distressed areas. The requirements for low and middle, income 
housing should likewise be placed high on the list of items entitled to 
a fair chance to limited credit resources. 

The indifference of the executive branch to the problems of these 
credit priorities is matched only by the lack of leadership in the execu- 
tive branch and the Reserve System itself in making recommenda- 
tions for needed changes in our monetary and financial system. The 
President, in his Economic Report and state of the Union message 
now proposes a thorough study of the nature, performance, and ade- 
quacy of our credit and banking structure. The need, if any, for this 
study arises because the executive branch has not on its own initiative 
from time to time proposed needed legislation, although subcom- 
mittees of this committee and students of banking matters have 
repeatedly suggested revisions in a wide range of matters, such as the 
organization of the Reserve System, the reserve requirements of mem- 
ber banks, etc. If such a study is now to be made it should be done 
by the Congress with a view to legislative proposals, or by the existing 
executive agencies which have the facilities and, over the years, 
should have accumulated experience and understanding of the needs. 

(3) As the accompanying report of this committee points out, the 
daenee for the year ahead is to recognize and adapt ourselves to 
constantly changing conditions and especially the possibilities of 
either misjudging the outlook or that the outlook may suddenly 
change. The potentialities for introducing needed flexibility into 
Government programs rest in large part in the hands of the executive 
branch. The expenditure program of the Federal Government is, of 
course, an important potential instrument of stabilization policy. 

In this respect the budget is a disappointment, not only because of 
its huge size, but also because at best it is a neutral force in the fight 
on inflation. In times of prosperity and inflation there should be a 
sizable budget surplus which can be used to reduce the debt and thus 
contribute to economic stability. 

At the moment it would seem wise to cut or delay construction of 
at least $2 billion of military and civilian public-works projects. 
There are also many other items in the budget, especially subsidies 
to favored industries, which could and should be reduced. 

At the same time Congress should consider giving specific authority 
to the President to activate public-works programs or to “trigger” 
them into action when or if unemployment or instability threatens. 

In this way the budget could truly become an effective instrument 
of economic stability w vhie h, at the moment, it is not. 


Paut H. Dovua.as. 











SUPPLEMENTAL VIEWS OF SENATOR WATKINS 


In general, | concur in the findings and recommendations of the 
committee report. Nevertheless, the report fails to analyze and 
evaluate adequately the economy’s performance in 1956. 

This basic question, significantly, is left unanswered: Did the 
economy achieve the stated objectives of maximum production, 
employment, and purchasing power contained in the Employment 
Act of 1946? 

Since the committee repert—as did the majority report of last 
year-—fails to perform this necessary function, I agai feel obligated, 
as a member of the Joint Economic Committee, to provide such an 
appraisal in these supplemental views. 

The outlook for 1957, as the committee report indicates, is for 
“further increases in employment, production, and purchasing power,” 
but “with no general easing of pressures toward further cost and 
price increases’ (p. 3). Under the circumstances, the Federal 
Government has not only a responsibility to formulate and carry 
out fiscal and monetary policies which will ease these pressures, but 
also not to make expenditures at a level which will increase such 
pressures. 

On the other hand, increased expenditures for certain types of 
activities can serve, even under the economic conditions described, 
to promote productivity and to lead to economies in a wide range of 
economic activities, so as to relieve the pressure of upward prices 
which always exists in a full employment economy. 

For example, such justifiable expenditures include sound, long-range 
water resource developments, an activity recognized in the committee 
report as essential to increased productivity and economic advance- 
ment in many areas. An outstanding example of this type of develop- 
ment, in my opinion, is the Colorado River storage project, a well- 
planned, comprehensive program to develop the last remaining 
major water supply for a semiarid region larger than New England. 
By comparison with the costs—which are largely reimbursable for 
such multiple-purpose developments—the benefits derived are astro- 
nomical. In addition to water, such projects yield new jobs, new 
communities, new products, new opportunities, and a better life for 
the people of the areas served and for their descendants for generations 
to come. Such benefits are greatest of course in the immediate 
project area served—the area, incidentally, which reimburses the 
Treasury for the capital costs, together with interest on many other 
items—but they have economic impact throughout the Nation because 
of the maintenance or expansion of markets from utilization of a 
renewable resource which has been wasted or used inadequately. 
Because of the unfair and unsound attacks made upon such programs 
in recent months, and in light of the budgetary situation, | deem it 
essential to discuss this matter briefly later in these supplemental 
views. 
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THE ECONOMY IN 1956 


The Employment Act of 1946 indicated that it was a “continuing 
poliey and responsibility of the Federal Government to use all prac- 
ticable means consistent with its needs and obligations,” among 
other things, to “‘promote maximum employment, production, and 
purchasing power’’ (sec. 2, 60 Stat. 23). The President’s Economic 
Report transmitted to the Congress each year contains essentially a 
statement of the plans and policies which the administration believes 
will achieve those stated objectives. 

Although the committee report rather consistently suggests the 
levels of production, employment, and purchasing power needed in the 
coming year to carry out the policies of the Congress stated in section 
2 of the Employment Act so as to maintain a free and expanding econ- 
omy, no attempt is made, other than by general reference, to evaluate 
past performance. This appraisal is provided below: 


Production: GNP 
Referring to the outlook for 1956, the 1956 Economic Report con- 
cluded: 


Taking recent developments all together, it is reasonable 
to expect that hizh levels of production, employment, and 
income will be broadly sustained during the coming year, and 
that underlying conditions will remain favorable to further 
economic growth (p. 49). 


That these levels were “broadly sustained” indeed, is recognized 
by the committee finding that “the American economy in 1956 
reached record heights with respect to employment, production and 
purchasing power [italics supplied} (p. 2). Not only did they reach 
optimum levels, but they did so to an extent which is consistent with 
the attainment of Employment Act objectives of maximum produc- 
tion, employment and purchasing power, measured in real terms. 

A year ago, the committee staff report indicated that the assump- 
tions underlying the President’s Economic Report and the budget 
implied a gross national product of about $400 billion for 1956. Two 
adjustments must be made to make this projection comparable to the 
actual gross national product figure for 1956: 

1. It must be raised by $3.7 billion to compensate for revisions 
in the benchmark data from which the projection of $400 billion 
was made a year ago. 

2. It must be increased by $9.3 billion to allow for price 
increases which accrued during 1956. 

As the staff report points out: 


The preliminary figure for 1956 presented in the January 
1957 Economic Report is $412.4 billion. This is $0.6 billion, 
or less than 0.2 percent, below the GNP assumption of a 
vear ago, when adjusted as indicated for revisions in data 
and rises in prices., The staff considers this difference to be 
negligible, since itis for smaller than the possible future re- 
visions of the preliminary data for 1956 now available (p. 
59). 


This 1956 gross national product of $412.4 billion represents a 


growth of 2.7 percent in real terms of goods and services produced 
over 1955. Since expansion at this rate approximates the average 
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of past years not marked by wars or severe recessions, it is evident 
that the rate of growth was sufficient to meet the stated Employment 
Act objectives of maximum production, employment, and purchasing 
power. 

When it is considered that in 1955 the economy achieved a 7.2 per- 
cent increase in real output, a rate of expansion of 2.7 in the same terms 
above that record level is itself quite phenomenal. ‘The year 1956, as 
the majority report of last year indicated, faced the challenge “of 
adjusting to a more sustainable pattern of balanced growth—of 
adjusting to a rate consistent with rising productivity and growth in 
the labor force, avoiding the excesses of inflation and rising prices on 
the one hand, or renewed recession and rising unemployment on the 
other” (p. 2). Although moderate price increases were sustained, 
neither “excesses of inflation” were experienced, nor were “recession 
and rising unemployment” even remotely in view. Clearly, the 
economy met the challenge. 

Em ployment 

Total civilian employment in 1956 averaged 65 million persons. 
No one disputes that 1956 is the only year in history in which average 
employment reached this level. As the President’s 1957 Economic 
Report put it: 


The expansion of overall business activity in 1956 created 
ample job opportunities in most occupations, and incomes 
rose for all major groups. .. . Sizable employment gains were 
made in trade, construction, finance and other services, pub- 
lic utilities, and State and local governments (p. 26). 


There was a net gain of 1.8 million persons in civilian employment 
during 1956. This was achieved through a reduction in unem- 
ployment of 100,000 persons for the year, and an increase of 
1.7 million new entrants into the civilian labor force. The staff report 
clearly indicates that “employment exceeded the assumed long-term 
trend” (p. 57), as the civilian labor foree increased by 1 million persons 
over its projected increase of 700,000 persons made a year ago (1956 
committee report, p. 86). 

Although several so-called “hard-core” areas of unemployment 
existed in 1956, it nevertheless is significant to note that “the average 
duration of unemployment was shorter than in 1955, and unemploy- 
ment for men with family responsibilities was low” (1957 Economic 
Report, p. 28). Substantial progress was made in 1956 toward 
relieving the distress caused by prolonged unemployment. 

For the economy as a whole, unemployment at 3.8 percent of the 
civilian labor force was less than the committee staff projection of 
4.0 percent, which the staff seems to accept as being normal in years 
not marked by war or severe recessions. Although other economists 
believe this figure of 4 percent to be too low to reflect needed mobility 
in an expanding and dynamic economy, the fact that unemployment 
actually was below the level projected as normal, and, therefore, 
implied as consistent with Employment Act objectives, it is evident 
that the objective of maintaining maximum employment consistent 
with potential economic growth was achieved in 1956. 
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Purchasing power 

One of the objectives of the Employment Act of 1946 is the promo- 
tion of a level of maximum purchasing power so as to maintain a 
sustainable increase in productivity and maximum possible employ- 
ment, which is consistent with balanced economic growth. The 


Chairman of the Council of Economic Advisers in his testiniolly 
interpreted the term: 


as meaning the amount of funds becoming available to indi- 
viduals for expenditure. That is personal income. Or you 
can interpret it perhaps as the amount of money which 
individuals are expending (Hearings, p. 23). 


Simply phrased, ‘‘disposable personal income”’ is that income individ- 
uals receive, after taxes, which they can either spend or save. 

Disposable personal income was maintained at a high level during 
1956. Resulting consumer expenditures set a new spending record 
of $265.7 billion. As the President’s 1957 Economic Report points 
out: 


Consumer expenditures on all goods and services con- 
tinued to rise. But the gains were not as large as during 
1955, reflecting a smaller increase in incomes and a greater 
volume of savings. A larger amount of tax payments 
further limited the gain in personal disposable income * * *. 
Personal savings Sieaidubated at an annual rate of $22 
billion in the final quarter of 1956, compared with less than 
$19 billion in the same period of 1955. Nonetheless, con- 
sumers in the final quarter of the year bought nondurable 
goods at an annual rate more than $6 billion higher than a 
year earlier, and added at a similar rate to their spending 
on services (p. 24). 


The level of disposable personal income is one of the best indicators 
of economic activity. Important also is the rate of accumulation, 
since it serves to indicate the direction of movement the economy is 
taking, i. e., expansion, contraction, etc. 

In 1956, total disposable personal income rose by $16.1 billion in 
terms of current prices. At $286.7 billion, this represented a 5.9 per- 
cent increase over 1955. Measured in terms of constant 1956 prices, 
disposable personal income increased by $12 billion or 4.4 percent 
over the $274.7 billion income earners received in 1955. 

This increase was $11.4 billion in excess of the $275.3 billion in 
disposable personal income, which the committee staff projected a 
year ago would be necessary if the ‘‘purchasing power” objective of 
the Employment Act of 1946 were to be achieved. This rate of growth 
of 4.4 percent, measured in constant prices, certainly compares well 
with the 2.7 percent increase in real overall production for 1956. 
Without doubt this rate of growth in disposable personal income is 
at least equal to and/or consistent with the average long-run trend of 
past years, which saw normal economic activity distorted by wars or 
recessions. 


Conclusion 

Very clearly, the American economy achieved the Employment Act 
objectives of “maximum employment, production, and purchasing 
Price increases which averaged 


power, when measured in real terms.”’ 
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2.7 percent for the year, even though the rate of increase gained 
momentum during the latter part of the year, did not prevent the i | 
achievement of Employment Act objectives. f 

Some members of the committee have questioned whether it is 
possible to have price stability and at the same time achieve the 
stated Employment Act objectives of “maximum production, employ- 
ment, and purchasing power.”’ Of course, if price stability means 
static prices, obviously this is not possible, "for the economy is beset 
with constantly changing prices, moving both upward and downward. 
However, if economic activity for a stated period of time is measured in 
terms of constant prices—average prices for the period, and, therefore, 
“stable prices’’—as the committee staff measures it each year, then 
the “stated objectives” and price stability may both be compatible 
and capable of realization. Achievement of both objectives requires 
that the rate of increase in the price level not be excessive as reflected 
in the magnitude of the constant or average prices prevailing for the 
period. If excessive, comparison of the actual with projected levels of 


production, employment, and purchasing power needed to approxi- ic 
mate the average rate of growth for years not marked by wars or 
recessions, will “reveal that the actual failed to approximate the Ing 
projected ‘levels, and thus that price instability prevailed during the a 
period. As indicated by previous analysis, it is evident that the ’ 
economy achieved both price stability, as defined above, and levels 
of production, employment, and purchasing power necessary to ‘i 
achieve the stated objectives of the Employment Act. Te 

Conceived in such terms, ‘‘price stability” implies moderate fluctua- } 
tions. As Chairman Patman put it during the hearings, in consider- 


: five 
ing whether price level fluctuations represent instability, one must 
“make a distinction between a necessary expansion and inflation” 
(Hearings, p.19). Fluctuations which at one point of time or phase 
of the business cycle, may appear to be incompatible with the stated 
Employment Act objec tives, may, at another point of time or phase 
of the business cycle, be essential in order to obtain those objectives. 
Prof. Lester V. Chandler made this point very clear during the 
hearings with the observation that— 


ltd 






If you take the 1939 situation, for example, where you have 
widespread unemployment and unused resources, it may well 
be that some rise of prices is an absolute necessity if you are 
going to get full employment. But if you take the situation 
in which unemployment is already at the minimum, and you 
are running the economy at practically full speed, it does not 
follow that you are going to get the same kind of increase in 
output (Hearings, p. 516). 
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If moderate in nature, depending upon the circumstances, price 
fluctuations seem not inconsistent but identifiable with price stability. 

Admittedly, we cannot afford to minimize the hazards implicit in 
the inflationary trend of the past year, as we appraise the economy 
in 1957 and consider appropriate fiscal and monetary policies. On 
this point the committee is very explicit: 


Developments in 1956 and current prospects for 1957 bring 
into focus the problem of maintaining stability of the general 
level of prices during periods of full employment. To curb 
general price increases, the rate of expansion of total spending 
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must be held down to the rate of increase in real output. 
Otherwise, intensive bidding for resources and goods will 
drive up cost and price structures throughout the economy 
(p. 3). 
The year began with inflationary pressures present; it ended with 
such pressures dominating economic activity. Government, business, 
and labor face a major challenge in checking the general price level 
which did move up sharply in 1956. 


WATER RESOURCE DEVELOPMENT 


Water resource development has become the most important single 
need in economic expansion and industrial production in most parts 
of the country. This is borne out by the evidence from the Nation’s 
foremost authorities. 

The President’s Cabinet-Level Advisory Committee on Water 
Resources Policy made this evaluation in 1955: 


Water is more than a national resource—it is a necessity 
of life. 

Here in the United States, blessed with a continent of 
virgin soil, we lived more than 200 years before the water 
problem became generally acute. 

But the uses we make of water in modern society are so 
tremendous that they stagger the imagination. 

The coming of our industrial era, the raising of our living 
standards, and the increased application of water to land 
have now highlighted the problem until in much of the 
Nation there is grave and increasing concern over water 
resources. 

Shortages of water for domestic and agricultural use are 
frequent. Industry is finding it increasingly difficult to 
locate adequate water supplies. 

Many streams and rivers are seriously polluted. Con- 
currently, tremendous losses in water are being experienced 
through wasteful practices and failure properly to conserve 
supplies. 

Lack of adequate planning threatens to impose a water 
searcity which can become a limiting factor on the growth 
of some of our cities, while at the same time flood damage 
in many areas continues to be great. 


In appointing the Committee, President Eisenhower stated the 
same thing, more succinctly, as follows: 


The conservation and use which we make of the water re- 
sources of our Nation may in large measure determine our 
future progress and the standards of living of our citizens. 

If we are to continue to advance agriculturally and indus- 
trially, we must make the best use of every drop of water 
which falls on our soil, or which can be extracted from the 
oceans. 


An earlier analysis, by the Engineers Joint Council Panel on Na- 


tional Water Policy in 1951, ‘Principles of a Sound National Water 
Policy” (p. 1), stated: 
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The conservation, development, use and control of our 
water resources are recognized as a primary element of our 
national economy. 


Recognition of the key economic role water resource development 
plays came many years ago in the semiarid and arid West, where, 
from the days of colonization, water supply has been the major limit- 
ing factor in western growth and economic as 

The contributions of water resource development to the growth 
of the West were recognized by the following statement in the 1955 
Hoover Commission report on Water Resources and Power (vol. I, 
p. 44): 


The justification for Federal interest in irrigation is not 
solely to provide land for farmers or to increase food supply. 
These new farm areas inevitably create villages and towns 
whose populations thrive from furnishing supplies to the 
farmer, marketing his crops, and from the industries which 
grow up around these areas. The economy of seven im- 
portant cities of the West had its base in irrigation—Denver, 
Salt Lake City, Phoenix, Spokane, Boise, EK] Paso, Fresno, 
and Yakima. Indeed these new centers of productivity send 
waves of economic improvement to the far borders, like a pebble 
thrown into a pond. Through irrigation, man has been able to 
build a stable civilization in an area that might otherwise 
have been open only to intermittent exploitation. [Em- 
phasis added.] 


A similar conclusion was reached in volume II of the Task Force 
Report on Water Resources and Power, produced also by the Com- 
mission on Organization of the Executive Branch of the Government 
(vol. II, p. 604): 


The task group considers there is a Federal interest in the 
development of technically and economically sound irriga- 
tion developments. This interest lies in the opportunity Yor 
the creation of new basic enterprises, new communities, new 
homes, and the stabilizing of the agricultural economy over 
a large surrounding area. No other form of basic resource 
development, which the Federal Government has helped and 
encouraged over 130 years, furnishes as attractive an invest- 
ment or provides so great a return in western regional 
development. 


The fact that water resource development is of serious concern out- 
side the semiarid West is stressed by Maj. Gen. Emerson C. Itschner, 
Chief of Engineers, United States Army. In an address before the 
American Society of Civil Engineers in Pittsburgh, October 16, 1956, 
he made a point, which has been repeated and underscored by him on 
many occasions since: 


In the waterway and hydraulic fields, access to water is 
emerging as the most critical single factor in determining the 
locations of industries. Water is needed for cheap trans- 
ne for use in industrial processes, and for consumption 

y the communities that surround and support industries. 
Today there is hardly a section of the Nation where the 
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water supply needed for future growth is not a serious 
problem. It is one that generally must be solved by engi- 
neering works of increasing complexity. .For example, here 
in the Ohio Basin the corps is working on a comprehensive, 
integrated water-resources plan devised only 20 years ago. 
It is considerably less than half finished. Yet so many and 
great are the changes that have occurred in the valley during 
those 20 years that we are now engaged on a review survey 
to determine whether the plan may have to be substantially 
modified to best provide for increasing needs and demands 
of the area * * *. Water resource development may lack 
glamor in comparison with some of the other fields of engi- 
neering, yet none is more basically important. 


In a speech before the National Rivers and Harbors Congress on 
May 11, 1956, Senator Stuart Symington made this prediction: 


In all probability within 20 years water will be the most 
critical scarcity of all our national resources. 

According to the Hoover Commission, in 1975 water con- 
sumption will be 1% times greater than it was in 1950, but 
in 1950 we were already suffering serious water shortages in 
many areas, a trend that is increasing each year. 


The need for long-range planning and construction of water resource 
works is well demonstrated in the evolution of the Colorado River 
storage project, a program to develop water for a four-State (Colorado, 
New Mexico, Utah, Wyoming) semiarid area, 

This comprehensive, basinwide water-development program was 
under planning for a quarter century, financed largely by revenues 
from Hoover Dam power and contributions by the States affected. 
Construction of the initial units of the projects was authorized by the 
84th Congress, and contract awards on two major units are expected 
this year. 

If Paes ieee keep this project moving on schedule, Glen 
Canyon Dam, largest storage unit in the system can be completed in 
from 6 to 8 years. However, it will require another 12 to 15 years 
for the reservoir to be filled from available floodwaters in excess of 
downstream requirements in the three-State lower basin and Mexico. 
Maintenance of an orderly flow of appropriations is essential not only 
to effect. major project economies, but also to insure that the water 
to be developed is available in the resource-rich mountain West to 
permit continued economic development and to permit existing and 
future industries to effect economies of production through access 
to water and hydropower. 

The upper basin of the Colorado River system is rich in natural 
resources. ‘Two hundred fourteen different minerals are found in the 
area, many of them of strategic and economic importance. More 
than four-fifths of the Nation’s uranium, one-third of our copper, and 
large quantities of lead, zinc, phosphates, potash, gold, silver, coal, 
gilsonite, gypsum, tungsten, molybdenum, vanadium, oil, natural gas, 
and other minerals are found there. The Nation’s greatest petroleum 
reserves—more than the liquid oil wealth of the Persian Gulf—are 
found in the oil shale deposits of Colorado and Utah. 

Water from the Colorado River storage project will help unlock 
this relatively untapped storehouse of raw materials, and will give 
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that mountain-desert area roughly twice the amount of water it is 
now getting from the Colorado, the area’s last: major source of water. 

Furthermore, 99 percent of the capital costs of this project will be 
repaid by area water and power users. The same consumers also 

ill pay for the operation and maintenance of project facilities inelud- 
ing interest on funds which may have to be borrowed for power:and 
municipal water facilities. Such projects requiring many: years for 
construction and full utilization, are certaimly necessary to aid im 
providing for full:employment for an increasing population in the 

ears to come. 

The fact that such projects produce major economic dividends, 
frequently worth many times the project cost, has been well demon- 
strated in a half century of Federal reclamation activity. Ina special 
report to the Congress in 1955, Commissioner W. A. Dexheimer of the 
United States Bureau of Reclamation reported the 50-year-old 
$3 billion reclamation program had produced these cumulative values: 
Nearly $10 billion worth of crops, nearly $10 billion in income to 
nonfarm urban areas adjacent to reclamation projects, Federal tax 
revenues since 1916 of more than $3 billion, and plant and property 
valued at $2.4 billion. Furthermore, the reclamation reservoirs are 
producing recreational business returns estimated at $33 million an- 
nually, and net power revenues of $34 million annually. Net power 
revenues from these plants during the next 50 years could bring into 
the Treasury an additional $1,692.5fmillion beyond the cumulative 
returns noted. 

Detailed economic analyses have been made on several reclamation 
projects, at the request of the House Interior and Insular Affairs 
Committee. Highlights of some of these reports underscore their 
economic contributions, as follows: 

The irrigated area and towns within the North Platte project in 
western Nebraska support 27 times as many people and provide 40 
times the income of adjacent prairie areas of equivalent size. 

In California’s Central Valley, production directly attributable to 
water delivered from the Federal project was estimated at $154 
million. About $54 million was paid to 7,500 farm workers and to 
50,000 employees in collateral industries. It enabled the purchase 
of $40 million in new and used cars, $10 million in farm implements, 
$25 million in gasoline, $13 million for apparel, and $15 million for 
home furnishings and appliances. And none of these economic con- 
tributions would have been possible without the water development 
provided, without the use of a renewable natural resource that was 
being wasted into the ocean. 

One of the country’s earliest reclamation projects, the Salt River 
os. made possible the growth of an agricultural-industrial economy 
in Maricopa County, Ariz. From a Federal investment of $20 
million in the Salt River project, the Federal Government has realized 
more than $609 million in income and excise taxes since 1934, in 
addition to direct repayment of $11 million of the reclamation invest- 
ment. 

In the Weber Basin of Utah, for another example, annual economic 
benefits of a $70 million project now being completed there are esti- 
mated at $20.5 million. This means that economic returns of the 
project in slightly more than 3 years will match the project cost. 
At present rates of growth, this area may become largely urban and 
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industrialized before reimbursement is completed on this reclamation 
project, which makes such growth possible. 

Such regional dividends from water resource projects are of tre- 
mendous national importance. And this importance is increasing, as 
humid areas learn and apply lessons that have long been apparent in 
the semiarid West. Today the highest proportional increases of 
irrigated land acreage are found in the East and South. Further- 
more, the pressure for long-range water storage planning and regu- 
lation of stream flow is now frequently as heavy in humid parts of 
the East and South as it has been in the West for much of the past 
century. The economic necessity of this all-essential natural resource 
is becoming daily more i throughout the Nation and the 
committee’s recognition of the economic importance of water re- 
source development is to be applauded. 


COMMITTEE STAFF 


Again this year, I wish to thank publicly the committee executive 
director, Grover W. Ensley, the committee clerk, John W. Lehman, 
and staff economist, James W. Knowles, for their assistance and 
cooperation. 


ArtHur V, WATKINS. 
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SUPPLEMENTAL VIEWS OF REPRESENTATIVES CURTIS 
AND KILBURN 


We feel impelled to make an addendum to this report. We cannot 
understand the failure of the President’s Economie Report or of this 
committee’s report to analyze the economic features of the “tight 
money” situation which lies behind the present cost. rise we are 
experiencing and other economic difficulties: alluded to in the two 
reports. Practically every witness who testified on this matter 
before the committee agreed that behind the tight-money situation 
lay the shortage of investment capital for all business, not just small 
business. 

Shortages are created by the play of the forces of supply and 
demand. The shortage of investment ‘capital comes from an in- 
creased demand that is greatly in excess of the increased supply. — .- 

Several factors lie behind the increased demand for capital invest= 
ment. (1) The increasing population. (2) The inereasing pro 
ductivity which requires an increasing amount of capital investment 
in machinery. Estimates were made before our Tax’ Policy Sub- 
committee in its hearings in December 1955 that it required an 
average of $14,000 of capital investment to employ one man in the 
United States today. Undoubtedly that investment figure rises as 
productivity (automation) increases. (3) The inereasing living 
standards of our people (increased supply of consumer dollars). 
(4) The effects of inflation on replacement of capital plant: and 
equipment. Under our tax laws depreciation is limited to the cost 
of the capital item. Most of the United States production plant is 
on the books at the 1940 dollar cost. After 10 years of inflation the 
capital items are being replaced at a growing rate. The replacements 
even for identical items require twice the dollar reserves set aside for 
replacement. So, just to stand still, let alone move ahead, in capital 
plant, we need additional investment dollars. (5) The high level of 
Federal Government’s expenditures. 

Several factors lie behind the lower rate of increase of the investment 
dollars available to meet the higher rate of increase of demand: 
(1) The high rate of Federal taxation which takes away potential 
savings. (2) The emphasis in the Federal tax structure on the 
taxation of the investment dollar as opposed to the consumer dollar. 
(3) The psychology of the people toward saving, as it is affected by 
Government fiscal and expenditure policies. (4) The various chan- 
nels available to the investment dollar as affected by inflation and by 
our Federal tax structure. To illustrate, inflation, as a form of 
taxation, cut into savings channeled into investments with the fixed 
dollar sign such as savings accounts, bonds, notes, etc. Yet these 
forms of investment are given great preference over equity investment 
by our tax structure if the equity investor must realize a yearly incre- 
ment on his investment. But the same tax structure gives a great 
preference to equity investment over fixed investment if the investor 
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does not need yearly income; and even a greater preference to an 
investor who is content to pass his wealth on to his heirs. Our tax 
structure, in fact, encourages this preferred type of investor to desire 
to limit the availability of equity investment. (In simple words, our 
tax structure is a great deterrent to savings and capital accumulation 
and particularly to new equity investment.) (5) Our tax structure is a 
deterrent upon corporate savings, particularly on small corporations 
and small businesses not operating under the corporate form of doing 
business. 

We have been disappointed that neither the President’s report nor 
the committee’s report spell out the evil economic effects of inflation, 
although in the appraisal of our economic condition in the President’s 
report many factors are mentioned which upon analysis result largely 
from the inflation of World War II. We have mentioned the effect 
of inflation on such things as capital replacement. The difficulty 
experienced by school districts and other local taxing authorities in 
obtaining the revenue necessary to meet the needs of its citizenry, is 
the result largely of inflation. The situation is this: Our school dis- 
tricts and local taxing authorities get the bulk of their revenue from 
real-estate taxes. Real-estate taxes are based upon assessed valua- 
tions of the peoples’ homes, buildings, and lands. These valuations 
are placed upon the assessor’s books over a period of time. The bulk 
of the assessments on the books of our communities was placed there 
before 1945, before inflation. The result is that the total assessed 
valuation in most communities is based upon the preinflated dollar, 
but the costs of materials and labor which these communities must 
buy is based upon the inflated dollar. The situation cannot be cor- 
rected by raising the real-estate tax rate, because then even a more 
unfair burden (it is pretty unfair as it is) is placed upon the new 
property coming onto the books after 1945 at the inflated dollar 
value. The only answer is to go through the mechanics of assessing 
every piece of real estate all over again. This is not only a difficult 
mechanical job, but it is an even more difficult political job. 

Certain dvertones remain in the committee report though we have 
been gratified to have many that were in the original draft eliminated 
or muted, which carry the thought that somehow or other the 
Federal Government can plan and direct our economy. We are con- 
vinced that the best the Federal Government can do today is to pre- 
serve the climate under which our private enterprise system can thrive. 
Perhaps someday men will be wise enough to move into the unknown 
through a system other than an enlightened trial and error system. 
But that day has not yet arrived. In essence, the private enterprise 
system is no more than a trial and error system although many people 
seem not to appreciate it. 


Tuomas B. Curtis. 
CuaRENcE E. Kiupurn. 





DISSENTING VIEWS OF SENATOR GOLDWATER 


The general assumption of the introduction, findings, and recom- 
mendations of the proposed report of the Joint Economie Committee 
that the Employment Act of 1946 has resulted. in the high rate of 
economy in this country and its adjustment to postwar conditions jis 
one in which I cannot concur. It is my feeling that the normal action 
of the free-enterprise system having been allowed to operate during 
the past 4% years, plus the adjustment in taxes made in 1954, has re- 
sulted in the economic situation that we have today. 

Some generalities in the proposed report are so broad as to. leave no 
meaning with the reader, such as ‘“The Federal Government in‘ such 
circumstances carries a great responsibility for formulating and carry- 
ing out policies which will give the maximum opportunity for the free 
play of private incentives basic to the growth of our enterprise economy, 
while maintaining stability in the price level.” Just what does the 
committee recommend be the course of the Government? Certainly, 
if we are to make such a statement we should be a little more speci ¢ 
in spelling out what we should do. The reference to a stable price 
level should not be made by any group interested in economy because 
we know that a stable price level probably can never be maintained in 
this country with all of the forces that play upon the structure that 
determines price levels. 

I believe we should have been much stronger in our insistence that 
taxes be cut for the good of the whole economy, and ‘that we should 
have been more explicit in pointing out the areas in which the budget 
could be reduced to achieve this reduction in taxes. 

I believe that we should have gone a step further in paragraph 11 
by pointing out that not only labor and management have a respon- 
sibility in the area of price and wage increases but that the Federal 
Government has a like responsibility and that it should not press 
for enactment of extended minimum wage at this time, to be in 
keeping with that policy. 

I believe that the inference left in point 12 that Congress has a 
mandate to see that no small business, regardless of its soundness, is 
denied money to finance itself is wrong and that the true intent of 
the legislation should have been expressed. 

These objections are among those I raised to this report. I, there- 
fore, object to its being printed in its present form and ask that my 
objec tions be included as the personal views of this Senator. 


Barry GonpDwatTeEr. 
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DISSENTING VIEWS OF SENATOR O’MAHONEY 


Much to my regret, I find it necessary to say that, in my opinion, the 
report of the Committee does not adequately review either the Eco- 
nomic Report of the President or the economic conditions the country 
faces. Because of the meetings of the Judiciary Committee and the 
Interior and Insular Affairs Committee, of both of which I am a 
member, and because of the obligation I have felt to appear before the 
Foreign Relations and Armed Services Committees in their considera- 
tion of Senate Joint Resolution 19, I was unable to attend as man 
meetings of the Joint Economic Committee as I would have desired, 
Perhaps if I had been able to attend I would not be writing this brief 
dissent. 

It seems to me to be clear, however, that the general tone of this 
report is based upon assumptions which are not justified in the light of 
the economic facts before us. I cannot overlook the budget which the 
President has submitted for the next fiscal year. This is the largest 
budget ever sent to Congress by any administration while the Nation 
was not involved in a fighting war. Secretary of the Treasury George 
M. Humphrey appeared before the Joint Keonomic Committee and 
acknowledged that he felt that the President’s budget should be cut. 
When questioned to make suggestions as to where the cutting could 
take place, he was unwilling todoso. Individual Senators, not on the 
Committee, I am told, have appealed to him personally for suggestions 
for reduction, but he has not madethem. This presents a direct conflict 
of opinion between the President and one of the most frank and able 
members of his Cabinet. 

The Federal Reserve Board and the Open Market Committee ap- 
peared before the Joint Economic Committee and defended the policy 
of tight money by which the cost of money borrowed by the Govern- 
ment, as well as the cost of money borrowed by the citizens of the coun- 
try, has been monetarily increased. The increased burden of the na- 
tional debt as represented in the budget for 1958 is estimated to be $100 
million more than it was estimated to be for the current fiscal year. 
The budget estimate for the current year is $7,200 million but the 
interest rates on the obligations of the United States have been rising 
steadily since 1953, and they have been rising even since the budget 
for fiscal 1958 was written. 

The President, in public utterances as well as in the budget itself, 
has recognized the increasing burden which is cast upon the people of 
the United States by the mounting inflation. Increases in the price 
of steel, increases in the price of oil, and increases in the price of many 
commodities which will necessarily have to be used both in Govern- 
ment programs and in business-expansion programs are recognized 
by professional and business economists just as the President has rec- 
ognized them ; but, he has offered no program in the Economic Report 
to hold prices in line. 
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The President’s Economic Report is necessarily pointed to the 
course of action that should be taken during this calendar year and 
during the next fiscal year. It will be searched in vain, however, for 
anything more than suggestions. No firm policy of government is 
offered calculated to deal effec tively with the management of the public 
debt or with the budget. 

Nowhere do I find, either in the President’s Report or in the Com- 
mittee report, any recommendations that would meet the economic 
dilemma with which we are confronted. This dilemma arises out of 
the fact that the President has found the economic cold war between 
the United States and Russia more critical by far than he hoped for in 
earlier predictions of peace and prosperity. The report of the Com- 
mittee seems to rely upon what it calls the dynamic forces underlaying 
the economy. These dynamic forces are in jeopardy because the De- 
partment of Defense has not presented a coor¢ -dinated budget for the 
armed services. It has increased the budget, because the present situa- 
tion is vastly different from that which was expected and there is con- 
tinued conflict among the three branches of the armed services. Waste 
has not been eliminated and the over lapping of activities has not been 
abolished. 

Added to this is the notification that the President gave to the Con- 
gress in his special message of January 5 that, in addition to the dis- 
cretion of the author ity to expend in the Middle East $200 million of 
funds already appropriated for mutual security, he would ask Con- 
gress for the authority to make similar discretionary expenditures in 
the same sum for the 2 ensuing fiscal years. 

With this promise of increased expenditures, with the great doubt 
that postal rates will be raised, with the steadily increasing interest 
on the national debt and the poor market condition of Government 
bonds and other operations, it only can be said, it seems to me, that 
we are not facing the issues of our time and that the President’ S Report 
is based upon Micawber’s hope that “something will turn up” rather 
than any specific recommendations contained in the message. 


JosePpH C. O’Manoney. 
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LETTER OF TRANSMITTAL 


Fepruary 18, 1957. 
Hon. Wricut Parman, 
United States House of Representatives, 
Washington, D. C. 

Dear REPRESENTATIVE PatMaNn: Transmitted herewith are com- 
mittee staff materials on the economic outlook for 1957. These 
materials, as in previous years, attempt to quantify the “foreseeable 
trends” of economic activity for 1957 which the committee staff be- 
lieves are consistent with the outlook assumptions of the President’s 
Economic Report and budget. 

Also transmitted is a staff review of materials on the economic out- 
look for 1956 submitted a year ago and attached to the committee’s 
annual report to the Congress (8. Rept. No. 1606, 84th Cong., 2d sess.). 

While it is necessary to use detailed and precise figures in preparing 
economic projections which are internally consistent, it must be 
emphasized that the purpose of such projections is to show the general 
order of magnitude and direction of possible major economic develop- 
ments on the basis of stated assumptions. 

Sincerely yours, 
Grover W. Enstey, Executive Director. 
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THE ECONOMIC OUTLOOK FOR 1957 
SUMMARY 


A gross national product of $435 billion for 1957 in beginning-of- 
year prices appears consistent with the President’s Economic Report. 
Its achievement would represent growth in real output of 3.1 percent 
from 1956, compared to a 2.7 percent increase last year over 1955. 

Expansion at this rate approximates the average trend of output im 
past years exclusive of those marked by war or severe recession. 
(See chart I, p. 44, and table 3, p. 48, covering years 1952-57.) The 
Council of Economie Advisers has agreed that this rate of growth 
would fulfill the employment and production objectives of the Em- 
ployment Act. (Hearings on the January 1957 Economic Report of 
the President before the Joint Economic Committee, 85th Cong., 
Ist sess., pp. 31-32, hereinafter cited “Hearings.” 

The estimates for 1957 in these materials are stated in prices about 
2.3 percent above the average of 1956. By the fourth quarter of 
1956, prices already had advanced more than 1.5 percent above the 
average of the year and have risen since then. 

On the basis of available resources, most economists expect prices 
to continue to rise during 1957 if Government, business, and con- 
sumers spend at rates presently indicated. Stated in the higher prices 
which are likely to prevail in 1957, therefore, gross national product 
may exceed the figure indicated above. 

Until clear indications to the contrary appear, therefore, public 
pelicy should be based on the assumption of continued economic 
growth accompanied by upward pressures on prices. As always, we 
must be prepared for a reversal. 


EXPECTED DEMAND FOR NATIONAL PRODUCTION DURING 1957 


Assuming no significant changes in the character of international 
developments, total Federal, State, and local government demand is 
expected to reach $85 billion in 1957, an increase of $5.2 billion from 
1956. This is accounted for by an increase of $2.5 billion in Federal 
expenditures, mainly military, and a $2.7 billion increase in State 
and local government expenditures, reflecting expanding construc- 
tion programs and higher payrolls. These increases also reflect the 
higher prices to date. (For related receipts and surplus estimates, 
see table 1, p. 46, and Technical Materials, p. 52.) 

Business demand is expected to total $71 billion in 1957, a rate 
already achieved. Most of the $4.2 billion increase over last year 
reflects an expected $3.8 billion rise in business spending on producers’ 
durable equipment compared to an increase of $5 billion in 1956. 
An expected increase in other private construction more than offsets 
an anticipated decline in residential construction (nonfarm), which 
will reduce housing starts to an estimated 1 million units. The level 
of demand will depend upon whether business actually carries out 
present plans for additional new investment in the face of the possibili- 
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ties of continuing declining liquidity, higher construction and equip- 
ment costs, the tight money and shrinking profits margins. Declines 
during the sec ond half of 1956 in construction contract awards and in 
new orders for machinery could be signaling more weakness in new 
investment in 1957 than the leveling out reported so far in surveys of 
business plans and authorizations. The next Government survey, to 
be available in early March, should clarify prospects. (For data on 
sources of funds, see table 1, p. 46; table 2, p. 47; and Technical 
Materials, pp. 51 and 53.) 

Consumer demand is expected to increase about $13 billion, to 
$279 billion, assuming continuation of the income tax and personal 
savings rates prevailing in 1956. While changes in the rate of con- 
sumer spending and saving are always possible, and expected in a 
free-market economy, recent surveys point to no significant changes 
in consumer spending attitudes in the months immediately ahead. 


‘POTENTIAL’? NATIONAL PRODUCTION IN 1957 


“Potential” gross national product in 1957, consistent with long- 
run trends in labor force, hours of work, and productivity, for all 
practical purposes approximates the above estimate of aggregate 
demand for 1957, when both are stated in the same prices. This is 
not in itself, of course, a forecast of actual production in 1957. (For 
components and underlying assumptions, see table 3, p. 48, and 
Technical Materials, pp. 53-56.) 


THE NATION’S ECONOMIC BUDGET FOR 1957 


These estimates of Government, business, and consumer demand, 
on the one hand, and “potential” production consistent with long- 
run trends in labor force, hours, and productivity, on the other hand, 
permit construction of a Nation’s economic budget totaling $435 
billion for 1957, as shown in table 1, page 46. As indicated above, 
these estimates are stated in prices roughly the same as at the begin- 
ning of 1957. 

Chart I, page 44, shows a comparison of actual gross national prod- 
uct in recent years and that assumed for 1957 with “potential” gross 
national product consistent with the trend of output in past years not 
marked by war or severe recession. 

What are the implications of these figures—mindful that they are 
plans and expectations, and not predictions? 

They suggest, first of all, that the Nation’s economic budget for 
1957, if realized, probably would result in a level of economic activity 
consistent with the Employment Act objectives of ‘maximum em- 
ployment, production, and purchasing power.” This would be a 
repetition of the experience of 1956. 

Second, total demand, if as large as anticipated, would continue to 
press against available resources as in 1956 when prices rose in spite 
of monetary and fiscal restraint. While the average price of last 
year’s national output was almost 3 percent higher than the 1955 
average, the price rise gathered momentum during 1956. (See 
chart II, p. 45, and table 4, p. 49.) Since changes in retail or final 
aha prices sometimes lag behind movements at the wholesale 
evel, price rises in 1956 at the earlier stages of production might be 
reflected in 1957 in higher retail prices. 
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With an economy in which resources may continue during 1957 to 
be as fully employed as in recent months, inflationary hazards clearly 
cannot be ignored. This is largely because production in a “fully 
employed” economy is not merely a matter of capacity and numbers 
alone, but of the degree of mobility of resources and of the time and 
incentives necessary to bring about adaptations to changes in demand. 
Unless aggregate demand is restrained sufficiently, a cost-price push 
can operate since producers are prone to bid up the prices of the 
limited productive resources in an effort to obtain their share of cur- 
rent market demand and to expand productive capacity fast enough 
to maintain or increase their share of expected future enlarged markets 
for goods and services. 

The challenge of this implication is to design policies within the 
context of the free enterprise system to achieve simultaneously a 
stable price level and high rates of growth in and use of productive 
resources. Some question whether any one of these goals can be 
achieved over the long run unless the others are achieved also. 

Third, although the outlook for 1957 points to overall expansion, 
nevertheless there are elements of uncertainty. Public policy must 
be prepared to deal with unemployment as well as inflation. Although 
occasional divergences from complete stability of average prices and of 
employment are to be expected, vigilance is required to protect against 
cumulative forces which would cause both excessive departures from 
stability and interference with growth. 
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TaBLe 1.—Summary of the Nation’s economic budget, actual calendar years 1952-56; 
preliminary, 1956; and estimated, 1957 


{In billions of dollars] 











































































































| Prelim-| Esti- 
Item | 1952 | 1953 | 1954 1955 inary mated 
1956 1957 1 
us 8 | | Saoaetneeaneeere 
Personal: 
Income: Total disposable.________ | 237.4] 250.2| 254.4] 270.6] 286.7| 301.0 
|= === SS S| | 
Expenditures: | | | 
Durable goods cece bine a 26. 6 29.8 | 29. 4 35. 7 34.0 35.0 
Nondurable goods. - - - -- an = apperenne } 416.1) 119.1 120.9 | 126.2 132.9 138.0 
SO Cin sancti nts ennanineetaidel 75.6) 81.7) 86.3 92.1; 98.9 106.0 
Total expenditures....................| 218.3 230. 5 236. 5 254.0 265.7 | 279.0 
Savings (+)_-..-- PBR gc 19.0! 19.7 7.9| 166| 2.9| 2220 
Business: iP = = Bon As : 
Income: | | 
Undistributed corporate profits _ ~~~... -| us 7.4 6.4 9.9 9.5 | 39.6 
Capital consumption allowances......--| 23.9 26. 5 28.8 31.3 | 34.0) 237.0 
Inventory valuation adjustment__--_-.--- | 10) 1.0 Se ee —2.5 | —2.0 
1. c comiaial ae 
Total income. ....--- nite 52 3.0} M01! 68 ot 41.0 | 44.6 
ee sje | ee =|—- = 
Expenditures: | | 
Residential construction (nonfarm)... --| 11.1 11.9} 13.5 16.6 15.3 | 414.7 
Other construction ABRAM Ss Be 13.8] 14.4 16.1 17.9 519.0 
Producers’ durable equipment__-_...-.-- 23.1 24.3 | 22.4 23.7 28.7 | 6 32.5 
Net change in business inventories__--.-- | 3.0 3) =—2.3] 4.2 | 3.5 72.6 
Net foreign investment-..-........-....- | —.2 —2.0 —.4 —.5 1.4 $2.2 
Total expenditures....................| 496] 483 47.6| 60.1| 66.8| 71.0 
Distevings (—).............-..-.--.--<4see | —17.6|} 154] —128| —20.6| —25.8| —26.4 
Government: ir es Si | oi? Ak 
Income: 
Personal tax and nontax payments....-- | 34.4 | 35.8 32. 9 | 35.5 | 38.5 | 42.0 
Business tax and nontax payments------ | 47.9 50.5 46.9 54.0 | 56.5 59. 2 
Contributions for social security. ....-.-- | 8.6 8.7 9.7 11.1 | 12.5 | 13.3 
Less: Transfer payments *°__.__- we 16.8 | 17.5 | 19.9 21.6 | 23.7 | 26.1 
te ienianiinaadiaiosel ee | i 
Total income-.--_----- soedne 74.1 | 77.5 | 69.6 79.0 83.8 | 988.4 
=——_——| —_ ——Saan=}==J™|hs|_ =k a —_—_— ———_____} 
Expenditures: 
PRR ccd cnn pe ~-----| 54.3 59.5 48.9 | 46.7 47.0 | 49.5 
nisin REL aie oneciensl dabenenaensedeigdhamanaeschadainianiaeel 
National security... ae 48.8] 51.5) 43.0| 41.2] 41.6) 442 
TE destin cubercucny Se lee Geli. as) ae]. Be 5.3 
|--——_ | ——__— ——————_ ' um“ ——- |" 
State and local....... ein a | 23.2) 24.9] 27.6] 301] 328 35.5 
Total expenditures....... ------| 77.5| 844] 765] 7.8] 70.8] 85.0 
Dissavings (—) or savings (+)-............-| -3.3| -68| -69] +22 | +40} +934 
Statistical discrepancy (—) or (+)-....---------- | +20; 426] +18] 418] 410] +10 
Total gross national product --_-- a 345.4 P: 363.2 | 300.7 | 390.9. 412.4 | 435.0 
| | | \ 








Source: 1952-56, Department of Commerce; 1957, staff, Joint Economic Committee. 


Nore.—Reference numbers in this table relate to correspondingly numbered Technical Materials, pp. 49% 
56. Detail may not add to totals because of rounding. 
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TABLE 2.—Relation of gross national product, net national product, national income, 


and personal income, 
estimated, 1957 


[In billions of dollars] 


























actual calendar years, 1952-55; preliminary, 1956; and 







































































| | 
Prelim-| Esti- 
Item 1952 1953 | 1954 1955 inary | mated 
1956 1957 } 
seston iia ce Natalee Bee } 
Gross national product___- ith iinet 345.4 363. 2 360. 7 390. 9 412.4 435.0 
Less: Capital consumption allowances_._______- 23.9 | | 26. 5 28.8 31.3 34.0 37.0 
Equals: Net national product---._.....--- 321. 6 336.7 331.9 359. 5 378. 4 398. 0 
Less: 
Indirect business tax and nontax liability. sil 28.1 30. 2 30. 2 32. 5 34.6 9 37.0 
Business transfer payments___- id 1.2 1.4 | 1.4 1.4 14 14 
Statistical discrepancy __- 2.0 2.6 | 18 1.8 1.0 1.0 
Plus: Subsidies less current surplus of Govern- 
NEE CUNT UU a eels e-tsiicnteinane —.1 —.4 —.2 +.3 +.9 +14 
Equals: National income---_--_-_- | 290.2 302.1 298. 3 324.0 | 342.4 360. 0 
staaataditiaiteal si 
Less: | 
Corporate profits and inventory valuation | | | | 
nena oS .cnccensnnwccaibisitebdotd 36.9 | 36.0 | 32.9 | 40.9 40.9 12 42.0 
Contributions for social insurance die 8.6 | 8.7 | 9.7 il.1 12.5 913.3 it 
Excess of wage accruals over disbursements. 0 | —0.1 0 0 0 0 i 
Plus: 
Government transfer payments... ......___- 12.0} 129 15.0 16.1 17.3 918.8 | 
Net interest paid by Government-__.-_----- 4.9 | 5.0 5.2 5.2 5.5 95.9 ir 
eo Re ee ee eee 9.0 9.3 10.0 11.2 12.0 12.2 a 
Business transfer payments_--............- 1.2 1.4 1.4 1.4 1.4 1.4 id 
Equals: Personal income--............-.- 271.8 | 286.0 287.3 306. 1 325.2 | 13 343.0 ‘i 
— —__—__—_ | ‘ 
Less: | i 
Personal tax and nontax payments____---.-- 34.4 35.8 32.9 | 35. 5 38.5 9 42.0 { 
i 31.2 32.4 29.1 31.3) 340 7.0 Rye 
State amd TOCN 2 ck ewssccccccducass 3.2 3.4 3.8 4.2 4.6 5.0 it 
re Oe eee rt eee ee ~~ i 
Equals: Disposable personal income --| 237.4 | 250.2 254. 4 270.6 286. 7 301.0 * 
——— | ———_—_—— _—_—_—_—_—_—|--—- y' 
Less: Personal consumption expenditures -_.__- 218.3 230. 5 236. 5 5 | 254. 0 265.7 279.0 5! 
EE sed ED : 
Equals: Personal savings... .........-...- 19.0} 197] 17.9] 166 20.9} 222.0 I 
\== ==> F === |= — == oo | 
Addendum: : } 
Corporate profits and inventory valuation | | | W 
adjustment _._- Sotiiventiaheecile 36.9 | 36.0 | 32.9 40.9 | 40.9 42.0 ji 
Inventory valuation adjustment -_- 1.0 + 0 | —03) =1.7 —2.5 —2.0 . 
Corporate profits before tax__.- | 35.9 7.0 33.2 42.7 43.4 12 44.0 mi 
man cna papa e 
Corporate profits tax liability __- 19.8 | 20.3 | 16. 3 21.5 21.9 22.2 i 
Corporate profits after tax. -__- | 16.1 | 16.7 16. 4 | 21.1 21.5 4 21.8 
| ie — oe En ° 
DIV ERORGS . die diwicwesct- 9.0 | 9.3 | 10.0 11.2 12.0 6122 9 
Undistributed corporate profits_| wat 7.4} 6.4 9.9 | 9.5 9.6 p' 
eg Be — rn pres = : 
Source: 1952-56, Department of Commerce; 1957, staff, Joint Economic Committee. 





Note.—Reference numbers in this table relate to correspondingly numbered Technical Materials, pp. 49- 
56. Detail may not add to totals because of rounding. 
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Tas ie 4.—Receni changes in prices 


Percentage change 


Item 3d quarter, }4th denne |e quarter, | 2d quarter, 

















3d quarter, |4th quarter, 
1954, to 1954, to 1955, to 1955, to 1955, to 1955, to 
i quarter, |4th quarter,! lst quarter, | 2d quarter, | 3d quarter, 4th quarter, 
| 1955 1955 | 1956 1956 1956 1956 
| 1 
Average ee. of gross na- | i | 
tional produc +1.0 +1.4 | +2.2 | +2.4 +3.4 +3.9 
Consur ahs Pried iy Bitinine cnt —.3 +.3 +.3 | +1.0 +2.0 +2.5 
Construction cos i +3.4 +3.3 | +4.2 +5.0 +4.8 +4.8 
Wholesale heer 
Finished consumer goods. —.9 —1.3 0 | -4+-1.2 +1.9 +2.8 
Finished producer goods-. +3. 5 | +5. 7 +6.3 | +7.7 +7.7 +8. 2 
Raw materials | —2.9 | —4.6 | —3.9 —.2 +1.5 +4 8 
Prices received by farmers. -++| —65.3 —6.6 —6. 6 —.8 +2. 1 +4.4 
Sources: Departments of Agriculture, Commerce, and Labor, and staff, Joint Economic Committee. 


TECHNICAL MATERIALS 


These technical materials contain numbered references relating to 
the tables in this report. They present definitions, explanations, 
basic assumptions, quotations of supporting materials from official 
statements or from the committee hearings on the January 1957 
Economic Report of the President, and references to sources of re- 
lated information. 

1. Estimates for 1957 reflect assumptions contained in Executive 
Branch statements and the Joint Economic Committee staff’s inter- 
pret ates of levels consistent with the President’s Economic Report. 
The January 1957 Economic Report of the President (hereinafter 
cited “Economic Report’), page vii, states: 


There are grounds for confidence that the Nation’s overall 
prosperity will be extended into the months ahead. A 
moderate rise in business capital outlays is indicated. Con- 
struction expenditures and foreign trade and investment 
should continue to favor economic expansion. The com- 
bined expenditures of Federal, State; and local governments 
are expected to be higher. Consumer expenditures should be 
sustained by favorable employment conditions and good 
earnings. 

However, uncertainties and problems are always present 
in the economic situation and require careful attention. 
These include the present international situation, the upward 
pressure of costs and prices, factors affecting capital outlays 
by business, and the provision of an adequate flow of new 
savings to meet the prospective heavy demands for funds. 


The budget message of the President, January 16, 1957, states: 


The present estimates of budget receipts for 1958 are 
based on the assumption that the Nation will continue to have 
a high level of business activity with increasing national 
income, and that the present tax rates will be continued 

M 9). 


Estimates assume that prices in 1957 will be about 2.3 percent 
above 1956. By the fourth quarter of 1956, prices already had 
advanced by over 1.5 percent above the average of the year. The 
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assumption seems Sperry! consistent with Secretary Humphrey’s 
letter of January 16, 1957, to Senator Paul H. Douglas; see Hearings, 
pages 19-20. 

See also Economic Report (p. 46), where it states: 


* * * While the moderate upward drift of the price level 
may not yet have run its course, enlarged output, improved 
productivity, and vigorous competition, supported by appro- 
priate public and private policies, can help counteract the 
forces making for higher prices. 


See testimony of Dr. Saulnier in response to questioning by Mr. 
Mills (Hearings, pp. 17-18), as follows: 


Dr. Sautnier. The economic message, while it does not 
do it in quantitative terms, contemplates an expansion of 
the economy in 1957 over 1956, which would justify these 
higher estimates of personal income and of corporate profits, 
without price effect. 

Now, of course if we are unsuccessful in holding the line 
on prices and have rising prices with the present levels of 
employment and of income, that will, of course, yield a 
higher volume of tax revenues. We would hope that that 
would not happen. 

Representative Mituis. Now certainly the Secretary meant 
to convey the thought that you have when he wrote his letter, 
because he says in this letter, ‘We do not assume any change 
in prices from the present.” 

Now, is this projection into calendar year 1957 sufficient 
to carry out the objectives of the Employment Act? 

Dr. Savutnier. In my judgment, it is. 


See also testimony of Ewan Clague (Hearings, p. 89) in regard to 
price trends in 1957: 


So far as the immediate future is concerned, if the demand 
factors which gave rise to the price increases show no further 
strengthening—in other words, if investment demand flattens 
out and if consumer buying follows the income curve and 
consumer credit is expanded only moderately—there may 
well be more stability in the price picture. 

As of this time, signs of upward price pressures are still 
evident in those sectors of the economy where demand con- 
tinues to burgeon; signs of price weakness are appearing only 
in those fields where demand is less urgent than it formerly 
was. In addition, there is no indication of any halting of 
the long-run uptrend i in the cost of services; the demand for 
personal and professional services is continually rising. At 
the same time, price declines in the agricultural sector are no 
longer offsetting increases elsewhere. 


2. Personal savings are assumed to be 7.3 percent of disposable 
personal income, the same as in 1956. Neither the Economic Report 
nor Dr. Saulnier’s testimony (see Hearings, p. 32) is explicit about 
the rate of saving in 1957. However, they are broadly eae with 
relative stability of the savings rate in the range of 7 to 7.5 percent 
of disposable personal income. 








JOINT ECONOMIC REPORT 51 


See also testimony of George Katona (Hearings, p. 129), especially 
the following conclusion: 


According to current indications we may expect that the 
rate of liquid saving will remain at least as high in 1957 as in 
1956, while at the same time borrowing (installment buying) 
may increase. 


3. These estimates of internal funds were derived from table 2 and 
are consistent with the testimony of Martin R. Gainsbrugh (Hearings, 
p. 127), where he states: 


On the other hand, depreciation allowances will undoubtedly 
increase as much, if not more than, in the previous year, 
while corporate profits available for internal use may be 
about the same as in 1956. 


4. Based on construction outlook estimates for 1957, prepared 
jointly by the Departments of Commerce and Labor. Press release 
of November 21, 1956. See also Economic Report (p. 46) and testi- 
mony of Martin R. Gainsbrugh (Hearings, p. 124). 

5. See note 4 above, and Hearings, pp. 122-124. 

6. Based on Business Plans for Capital Spending in 1957 and 1958, 
a survey by the McGraw-Hill Publishing Co., Inc., New York, 
December 14, 1956. Confirmed by testimony of Martin R. Gains- 
brugh (Hearings, pp. 122-124), and judgment of Dr. Saulnier (Hear- 
ings, p. 32). 

7. See Hearings (p. 33) where Dr. Saulnier stated: 


Well, inventory accumulations were fairly high in 1956 


and I think it is reasonable to expect further accumulations 
mn 1957. 


See also, Hearings (p. 125) where Martin R. Gainsbrugh stated his 
expectation of almost no inventory accumulation this year: 


The reasons for expecting at least some decline in the 
present rate of inventory accumulation are— 

(1) Considerably lower liquidity on the part of corpora- 
tions, and relatively high borrowing costs, both of which are 
dissuading business from substantial further net investment 
in inventory; 

(2) The fact that in capital goods industries, where a sub- 
stantial part of recent accumulation has occurred, the rate 
of ordering is evidently slowing down, reducing the require- 
ments for forward inventory coverage; and 

(3) Growing capacity in most industries is progressively 
eliminating the supply uncertainties which provided some 
of the incentive for accumulation in late 1955 and 1956. 

* * * The inventory outlook for all of 1957 seems to point to 
a moderately higher book value at the end of the year, but no 
appreciable change in physical level, and hence something 
approaching zero in the gross national product inventory 
component. 


. Martin R. Gainsbrugh (Hearings, p. 125) testified that: 


A continuation of the increase in net foreign investment is 
likely in 1957. The past year saw net foreign investment 
reach $1.1 billion (this excludes economic and military aid 
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shipments, which do not give rise to foreign investment as 
usually defined in our national accounts), the first time since 
1951 that the net foreign investment of the United States 
has been positive. Probable developments in 1957 make it 
appear unlikely that a like increase will take place in this 
year, but it does seem likely that foreign investment will 
continue to increase substantially. 

The National Foreign Trade Council Balance of Payments 
Group (consisting of a large and representative number of 
individuals serving generally in the role of economists with 
manufacturers, exporters, importers, banks, transportation 
companies, and other concerns directly engaged in inter- 
national trade and investment) expects that net foreign 
investment will come to about $2.2 billion in 1957, about 
double the 1956 rate, but the increase is still below that which 
took place in 1956. 


9. Estimates of Government receipts and expenditures for 1957 are 
based on the budget and on information on State and local finances 
obtained in the hearings. (See testimony of Louis J. Paradiso, Hear- 
ings, pp. 118-121.) 

On a fiscal year basis, as distinct from the calendar year basis used 
in these staff materials, the Department of Commerce summarized 
official budget estimates as follows: 


Federal Government receipts and expenditures: Administrative budget, cash budget, 
and national income and product account: 1956-58 


{In billions of dollars] 


Fiscal years 











Estimated 
| Actin 2000! Fite ds Sk AN) Se 
1957 | 1958 
rn a ee ee = seine Y oe oa atid a - | anita’ al 
Administrative budget: | i | 
Receipts 4 : aes re ; 68.1 | 70.6 | 73.6 
Rrpem@i@aiest 06 9s. clin cc Jc iil SILK 66. 5 | 68.9 | 71.8 
Sarphe Oo 2 , pL ddads 3 1.6 | 1.7 | 1.8 
Cash budget: co | eh eee ; 
meoeeteG le. 45 Sb dL ck cl ail! 22 ee 77.1 81.7 | 85. 9 
Expenditures ___.__. s aeeaiaaieoelll 72.6 78.2 82.9 
CNG rarest tas. we cn gs cacys- 45 Sipe soe .| 4.5 | 3.5 | 3.0 
National income and product account: Ener \ | ) 
i a Sa Occ ae a 75.4 80.3 84.0 
Expenditures___.__._..- Bac bene t eee eb tee ketenes | 70.0 74.8 | 79.7 
a ctkece ckteonedne cae xo it 5.4 ry 4.3 











Source: Administrative and cash budgets from the budget of the United States Government for the fiscal 
year ending June 30, 1958; national income and product account data from U.5. Department of Commerce, 
Office of Business Economics; statistics for 1957 and 1958 based on estimates in the budget. U. 8. Depart- 
ment of Commerce, Office of Business Economics, Jan. 18, 1957. 


10. Also includes net interest and subsidies, minus current surplus 
of Government enterprises. 

11. Other Federal purchases of goods and services less Government 
sales. 
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12. Assumption underlying revenue estimates in the President’s 
budget of January 1957. See letter of G. M. Humphrey, Secretary of 
the Treasury (Hearings, pp. 19-20). 

13. The revenue estimates in the President’s budget of January 1957 
are based on an assumed personal income of $340 billion. The slightly 
higher assumption used in this staff table seems more consistent 
arithmetically with the other estimates in this Nation’s economic 
budget and has an insignificant effect on the revenue estimates for 
calendar 1957. 

See testimony of Dr. Saulnier (Hearings, p. 17), especially the 
following: 


The estimates that we have independently made vary little 
from the estimates that the Treasury has made. And those 
variations are quite well within the range of estimating error. 


Estimates of personal income for 1957 probably include allowance 
for some increases in wage rates. For example, Ewan Clague stated 
(Hearings, p. 88): 


There are now at least 5 million workers who can expect 
wage increases during this coming year on the basis of con- 
tracts concluded in 1955 and 1956. These workers are found 
in almost every industry, but are concentrated in metalwork- 
ing, construction, transportation, food, and mining. About 
half of them will receive pay adjustments of between 6 and 
8 cents an hour. In addition, cost-of-living escalator clauses 
may affect the incomes of nearly 4 million workers. 

* * * * * 


These deferred increases will undoubtedly have some effect 
on 1957 negotiations in other industries, but nevertheless 
there can be no certainty as to the size of the wage increases 
which will be negotiated this year. Among the important 
industries in which contracts are due to expire or are subject 
to reopening on wages this year are petroleum, rubber, lum- 
ber, chemic vals, textiles, coal mining, paper, telephone and 
other utilities, trade, and construction. 


14. Assumes continuation of present tax rates (President’s budget 
message of January 1957, p. M6). 

Assumes continuation of 1956 ratio of dividends to profits after 
taxes. 

16. The potentials are consistent with projections of long-run trends 
published in Potential Economie Growth of the United States during the 
Neat Decade (materials prepared for the Joint Committee on the Eco- 
nomic Report by the committee staff), joint committee print, 83d 
Congress, 2d session. The word “potential,” therefore, refers to aver- 
age long-run trends of past years exclusive of those marked by war or 
severe recession. The estimates given in table 3 are consistent with 
the original estimates made in 1954, but incorporate adjustments for 
——— in data and are stated in 1947 prices rather than 1953 prices. 

The actual labor force estimates for 1952, shown here, differ 
lcd published figures of the Bureau of the Census as a result of using 
aye population estimates consistent with later years (Hearings, p. 
91, table 1). 
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18. It is assumed that the potential labor force will increase 800,000 
to 900,000 from the 1956 potential to the 1957 potential. The poten- 
tial labor force data are trend estimates which, through 1955, assume 
the 1920-50 trends in age-sex labor force participation rates with an 
adjustment in the rate for adult women based on accelerated increases 
observed in the postwar years 1947-50. After 1955, the trend assumes 
continuation of 1947-55 trends in age-sex labor force participation 
rates. (See testimony of Ewan Clague, Commissioner of Labor 
Statistics, Hearings, p. 86, where he pointed out that in 1956 the actual 
labor force was above the long-run trend.) 

19. The estimates of potential Government employment, civilian 
and military, are based on long-term trends which smooth out year-to- 
year fluctuations. For the Armed Forces, the potential assumes 
3 million each year; less than the strength prevailing when the study 
was made originally in 1954 but more than the 1956 size of about 2.9 
million. For civilian government employment the trend increases 
about 100,000 per year to take care of the long-term growth, princi- 
pally at the State and local level, in such occupations as schoolteach- 
ing, police, fire, etc., where employment is related to population 
growth. It is assumed that international developments will not cause 
any marked change in the planned size of the Armed Forces. 

20. Unem ployment is assumed to average about 4 percent of the 
civilian labor force each year. These assumed unemployed persons 
would be largely new entrants into the labor force; the frictionally 
unemployed (i. e., those in process of changing jobs) and those shifting 
to new indust ries or occupations because of technological advances. 
The use of this assumption does not imply that the committee staff 
necessarily believes that this level of unemployment is “the level” 
consistent with the goals of the Employment Act. Such a determina- 
tion is beyond the scope of staff responsibilities. However, such data 
as are available suggest that unemployment in years not marked by 
war or severe recession has averaged close to 4 percent of the civilian 
labor force. 

21. The increase in agricultural employment of 0.2 million over.1954, 
shown by the Bureau of the Census data, is a reversal of the trend of 
the past decade and does not agree with the 0.2 million decline between 
1954 and 1955 shown by the farm employment estimates of the Agricul- 
tural Marketing Service. 

22. It is assumed that agricultural employment will slowly decline 
while private nonagricultural employment and total civilian govern- 
ment employment rise. 

23. Estimates of civilian government employment were taken from 
the estimates of the National Income Division, Office of Business 
Economics, Department of Commerce, in order to be consistent with 
their estimates of Government gross product. The figures include 
all Federal, State, and local civilian employees except employees in 
government commercial-type enterprises. 

24. It is assumed that average ee hours of work will decline 
slightly less than 1 percent per year. On this point, in Hearings, 
page 87, Ewan Clague testified sbi, 


In making future projections the continued downtrend in 
the workweek in nonmanufacturing industries justifies assum- 
ing some further decline in the average workweek for the 
economy as a whole; but as far as manufacturing is concerned, 
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it is better not to predict the workweek without first making 
some assumptions about the trend of output. 

25, Output per man-hour is assumed to increase about 3 percent 
per year in agriculture and about 2.5 percent in private nonagricul- 
tural industries. These are rates of change which correspond to the 
long-term trend assumed for the current decade. They are above 
the average rates over the past century but are moderately below the 
rates of the past decade. Actual changes in any particular year-to- 
year comparison may be somewhat greater or smaller, depending 
upon a variety of factors reflecting the way in which our flexible 
economy adapts itself to changing demands. In the case of agri- 
culture, particularly, the change for any individual year may differ 
from the assumed 3 percent because of temporary departures of 
growing conditions from average or Government restrictions on crop 
acreage. Studies by the Bureau of Labor Statistics on trends in 
output per man-hour in manufacturing appear to be roughly consistent 
with the estimates of output per man-hour in private nonagricultural 
industries developed in committee staff studies. See report of the 
een of Labor Statistics in Hearings on Automation and Technical 
Change Before the Subcommittee on Economic Stabilization of the 
Joint Ec onomic Committee, 84th Congress, 1st session, pages 301-334; 
also testimony of Ewan Clague, Hearings, pages 87-88. 

26. The plateau in output per man- hour in private nonagricultural 
industries from 1955 to 1956 was confirmed in testimony of Ewan 
Clague (Hearings, p. 88), as follows: 


If we take into account the whole private nonagricultural 
economy, we find an average annual gain of about 3% percent 
from 1947 to 1953, 3 percent annually in 1954-55, and 
practically no increase in 1956. This is based on hours of 
all persons at work. 


27. “Potential” agricultural gross national product differs from, 
and is generally lower than, the actual in each of these years because of: 
(a) vear-to-year fluctuations in yields due to weather and other 
growing conditions; and (6b) the “potential” reflects long-term trends 
roughly consistent with a balance between agricultural output and 
demand, while in many recent years actual agricultural output has 
exceeded demand. 

28. Government gross product represents compensation of general 
Government employees—civilian and military. The potential is based 
on the assumed trends in Government employment specified in 
note 19 above. 

29. This potential for 1957 is 3.1 percent above that for 1956. 
Dr. Saulnier testified that a long-run rate of growth of about this 
magnitude was consistent with the thinking of the Council of Economic 
Advisers, and with the economic assumptions underlying the Presi- 
dent’s budget (Hearings, pp. 31-32). The interchange between 
Representative Mills and Dr. Saulnier was as follows: 


Dr. SauLnieR. Our own calculations of what would be 
involved in terms of increased production, employment, and 
income, if we expand in 1957 at about a normal historical 
rate, correspond roughly with what has been estimated by 
the Treasury. 
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Representative Miius. Now, let me get it down to figures. 
Do you mean to say then, that if we have in the calendar 1957 
an increase in our overall national production of 3 or 3% per- 
cent, which is I understand about the normal increase or 
normal growth, that increase will reflect this addition in 
personal income? 

Dr. Sautnier. That is right. 

Representative Miitus. So then we do get down to this 
point, that the budget receipts are predicated upon a growth 
in overall gross national product of around 3 or 3% percent? 

Dr. Sautnier. It would be in that neighborhood, that is 
right. That is, a growth that would be consistent with the 
objective of the Employment Act to maintain a level of em- 
ployment that will provide jobs for those who can be ex- 
pected to come into the labor force in 1957. 





| 





REVIEW OF THE MATERIALS ON THE ECONOMIC OUT- 
LOOK FOR 1956 


One year ago, in transmitting its materials on the economic outlook 
for 1956, the committee staff included with them a review of the 
previous year’s outcome in relation to the advance estimates for 1955 
contained in the materials brought together in January 1955. In 
reviewing these materials, the staff said: 


Economic policy decisions are forward looking. They 
rest on assumptions about future developments formulated 
in the light of present knowledge and observable trends. 
They should include provision against surprise if events work 
out differently. Progress in developing better economic 
policies can be achieved by constant reexamination of ex- 
perience so as (1) to improve our knowledge of how to select 
the best assumptions for particular purposes, and (2) to im- 
prove techniques for estimating as precisely as possible the 
outcome to be expected from any assumption or combination 
of assumptions used as a basis for policy decisions. Such 
improvements in economic projections can contribute to eco- 
nomic stability. 

The only way that economists and policymakers can 
review adequately previous economic analyses is to insist 
upon clear, exact statements of the analyses and assump- 
tions, including quantitative estimates for those factors for 
which historical measurements are available in our economic 
statistics.’ 

This year, the staff reviews the materials on the Economic Outlook 
for 1956." 


How did actual output in 1956 compare to the staff estimate of potential 
out put? 


The staff estimate of the potential output for 1956 was $327.4 
billion in prices prevailing in 1947.5 The preliminary estimate of 
gross national product in 1956 in 1947 prices is $330.4 billion.* The 
actual output, therefore, was $3.0 billion or about 0.9 percent above 
the potential. 

How can this difference be accounted for in terms of employment, 
hours of work, and productivity? Employment exceeded the assumed 
long-term trend as the labor force increased 1.5 million, compared to 
an average increase of 800,000-900,000 per year. This could ac- 
count for an excess of output over ‘potential ‘of about $4.3 billion. 
Hours of work were slightly longer than trend, accounting for an ex- 
cess of output of $2.7 Dillion. Finally, output per man-hour in the 


! Report of the Joint Committee on the Economic Report on the January 1956 Economic Report of the 
President, S. Rept. No. 1606, 84th Cong., 2d sess., p. 99. 
? Ibid., pp. 81-98 
Tbid., table 1, p. 88. 
4 January 1957 Economic Report of the President, table E-4, p. 127. 
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private nonfarm sector apparently failed to increase in 1956. This 
resulted in output falling $4.0 billion below the levels possible if out- 
put per man-hour had reached the trend value as then estimated.® 

Clearly output in 1956 was above the computed potentials, accom- 
panied by lower unemployment (3.8 percent) and longer hours of 
work than assumed. Output per man-hour, however, seems to have 
been disappointing, although little confidence can be placed in year- 
to-year movements of this ratio—especially when based on such pre- 
liminary data. As in the past, the staff would stress that temporar 
departures of actual output from the potential are to be elected 
Such departures are not to be interpreted as errors in the projections of 
long-run potentials. 


Potential gross national product, 1956, versus actual 


[Billions of 1947 dollars] 


Potential GNP: January 1956 staff projection._._.............-.---- 327. 4 
Actual varied from potential because: 


Employment was above trend____......-.....---.-- +4.3 
Hours of work were above trend____.__._------- in | ed 
Output per man-hour was below trend_ -_---_-_-_- S . —4.0 
Net excess, actual over potential: 
PRODI 5 «03s nc in sak Ae ee baea aie +3. 0 3. 0 
ROO Ae ee nk i re athe rte an oe ee .9 
Gross national product: preliminary January 1957__...____-_-- 330. 4 


How good a basis for policy were the demand assumptions implicit in 
the Economic Report and the budget? 


The January 1956 Economic Report of the President stated: 


Under current conditions, the economic growth of our 
Nation is limited by industrial capacity and accretions to 
the labo force. When the economy has reached so high 
a level its near-term course is inevitably surrounded by a 
margin of uncertainty, and minor movements can occur 
without involving a change in general trend. Taking recent 
developments all together, it is reasonable to expect that 
high levels of production, employment, and income will be 
broadly sustained during the coming year, and that under- 
lying conditions will remain favorable to further economic 
growth (p. 49). 


The staff analysis estimated that the January 1956 Economic Report 
and the budget probably implied a demand for gross national product 
in 1956 of $400 billion, stated in terms of prices prevailing in the fourth 


S5Ibid. On page 34, it states: “It would appear that the improvement in output per employee man-hour 
which occurred in 1956 was not only less than the rise in 1955 but less than the average recorded for the post- 
war period.” 

At the hearings Ewan Clague testified that changes in labor force and productivity do not change uni- 
formly from year to year. See Hearings, pp. 86-87: 

“Out of the many facts which we know about the labor force, the one which I find most significant at the 
moment is that its growth in any one year cannot be predicted with any certainty. As chart No. 1 shows, 
there was no year from 1950 to 1956 during which actual labor force changes were the same as the amounts that 
might have been expected. However, as the second chart shows, over 8 spin of years the actual additions 
to the working foree have in fact matched the amounts expected by the technicians. This, I believe, high- 
lights one of the conclusions which can be drawn from the data for 1956: growth in the economy does not occur 
on a straight-line year-after-the-year basis. 


‘““When we come to the subject of productivity we discover that what I said about labor force, that almost 
anything can happen in a single year, iseven more true. It is characteristic of productivity trends that they 
do not move uniformly from year to year. A year of rapid expansion may be followed by one of leveling 
off.” 
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quarter of 1955.° This figure must be adjusted in two ways to make 
it comparable to the ac tual figures for 1956. 

First, it must be raised by about 1 percent, or $3.7 billion, to allow 
for revisions in July 1956 of the 1955 benchmark data from which the 
projections were made a year ago. Second, it must be raised by about 
2.3 percent, or $9.3 billion, to adjust for price increases in 1956. 
Combined, these adjustments increase the assumed GNP for 1956 
to $413.0 billion. 

The preliminary figure for 1956 presented in the January 1957 
Economic Report is $412.4 billion.” This is $0.6 billion, or less than 
0.2 percent, below the GNP assumption of a year ago, when adjusted 
as indicated for revisions in data and rises in prices. The staff con- 
siders this difference to be negligible since it is far smaller than the 
possible future revisions of the preliminary data for 1956 now available. 


Demand assumptions of January 1956 versus actual 


{In billions of dollars] 


Gross national product: Assumed January 1956_____.__...._____-_-- 400. 0 
Adjustments for: 

Revision of 1955 benchmark data____.___....._....--__---- 3. 7 

Increase in prices over 4th quarter, 1955__..._.._......._---- 9.3 

Adjusted gross national product__..........__-.-._------ 413. 0 

Gross national product: Preliminary January 1957_......._..___-_-_-- 412, 4 

Amount actual below January 1956 assumption__.__.___._-__- —, § 
PIG soe oxox cesings «beetles chunah dane lanai cident —. 15 


The shortcoming of the analysis as a basis for policy in 1956 was 
the failure to place sufficient emphasis on the prospects for continued 
price rises. That this possibility was apparent to some experts was 
pointed out in the staff materials of a year ago. For example, the 
staff materials stated: 


* * * Taking all factors into account, including the work- 
ing through to the retail level of price increases already i in 
effect at the wholesale level, some experts now expect a 
further moderate rise in the general level of prices into at 
least the first half of this year.’ 


Also: 


At the same time, the hazard must be faced that too per- 
sistent and too strong an effort to avoid even temporary 
departures from a desirable long-run rate of growth may 
make the economy so rigid, may build in such an inflationary 
tendency, that the danger of spiraling prices may quickly 
become the paramount problem. The sharp rise in indus- 
trial prices in the latter half of 1955, when unemployment 
dropped below 4 percent, seasonally adjusted, and output 
rose above the staff-computed long-term trend, suggests 
the danger to be kept in mind.°® 





6 Mr. George Humphrey, Secretary of the Treasury, stated the a oe assumptions underlying the 
estimates of receipts in the Janus ary 1956 budget in Hearings on the J anuary 1956 Economic Report of the 
President, before the Joint Committee on the Economic Report, 84th Cong., 2d sess., p. 82. 

? January 1957 Economic Report of the President, table E-1, p. 123. 

§ Report of the Joint Committee on the Economie Report on the January 1956 Economic Report of the 
President, 8. Rept. 1606, 84th Cong., 2d sess., p. 97. 

* Ibid., pp. 83-84, 
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aspects of the situation, particularly in the following passages: 


Prices continued to increase during early months of 1956 
at about the rate prevailing since June 1955. Overall price 
indexes show less rise than many components since lower 
prices of crude foods and raw materials have been offsetting 
increases in finished goods and services. ‘The recent 6 per- 
cent increase in railroad freight rates and steel price rises 
now in prospect are among the harbingers of continued price 
rises during the year. 

* * * cad * 


On balance, the changes in economic indicators in recent 
months reinforce the view that overall restrictive govern- 
mental policy continues to be warranted. As always, there 
are factors which may be pointed to on the deflationary side. 
These seem to be outweighed, however, by other considera- 
tions. 

Some of the present inflationary forces do not appear to 
be sustainable, and if not now restrained, give prospect of 
creating maladjustments. The recent rises in industrial 
prices, “stock market prices, inventory accumulation, and 
bank credit expansion are cases in point. The force of these 
upward pressures, coupled with foreseeable further increases 
in steel and other prices, freight rates, and wage rates tend 
to fan the inflationary forces into a speculative over-exuber- 
ance which increases the risks of reversal if allowed to run 
undampened. 

Given this preponderance of inflationary influences at the 
moment, what are the implications for public policy in the 
monetary and fiscal fields? 





10 Staff Memorandum, dated Apnil 18, 1956, The Economic Situation and Outlook. 
January 1957 Economic Report of the President, pp. 616-618.) 





about 6 weeks later, on April 18, 1956, in 
a Memorandum to the committee,’® which stressed the inflationary 


(See Hearings on the 
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APPENDIX 





CHECKLIST OF PURLICATIONS OF THE JoINT Economic ComMItTTEs * 
January 1947—March 1957 


*Declaring a National Policy on Employment, Production, and Pur- 
chasing Power (Report of the Jomt Committee on the Economic 
Report), Senate Report No. 11: January 1947. 

Food Prices. Production, and Consumption (Report of the Joint 
Committee on the Economie Report), Senate Document 113: 
April 1947. 

*Hearings on Current Price Developments and the Problem of 
<conomic Stabilization (June 24, 25, 26, July 2, 8, 9, 10, 14, 15, 
16, and 17, 1947): July 1947. 

*Interim Report on the President's Program To Deal with the Problems 
of Inflation (Report of the Joint Committee on the Economic 
Report), Senate Report 809: December 1947. 

*Hearings on Anti-inflation Program as Recommended in the Presi- 
dent’s Message of November 17, 1947 (November 21, 24, 25, 26, 
28, December 2, 3, 4, 5, and 10, 1947): December 1947. 

*Allocation and Inventory Control of Grain for the Production of Ethyl 
Alcohol (Report of the Joint Committee on the Economic Report), 
Senate Report 888: February 1948. 

*Hearings on Allocation of Grain for Production of Ethyl Alcohol 
(February 5 and 6, 1948): February 1948. 

High Prices of Consumer Goods (Report of the Joint Committee on 
the Economic Report), Senate Report 1565: June 1948. 

Hearings on Increases in Steel Prices (March 2, 1948). 

*Joint Economie Report (Report of the Joint Committee on the 
Economic Report on the January 1948 Economic Report of the 
President), Senate Report 1358: May 1948. 

*Hearings on Credit Policies (April 13 and 16, May 12, 13, 27, 1948): 
July 1948. 

*Statistical Gaps, Current Gaps in Our Statistical Knowledge (materials 
assembled by the staff of the Joint Committee on the Economic 
Report), committee print: July 1948. 

Consumers’ Price Index (materials assembled by the staff of the Joint 
Committee on the Economie Report), committee print: December 
1948. 

*Hearings on Profits (December 6, 7, 8, 9, 10, 15, 16, 17, 20, 21, 1948): 
December 1948. 

Profits (Report of a Subcommittee of the Joint Committee on the 
Economic Report on Profits Hearings), committee print: February 
1949. 








! Single copies of the publications listed may be obtained from the Joint Economic Committee except as 
otherwise noted. Additional copies of committee publications may be purchased from the Superintendent 
of Documents Washington 25, D. C., at the price given. The prices shown are for single copies. There 
is a discount for quantity orders. Out-of-print publications are denoted by an asterisk. 
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Hearings, January 1949 Economic Report of the President (February 
8, 9, 10, 11, 14, 15, 16, 17, 18, 1949): March 1949. 

Joint Economic Report (Report of the Joint Committee on the Economic 
Report on the January 1949 Economic Report of the President), 
Senate Report 88: March 1949. 

Joint Economic Report (minority views of the Joint Committee on the 
Economic Report on the January 1949 Economic Report of the 
President), part LI of Report 88: April 1949. 

Employment and Unemployment (initial report of the Subcommittee 
on Unemployment), committee print: July 1949, 

*Kconomy of the South (the impact of Federal policies on the economy 
of the South), committee print: July 1949. 

Factors Affecting the Volume and Stability of Private Investment (mate- 
rials on the investment problem assembled by the staff of the Sub- 
committee on Investment) Senate Document 232 (sale price, 60 
cents): September 1950; reprinted from committee print of October 
1949. 

*Hearings, Subcommittee on Monetary, Credit, and Fiscal Policies, 
Federal Expenditure and Revenue Policies, September 23, 1949 
(containing National Planning Association reports prepared by 
Conference of University Economists): October 1949. 

*Selected Government Programs Which Aid the Unemployed and Low- 
Income Families (materials assembled by the staffs of the Subcom- 
mittee on Unemployment and the Subcommittee on Low-Income 
Families), committee print: November 1949. 

Low-Income Families and Economic Stability (materials on the prob- 

, lem of low-income families assembled by the staff of the Subcom- 
mittee on Low-Income Families), Senate Document 231 (sale price, 
35 cents): September 1950; reprinted from committee print of 

November 1949. 

Compendium of Materials on Monetary, Credit, and Fiscal Policies (a 
collection of statements submitted to the Subcommittee on Mone- 
tary, Credit, and Fiscal Policies by Government officials, bankers, 
economists, and others), Senate Document 132 (sale price, $1): 
January 1950; reprinted from committee print of November 1949 

Hearings, Subcommittee on Investment, Volume and Stability of Pri- 
vate Investment, Part 1 (September 27, 28, 29, 1949): November 
1949. 

Basie Data Relating to Steel Prices (materials assembled by the staff 
of the Joint Committee on the Economic Report for use in steel 
hearings), committee print: January 1950. 

Highways and the Nation’s Economy (materials assembled by the staff 
of the Joint Committee on the Economic Report), Senate Document 
145 (sale price, 20 cents): January 1950. 

*Hearings, Subcommittee on Monetary, Credit, and Fiscal Policies, 
Monetary, Credit, and Fiscal Policies (September 23, November 
16, 17, 18, 22, 23, and December 1, 2, 3, 5, 7, 1949): January 1950. 

Monetary, Credit, and Fiscal Policies (Report of the Subcommittee on 
Monetary, Credit, and Fiscal Policies), Senate Document 129 (sale 
price, 15 cents): January 1950. 

*Kmployment and Unemployment (Report of the Subcommittee on 
Unemployment), Senate Document 140 (sale price, 30 cents): 
February 1950. 
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*Hearings, Subcommittee on Investment, Volume and Stability of 
Private Investment, Part 2 (December 6, 7, 8, 9, 12, 13, 14, 15, 17, 
1949): February 1950. 

Hearings, Subcommittee on Low-Income Families, Low-Income Fam- 
ilies (December 12, 13, 14, 15, 16, 17, 19, 20, 21, 22): March 1950. 

*Hearings, January 1950 Economic Report of the President (January 
17, 18, 19, 20): February 1950. 

Hearings, December 1949 Steel Price Increases (January 24, 25, 26, 
27): March 1950. 

*Low-Income Families and Economic Stability (final report of the Sub- 
committee on Low-Income Families), Senate Document 146 (sale 
price, 15 cents): March 1950. 

Volume and Stability of Private Investment (final report of the Sub- 
committee on Investment), Senate Document 149 (sale price, 15 
cents): March 1950. 

December 1949 Steel Price Increases (Report of the Joint Committee 
on the Economic Report), Senate Report 1373 (sale price 20 cents) : 
March 1950. 

Handbook of Regional Statistics (material assembled by the staff of 
the Joint Committee on the Economic Report), committee print 
(sale price $1): April 1950. 

Joint Economic Report (Report of the Joint Committee on the Eco- 
nomic Report on the January 1950 Economic Report of the Presi- 
dent), Senate Report 1843 (sale price 35 cents): June 1950. 

General Credit Control, Debt Management, and Economie Mobilization 
(materials prepared by the staff of the Joint Committee on the 

“conomic Report), committee print (sale price 25 cents): January 
1951. 

Underemployment of Rural Families (materials prepared by the staff 
of the Joint Committee on the Economic Report), committee 
print (sale price 20 cents): February 1951. 

The Economic and Political Hazards of an Inflationary Defense Econ- 
omy (materials prepared by the staff of the Joint Committee on 
the Economic Report), committee print (sale price 30 cents): 
February 1951. 

Hearings, January 1951 Economic Report of the President (January 
22, 24, 25, 26, 29, 31, February 2): March 1951. 

Joint Economic Report (Report of the Joint Committee on the Eco- 
nomic Report on the January 1951 Economic Report of the Presi- 
dent), Senate Report 210 (sale price 30 cents): April 2, 1951. 

Making Ends Meet on Less Than $2,000 a Year, Case Studies of 100 
Low-income Families (communication to the Joint Committee on 
the Economic Report from the Conference Group of Nine National 
Voluntary Organizations Convened by the National Social Wel- 
fare Assembly), committee print (sale price 35 cents): July 1951. 

Prevalence of Price Cutting of Merchandise Marketed Under Price- 
Maintenance Agreements, May 28 through June 25, 1951 (study pre- 
pared for the Joint Committee on the Economic Report and the 
Select Committee on Small Business), committee print: July 1951. 

The Need for Industrial Dispersal (materials prepared for the Joint 
Committee on the Economic Report by the committee staff), Sen- 
ate Document 55 (sale price 30 cents): August 1951. 

*National Defense and the Economic Outlook (materials prepared for the 
Joint Committee on the Economic Report by the committee staff), 
committee print: August 1951. 
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Inflation Still a Danger (report of the Joint Committee on the Eco- 
nomic Report together with materials on national defense and the 
economic outlook included in committee print mentioned above), 
Senate Report 644 (sale price 15 cents): August 1951. 

Questions on General Credit Control and Debt Management (prepared by 
staff of the Subcommittee on General Credit Control and Debt 
Management of the Joint Committee on the Economic Report), 
committee print (sale price 15 cents): October 1951. 

Monetary Poliey and the Management of the Publie Debt. Their Role 
in Achieving Price Stability and High-Level Employment (replies 
to questions and other material for the use of the Subcommittee on 
General Credit Control and Debt Management) ( (sale price: Part I, 
$1.75; Part Ll, $2.50): February 195: 

Hearings, January 1952 Economic Sent of the President (January 
23, 24, 25, 26, 28, 30, 31, February 1) (sale price $1.25): February 
1952. 

Constitutional Limitation on Federal Income, Estate, and Gift Tax Rates 
(materials assembled for the Joint Committee on the Economic 
Report and the Select Committee on Small Busmess of the House 
of Representatives), committee print (sale price 15 cents): Febru- 
ary 1952. 

Joint Economic Report (Report of the Joint Committee on the Eeo- 
nomic Report on the January 1952 Economic Report of the Presi- 
dent together with National Defense and the Economic Outlook for 
the Fiscal Year 1953, materials prepared for the Joint Committee on 
the Economic Report by the Committee staff), Senate Report No. 
1295 (sale price, 35 cents): March 1952. 

The Taxation of Corporate Surplus Accumulations, The Application 
and Effect, Real and Feared, of Section 102 of the Internal Revenue 
Code dealing with Unreasonable Accumulation of Corporate Profits 
(study prepared for the Joint Committee on the Economic Report 
by Dr. J. K. Hall), committee print (sale price 55 cents): May 1952 

*Hearings, Subcommittee on General Credit Control and Debt Man- 
agement, Monetary Policy and the Management of the Public 
Debt (March 10, 11, 12, 13, 14, 17, 18, 19, 20, 21, 24, 25, 26, 27, 28, 
and 31, 1952) (sale price $2.25); May 1952. 

Monetary Policy and the Manage ment of the Public Debt (Report of the 
Subcommittee on General Credit Control and Debt Management) 
Senate Document No. 163 (sale price 25 cents): July 1952. 

Federal Tax Changes and Estimated Revenue Losses under Present Law 
(Materials prepared for the Joint Committee on the Economic Re- 
port by the Committee Staff), committee print: November 1952. 

Sustaining Economic Forces Ahead (Materials prepared for the Joint 
Committee on the Economic Report by the Committee Staff), eom- 
mittee print (sale price 20 cents): Dec ‘ember 1952. 

Pensions in the United States (A Study prepared for the Jomt Com- 
mittee on the Economic Report by the National Planning Associa- 
tion), committee print (sale price 30 cents): December 1952. 

Index of Joint Economic Publications: January 1947 through Decem- 
ber 1952. Committee print (sale price 55 cents): January 1953. 
*Historical and Descriptive Supplement to Economic Indicators (sale 

price 30 cents): December 1953. 

Hearings, January 1954 Economic ah of the President (February 
1, 2, 3, 4, 5, 8, 9, 10, 11, 15, 16, 17, 18) (sale price: $3.00): March 
1954. 
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Joint Economic Report (Report of the Joint Committee on the Eco- 
nomic Report on the 1954 Economic Report of the President), 
House Report No. 1256 (sale price 30 cents): February 1954. 

Hearings, Subcommittee on Economic Statistics, Economic Statisties 
(July 12 and 13, 1954) (sale price $1.50): August 1954. 

Economic Statistics (Progress Report prepared by the Subcommittee 
on Economic Statistics). House Report No. 2628: August 1954. 

Congressional Action on Major Economic Recommendations of the Presi- 
dent, 1954 (Materials prepared by the Joint Committee on the Eco- 
nomic Report by the Committee Staff), committee print: September 

1954. 

Potential Economic Growth of the United States During the Next Decade 
(Materials prepared for the Joint Committee on the Economic Re- 
port by the Committee Staff), committee print (sale price 15 cents): 
October 1954. 

Hearings, Subcommittee on Economic Stabilization, United States 
Monetary Policy: Recent Thinking and Experience (December 6 
and 7, 1954) (sale price $1.25): December 1954. 

Trends in Economie Growth, A Comparison of the Western Powers and 
the Soviet Bloe (Materials prepared for the Joint Committee on the 
Economic Report by the Legislative Reference Service of the Library 
of Congress), committee print (sale price $1): January 1955. 

*Hearings, January 1955 Economic Report of the President (January 
24, 26, 27, 28, 31, February 1, 2, 3, 8, 9, 10, and 16, 1955) (sale price 
$3.50): February 1955. 

Joint Economic Report (Report of the Joint Committee on the Eco- 
nomic Report on the 1955 Economic Report of the President), 
Senate Report No. 60 (sale price 30 cents): March 1955. 

Historical and Descriptive Supplement to Economie Indicators (sale price 
40 cents): November 1955. 

Hearings, Subcommittee on Economic Stabilization, Automation and 
Technological Change (October 14, 15, 17, 18, 24, 25, 26, 27, and 28, 
1955) (sale price $2.00): November 1955. 

Automation and Technological Change (Report of the Subcommittee 
on Economic Stabilization) committee print, November 1955 (sale 
price 10 cents): became Senate Report No. 1308, January 1956. 

Hearings, Subcommittee on Economie Statistics, Reports of Federal 
Reserve Consultant Committees on Economic Statistics (July 19 
and 26, October 4 and 5, 1955) (sale price $2.25): November 1955. 

Hearings, Subcommittee on Economic Statistics, Employment and 
Unemployment Statistics (November 7 and 8, 1955) (sale price 
45 cents): November 1955. 

1955 Report on Economie Statistics (Report of the Subcommittee on 
Economic Statistics) committee print, November 1955 (sale price 
15 cents): became Senate Report No. 1309, January 1956. 

Federal Tax Policy for Economie Growth and Stability (Papers sub- 
mitted by panelists appearing before the Subcommittee on Tax 
Policy), committee print (sale price $2.50): November 1955. 

Hearimgs, Subcommittee on Tax Policy, Federal Tax Policy for Eco- 
nomie Growth and Stability (December 5, 6, 7, 8, 9, 12, 13, 14, 15, 
and 16, 1955) (sale price $2.00): January 1956. 

Federal Tax Policy for Economie Growth and Stability (Report of the 
Subcommittee on Tax Policy) committee print, December 1955 
(sale price 10 cents): became Senate Report No. 1310, January 1956. 
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The Federal Revenue System: Facts and Problems (Materials assem- 
bled for the Subcommittee on Tax Policy by the Committee Staff), 
committee print (sale price 55 cents): January 1956. 

Characteristics of the Low-Income Population and Related Programs 
(Materials prepared by the staff of the Subcommittee on Low- 
Income Families), committee print (sale price 60 cents): October 
1955. 

Hearings, Subcommittee on Low-Income Families, Low-Income Fami- 
lies (November 18, 19, 21, 22, and 23, 1955) (sale price $2.00): 
December 1955. 

A Program for the Low-Income Population at Substandard Levels of 
Living (Report of the Subcommittee on Low-Income Families), 
committee print, December 1955 (sale price 10 cents); became 
Senate Report No. 1311, January 1956. 

Hearings, Subcommittee on Foreign Economic Policy, Foreign Eco- 
nomic Policy (November 9, 10, 14, 15, 16, 17, 1955) (sale price 
$1.75): December 1955. 

Foreign Economic Policy (Report of the Subcommittee on Foreign 
Economic Policy), committee print, December 1955 (sale price 
15 cents); became Senate Report No. 1312, January 1956. 

Hearings, January 1956 Economic Report of the President (January 
31, February 1, 2, 3, 6, 7, 8, 9, 14, 15, 17, and 28, 1956) (sale price 
$2.00): March 1956. 

Joint Economic Report (Report of the Joint Committee on the Eco- 
nomic Report on the 1956 Economic Report of the President): 
Senate Report No. 1606 (sale priee 35 cents): March 1956. 

Hearings, Subcommittee on Economic Stabilization, Conflicting Of- 
ficial Views on Monetary Policy: April 1956 (June 12, 1956) (sale 
price 20 cents): June 1956. 

Hearings, Subcommittee on Foreign Economic Policy, Defense Essen- 
tiality and Foreign Economic Policy (June 4, 5, 6, and 7, 1956) 
(sale price $1.50): July 1956. 

Defense Essentiality and Foreign Economic Policy, Case Study: Watch 
Industry and Precision Skills (Report of the Subcommittee on 
Foreign Economic Policy), Senate Report No. 2629, Parts I and II 
(sale price 15 cents with Part II): July 1956. 

Hearings, Subcommittee on Economic Stabilization, Monetary Policy: 
1955-56 (December 10 and 11, 1956) (sale price 45 cents): January 
1957. 

Hearings, Subcommittee on Foreign Economic Policy, World Eco- 
nomic Growth and Competition (December 10, 12, and 13, 1956) 
(sale price 45 cents): February 1957. 

Hearings, Subcommittee on Economic Stabilization, Instrumentation 
and Automation (December 12, 13, and 14, 1956) (sale price 75 
cents): February 1957. 

Employment Act of 1946, as Amended, and Related Laws, and Rules of 
the Joint Economic Committee (prepared by staff of the Joint Eco- 
nomic Committee) committee print: 1957. 

Hearings, January 1957 Economic Report of the President (January 
28, 29, 30, 31, February 1, 4, 5, 6) (sale price $2.25): February 1957. 

Joint Economic Report (Report of the Joint Economic Committee on 
the 1957 Economic Report of the President): H. Rept. No. 175 
(sale price 25 cents): February 1957. 

Economic Indicators (a monthly publication of the Congress under 
Public Law 120, 8ist Cong., 1st sess.) (sale price 20 cents a copy, 
$2.00 a year): Issued monthly. 
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85TH CONGRESS HOUSE OF REPRESENTATIVES { Report 
1st Session ‘ No. 176 





AUTHORIZING THE COMMITTEE ON AGRICULTURE TO MAKE 
INVESTIGATIONS INTO CERTAIN MATTERS WITHIN ITS JURIS- 
DICTION, AND FOR OTHER PURPOSES 





Marcu 1, 1957.—Referred to the House Calendar and ordered to be printed 





Mr. Smrra of Virginia, from the Committee on Rules, submitted the 
following 


REPORT 


(To accompany H. Res. 157] 


The Committee on Rules, having had under. consideration House 
Resolution 157, report the same to the House with the recommenda- 
tion that the resolution do pass with the following amendments: 

Page 1, line 1, change the figure “3” to “4”. 

Page 3, line 4, strike the words “‘or outside” and “‘is in’, 

Page 3, line 5, strike out “‘session,”’. 

Page 3, line 6, strike out “to use such gov-”’. 

Page 3, line 7, strike out “ernmental facilities without reimburse- 
ment therefor,’’. 

Page 3, line 11, change the colon to a period, and strike out: “Pro- 
vided, That hearings’’. 

Page 3, lines 12 through 15, strike out all of lines 12, 13, 14, and 
through the period on line 15. 

O 
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85rn CoNGRESS HOUSE OF REPRESENTATIVES f Report 
1st Session No. 177 





CONSIDERATION OF H. R. 4901 


Marcu 1, 1957.—Referred to the House Calendar and ordered to be printed 


Mr. Smrru of Virginia, from the Committee on Rules, submitted the 
following 


REPORT 


[To accompany H. Res. 181] 


The Committee on Rules, having had under consideration House 
Resolution 181, report the same to the House with the recommenda- 
tion that the resolution do pass, 


O 
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REGULATION OF SAVINGS AND LOAN HOLDING 
COMPANIES 





Marcu 1, 1957.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. Spence, from the Committee on Banking and Currency, 
submitted the following 


REPORT 


[To accompany H. R. 4135] 


The Committee on Banking and Currency, to whom was referred 
the bill (H. R. 4135) to promote and preserve local management of 
savings and loan associations by protecting them against encroach- 
ment by holding companies, having considered the same, report 
favorably thereon with amendments and recommend that the bill as 
amended do pass. 

The amendments are as follows: 

Page 2, line 3, after “section”, insert ‘‘(except when used in sub- 
section (f))’’. 

Page 2, lines 10, 12, and 16, after “institution”, insert “or other 
organization”. 

age 4, strike out line 8 and all that follows down through line 7 on 
page 5, and insert the following: 


“(e) If, in the opinion of the Federal Home Loan Bank 
Board, any company holds control of an institution and such 
control was acquired in violation of subsection (c) or re- 
tained in violation of subsection (d), it shall give such 
company notice that if it does not divest itself of such 
control within thirty days an action will be brought to force 
the divestiture thereof. Notice given to such institution 
shall constitute notice to such company for purposes of the 
preceding sentence. If such company does not dispose of so 
much of the stock of such institution, or take such other 
action, or both, as may be necessary to divest itself of such 
control within thirty days after the receipt of such notice, 
the Board shall, without regard to any statute of limitation, 
institute in the United States district court for the district 
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in which the principal office of such institution is located, 
and prosecute to final satisfaction, an action to require 
divestiture of such eontrol. Process in any such action 
may be served in any district in which such company trans- 
acts business or wherever it may be found. The United 
States district courts shall have jurisdiction of all actions 
brought under this subsection, and in view of the fact that 
the questions involved are of general public importance, shall 
hear and determine such actions with all reasonable prompt- 
ness. Any such action shall be brought by the Federal Home 
Loan Bank Board in its own name and may, in the discretion 
of the Board, be prosecuted through its own attorneys. All 
expenses of the Board under this subsection shall be consid- 
ered as nonadministrative expenses.” 


Page 5, after line 7, insert the following: 


“(f) It shall be unlawful, on or after the date of the enact- 
ment of this section, for any insured institution which is 
controlled by a company— 

(1) to invest any of its funds in the stock, bonds, 
debentures, or other obligations of such company or of 
any other organization controlled by such company; 

(2) to accept the stock, bonds, debentures, or other 
obligations of such company, or of any other organiza- 
tion controlled by such company, as collateral security 
for advances made to such company or organization or 
to any other person; except that such institution may 
accept, and hold for a period not exceeding two years, 
such stock, bonds, debentures, or other obligations as 
security for debts contracted prior to the acquisition of 
such control; 

(3) to purchase securities or other assets or obligations 
under repurchase agreement from such company or from 
any other organization controlled by such company; and 

(4) to make any loan, discount, or extension of credit 
to such company or to any other organization controlled 
by such company. 

Except as otherwise provided by regulation by the Federal 
Home Loan Bank Board, a non-interest-bearing deposit with 
a bank, to the credit of an insured institution, shall not be 
deemed to be a loan, discount, or extension of credit to such 
bank for purposes of this subsection. As used in this sub- 
section, the term ‘organization’ means a corporation, busi- 
ness trust, association, partnership, or similar organization.” 


PURPOSE OF THE BILL 


The bill prohibits any holding company from acquiring control of 
two or more savings and loan associations if the savings accounts in 
the associations are insured by the Federal Savings and Loan Insur- 
ance Corporation. It also denies FSLIC insurance to any uninsured 
savings and loan association if it is controlled by a holding company 
which also controls an insured savings and loan association. Finally, 
the bill as reported prohibits any insured savings and loan association 
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controlled by a holding company from making any loan to the holding 
company or any of its subsidiaries. 

The bill does not have any retroactive effect. That is, it would not 
require an existing holding company to divest itself of an insured 
association it now controls. But the company could not acquire 
control of any additional insured association. 


DEVELOPMENT OF SAVINGS AND LOAN ASSOCIATIONS 


The first savings and loan association in this country was established 
in 1831, with 37 members. The members agreed to pay an initiation 
fee and to make small monthly payments into the association, for 
which they received shares of withdrawable stock in the association. 
It was agreed that after enough money had been paid in, the associa- 
tion would make loans to members, to build or buy homes. Members 
could withdraw from the association by giving 1 month’s notice. On 
withdrawal, a member was to be repaid the amount he had paid into 
the association, minus 5 percent. The association was to continue 
until each member had had a chance to get his house. On dissolution, 
the balance in the treasury was to be divided among the members, 
according to the shares held. 

By the end of 1956, there were over 6,000 savings and loan associa- 
tions in the United States, with combined assets of about $43 billion. 
Currently, these institutions are making more than one-third of all 
home loans in this country; more than any other type of lender. Some 
3,700 of these institutions, with assets of $39 billion, are insured by 
the Federal Savings and Loan Insurance Corporation. While the 
great majority of savings and loan associations are mutuals like the 
original 1831 association, some 400 associations are permanent stock 
companies. That is, they have issued shares of permanent stock, like 
an ordinary business corporation, and the association is owned by 
these stockholders, who are separate and distinct from the people who 
have savings accounts in the association. While there are several 
ways a holding company might gain contro] of an association, the 
simplest way is by ea a controlling interest in the permanent 
stock of a stock association. This has been the method used in all 
instances which have been brought to the committee’s attention. 

Over the years, the savings and loan associations have changed in 
many ways, but they have kept their essential characteristics. They 
are still devoted to encouraging thrift and home ownership, and they 
are still community institutions, managed by local people. The 

eat bulk of their loans are for homes located within 50 miles of the 

ome office, and the funds to make these loans come, for the most 
part, from the people of the community, who have steadily increased 
their savings accounts in these institutions. 


SAVINGS AND LOAN HOLDING COMPANIES 


The 84th Congress enacted the Bank Holding Company Act of 
1956, to regulate holding companies in the field of commercial banking. 
While holding companies have never operated in the savings and loan 
industry to an extent even remotely comparable to their operations 
in the field of banking, a few savings and loan holding companies 
now exist, and there are indications that unless legislation is enacted 
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they will rapidly increase in size and number. While the Congress 
was debating the Bank Holding Company Act, at least two holding 
companies acquired control of savings and loan associations. One 
of these has more than doubled its assets in the short time it has been 
in existence. 

LOCAL OWNERSHIP AND CONTROL 


Any such expansion of the holding company type of operation in 
the savings and loan industry would pose a serious threat to its tra- 
ditions of local ownership and local management. ‘These traditions 
should be maintained. ‘The customers of these institutions should not 
be subjected to the redtape and impersonality of absentee ownership. 
The home borrower should be able, as he is now, to discuss his problems 
and needs with the actual managers of the institution, rather than with 
mere representatives of a far-away national organization. Since 
most of the institution’s loans are made on property within a 50-mile 
radius of its office, the managers should be part of the community. 
They should know the people who live there and be thoroughly familiar 
with local real estate and business conditions. With this knowledge, 
they can deal with delinquent loans, for example, on a case-by-case 
basis, making proper allowances for the circumstances of each case, 
rather than rigidly applying rules prescribed by absentee management. 


PROTECTION AGAINST CONCENTRATION OF ECONOMIC CONTROL 


The Congress has already acted to prevent undue concentration of 
economic control through the holding-company device in the field of 
commercial banking. That legislation was enacted only after pro- 
tracted hearings and debate. It was necessarily complex, because 
many bank holding companies had become established, with wide 
holdings in both banking and other businesses, and assets in the 
billions of dollars. In one State, a bank holding company through 
its controlled banks held three-fourths of all bank deposits in the 
State. While no comparable situation now exists in the savings and 
loan field, it could develop. The holding-company device could be 
used in the savings and loan field to circumvent State and Federal 
restrictions on branches, just as it was in the field of banking. Action 
to prevent it should be taken now, while there are relatively few 
savings and loan holding companies. 


POSSIBLE ABUSES IN HOLDING COMPANY OPERATIONS 


While the committee does not desire in any way to question the 
character and integrity of the individuals associated with the few 
existing savings and loan holding companies, the holding company 
method of operation is susceptible to abuse by unscrupulous promoters, 
There was testimony before the committee that in the 1920’s promoters 
made enormous profits out of unscrupulous transactions in savings 
and loan holding companies. Other possibilities exist for self-dealing 
between a controlled savings and loan association and its parent com- 
pany or one of the parent’s subsidiaries. At the suggestion of the 

ederal Home Loan Bank Board, the committee adopted an amend- 
ment to the bill to prevent a controlled association from making a 
loan to the parent company or any of its subsidiaries. One of the 
fundamental rules of sound lending is that the parties concerned deal 
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at arm’s length. This amendment would preserve this sound and 
tested lending requirement with respect to institutions whose loanable 
funds are derived almost entirely from the general public. 


HOLDING COMPANIES WILL NOT PROVIDE CAPITAL FOR SAVINGS AND 
LOAN ASSOCIATIONS 


When the committee considered the Bank Holding Company bill in 
the last Congress one of the arguments advanced for bank holding 
companies was that they provided a source of equity capital for their 
subsidiary banks and certain witnesses developed the fact that holding 
companies had raised considerable capital for the purpose of augment- 
ing the capital structures of subsidiary banks. The same argument 
does not appear applicable in the case of a holding company for savings 
and loan associations. The limited experience which has been had 
with holding companies in the savings and loan field does not indicate 
that the holding company uses its funds to augment the equity position 
of its subsidiary savings and loan associations. Among the approxi- 
mately 400 stock savings and loan institutions equity capital occupies 
a relatively small position. For instance, at the close of 1955 these 400 
stock companies held total assets of $3.9 billion. The combined 
equity stock of these associations was only $61.8 million or less than 
2 percent of total assets. Reserves, surplus, and undivided profits 
on the other hand amounted to $249.8 miltion or more than four times 
stated book equity capital. In other words the equity cushion back 
of the operations of these associations came primarily from retained 
earnings rather than from stock investment. 


CONTROL BY BANK HOLDING COMPANIES 


In its testimony in support of the bill, the Federal Home Loan 
Bank Board called the attention of the committee to the fact that a 
bank holding company now owns several banks and also two savings 
and loan associations, one of which is not insured. The Board pointed 
out that this has had unfortunate results. For example, the holding 
company has combined its banks with its savings and loan associations 
in its advertising, and has accepted savings for at least one of its 
savings and loan associations in the lobby of one of its banks. This 
is not only confusing to the public, but in effect permits the use of 
banks as branches of savings and loan associations. 

The Board recommended that this bill be amended to deal with 
this situation. While the committee agrees with the Board that bank 
holding companies should not own savings and loan associations, the 
committee believes that the existing provisions of the Bank Holding 
Company Act of 1956 are quite adequate to cover this problem. 
Under section 4 of that act, a bank holding company is prohibited 
from acquiring ownership or control of any business other than a 
bank. Furthermore, any bank holding company which owned or 
controlled any business other than a bank on the date the act. was 
enacted must get rid of the unrelated business by May 9, 1958. 
While it is true that section 4 contains an exemption for businesses 
closely related to banking, it seems obvious that the savings and loan 
business is not so closely related as to come within that exemption. 
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6 REGULATION OF SAVINGS AND LOAN HOLDING COMPANIES 


SUMMARY OF THE PROVISIONS OF THE BILL 


The scope of the bill is limited in various ways. It would be 
prospective in its application and would not affect any relationships 
which already exist between savings and loan associations and com- 
panies exercising control over them. ‘The bill adds a new section 408 
to title IV of the National Housing Act and makes the regulation of 
savings and loan holding companies an aspect of the existing Federal 
program of insurance under that title. Therefore, it does not affect 
any savings and loan association unless the accounts of such association 
are insured under that title or it is an applicant for insurance under 
that title. Finally, it would not be concerned with control by a 
company of one savings and loan association, but would deal only 
with the situation where two or more such associations are controlled 
by the same company. In this respect it follows the precedent 
established by the Bank Holding Company Act of 1956. 

The references contained in the following discussion of the bill, 
unless otherwise indicated, are references to the provisions of the 
new section 408. 

Subsection (a) contains definitions of the terms “company”, 
“stock”, and “control”. Taken together these definitions prescribe, 
in as much detail as the committee considered practicable and appro- 
priate, the conditions under which control of a savings and loan associ- 
ation by a holding company will be found to exist. Paragraph (1) 
defines the term “company” to include any corporation, business 
trust, association, or similar organization, but to exclude the Federal 
Savings and Loan Insurance Corporation, partnerships, and companies 
the majority of the shares of which is owned by the United States or by 
a State. Paragraph (2) defines the term “stock” to include non- 
withdrawable stock, underlying ownership stock other than mutual 
shares in a mutual institution, permanent stock, guaranty stock, and 
any other stock which is defined in regulations of the Federal Home 
Loan Bank Board as stock of a similar nature. Paragraph (3) would 
provide that a company shall be considered as having control of a 
savings and loan association if it owns, controls, or holds with power to 
vote more than 10 percent of such association’s stock, or if the Federal 
Home Loan Bank Board determines, after notice and hearing, that 
such company exercises a controlling influence over such association’s 
management and policies; the latter provision was included because of 
the possibility of actual control being exercised through management 
contracts, voting trusts, interlocking directorates, or other methods 
not involving measurable stock ownership. The committee has no 
intention of subjecting a bank, trust company, or similar institution to 
the provisions of the new section 408 solely because it has custody of 
stock giving it technical control over a savings and loan association 
in its capacity as the administrator of one or more estates or the 
executor of one or more wills, but did not consider it necessary to 
include in the bill a specific exemption for such cases. 

The bill is designed to deal with the savings and loan holding com- 
pany problem in two ways: First, by prohibiting the insurance of the 
accounts of any institution which is under common control with an 
insured institution, and second, by prohibiting the acquisition by any 
company of control of more than one insured institution. 

Subsection (b) would require the Federal Savings and Loan 
Insurance Corporation to reject any application hereafter made by 
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& savings and loan association for insurance of its accounts if such 
association is controlled by a company and such company also con- 
trols another institution which is insured under title IV or bse applied 
for such insurance. If any such application should be determined 
by the Federal Home Loan Bank Board, after notice and hearing, to 
have been erroneously approved, the Board would be dinected by 
subsection (b) to terminate the association’s insured status (under 
substantially the same procedures and subject to the same safeguards 
as those which are provided by section 407 of the National Housing 
Act with respect to terminations of insured status on account of 
unsafe or unsound practices or violations of law) or, at its election, 
to require the controlling company to divest itself of control of such 
oe romney The procedure for requiring such divestiture is discussed 
below. 

Subsection (c) makes it unlawful for a company hereafter to acquire 
the control of two or more insured institutions, whether the acquisition 
of such control occurs simultaneously or at different times. Acquisi- 
tion of the control of the second such institution would constitute a 
violation of this subsection even though the first such institution was 
acquired before the enactment of the bill. Acquisitions in any form 
would be prohibited. For example, the acquisition of a controlling 
interest in stock as the beneficiary of a will, or the acquisition of such 
an interest through a reduction in the total stock outstanding, would 
be covered. Subsection (d) contains an exception to the prohibition 
in subsection (c), providing that a company may lawfully acquire 
control of the second such institution and retain it for a period not 
exceeding 1 year if such control is in the form of stock acquired pur- 
suant to a pledge or hypothecation to secure a loan or in connection 
with the liquidation of a loan. 

Subsection (e) would provide a civil remedy in cases where a coms 
pany acquires control of two or more insured institutions in violation 
of subsection (c) or retains control of such an institution for a longer 
period than is permitted under subsection (d). If, in the opinion of 
the Federal Home Loan Bank Board, any company holds control of 
an institution acquired in violation of this section, it would give such 
company 30 days in which to divest itself of such control. If at the 
end of such 30-day period the company has not complied, the Board 
would bring an action (in its own name and, if it so desires, through 
its own attorneys) in the United States district court for the district 
in which the principal office of the insured institution concerned is 
located, to require divestiture of such control. The original 30-da 
notice could be given either to the controlling company or to suc 
insured institution. Process could be served on the company wherever 
it transacts business or wherever it can be found. Actions brought 
under this subsection would be in the form of original actions to 
compel compliance with the law. In the typical case where control 
is exercised through the purchase of stock, the question of control as 
well as the other questions in the case would be decided by the court 
solely on the basis of evidence in the court action. If the case involves 
control of another kind, such as control through a management con- 
tract, the Board would first hold a hearing to determine whether 
control exists. If it finds on the basis of that hearing that control 
exists and in its opinion control was acquired in violation of the act, 
it would bring action to require divestiture. In such an action the 
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question of whether control exists would be determined on the basis 
of the record made by the parties in the hearing before the Board. 

As indicated above, the Federal Home Loan Bank Board could 
elect under the bill to require a company to divest itself of control 
over an insured institution, rather than terminating the insured status 
of the institution, where the application of the institution for such 
insurance should have been rejected (at the time it was made) because 
the institution was then already under the control of a holding com- 
pany. The provisions of subsection (e) would apply in any such case 
just as if the control had been acquired after the insurance was 
granted. 

Subsection (f), which was added to the bill in the committee, con- 
tains provisions designed to curb unsound self-dealing (between 
savings and loan associations and the companies controlling them) 
by prohibiting “upstream” and “cross-stream” loans. Under this 
subsection it would be unlawful for any such association to make 
loans, discounts, or extensions of credit to a company by which it is 
controlled or to any corporation, business trust, association, partner- 
ship, or similar organization which is also controlled by such company. 
It would also be made unlawful for any such association to invest in 
the obligations of such company or organization, to accept such 
obligations as collateral security for advances (or to accept and hold 
such obligations for more than 2 years where they secure a debt con- 
tracted before control was acquired), or to purchase securities or 
obligations from such company or organization under repurchase 
agreement, since these transactions represent possible methods by 
which an insured institution might achieve the same unsound relation- 
ship with the controlling company as that which would exist by reason 
of a loan or advance. Non-interest-bearing deposits with a bank by 
an insured institution would not, however, be prohibited. The pro- 
visions of section 407 of the National Housing Act relating to termi- 
nation of insurance for violations of law would apply to violations of 
this subsection. 

SUPPORT FOR THE BILL 


The bill has the support of the Federal Home Loan Bank Board, 
the Bureau of the Budget, and both national organizations represent- 
ing the savings and loan industry. The committee voted unanimously 
to report the bill favorably to the House. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as 
introduced, are shown as follows (new matter is printed in italic, 
existing law in which no change is proposed is shown in roman): 
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Tirtz IV or tHe Nartionat Hovusine Act, as AMENDED 
(12 U.S. C., sec. 1724 et seq.) 
DEFINITIONS 


Src. 401. As used in this title— 

(a) The term “insured institution’ means an institution whose 
accounts are insured under this title. 

(b) The term “insured member” means an individual, partnership, 
association, or corporation which holds an insured account. Each 
officer, employee, or agent of the United States, of any State of the 
United States, of the District of Columbia, of any Territory of the 
United States, of Puerto Rico, of the Virgin Islands, of any county, of 
any municipality, or of any political subdivision thereof, herein called 
“public unit”, having official custody of public funds and lawfully 
investing the same in an insured institution shall, for the purpose of 
determining the amount of the insured account, be deemed an insured 
member in such custodial capacity separate and distinct from any 
other officer, employee, or agent of the same or any public unit having 
official custody of public funds and lawfully investing the same in the 
same insured institution in custodial capacity. Funds held in fidu- 
ciary capacity, when invested in an insured institution, shall be in- 
sured in an amount not to exceed $10,000 for each trust estate, and 
notwithstanding any other provisions of this Act, such insurance shall 
be separate from and additional to that covering other investments by 
the owners of such trust funds or the beneficiaries of such trust estates. 

(c) The term “insured account” means a share, certificate, or de- 
poe account of a type approved by the Federal Savings and Loan 

nsurance Corporation which is held by an insured member in an 
ag institution and which is insured under the provisions of this 
title. 

(d) The term “default” means an adjudication or other official de- 
termination of a court of competent jurisdiction or other public 
authority pursuant to which a conservator, receiver, or other legal 
custodian is appointed for an insured institution for the purpose of 
liquidation, 


CREATION OF FEDERAL SAVINGS AND LOAN INSURANCE CORPORATION 


Src. 402. (a) There is hereby created a Federal Savings and Loan 
Insurance Corporation (hereinafter referred to as the “‘Corporation”’), 
which shall insure the accounts of institutions eligible for insurance 
as hereinafter provided, and shall be under the direction of a board 
of trustees to be composed of five members and operated by it under 
such bylaws, rules, and regulations as it may prescribe for carrying 
out the purposes of this title. The members of the Federal Home 
Loan Bank Board shall constitute the board of trustees of the Cor- 
poration and shall serve as such without additional compensation. 
The principal office of the Corporation shall be in the District of 
Columbia. 

(b) The Corporation shall have a capital stock of $100,000,000, 
which shall be divided into shares of $100 each. The total amount 
of such capital stock shall be subscribed for by the Home Owners’ 
Loan Corporation which is hereby authorized and directed to sub- 


BBs is bss nae & £82844 A FASO 


ebkae 24808 8 OE EES 








f 
t 


= =e 





10 REGULATION OF SAVINGS AND LOAN HOLDING COMPANIES 


scribe for such stock and make payment therefore in bonds of the 
Home Owners’ Loan Corporation. The Corporation shall issue to 
the Home Owners’ Loan Corporation receipts for payment for or 
on account of such stock, which chall serve as evidence of the owner- 
ship thereof, and the Home Owners’ Loan Corporation shall be en- 
titled to the payment of dividends on such stock out of net earnings 
at a rate equal to the interest rate on such basis, which dividends 
shall be cumulative. 

(c) Upon the date of enactment of this Act, the Corporation shall 
become a body corporate, and shall be an instrumentality of the United 
States, and as such shall have power— 

(1) To adopt and use a corporate seal. 

(2) To have succession until dissolved by Act of Congress. 

(3) To make contracts. 

(4) To sue and be sued, complain and defend, in any court of 
competent jurisdiction in the United States or its Territories or pos- 
sessions or the Commonwealth of Puerto Rico, and may be served by 
serving a copy of process on any of its agents or any agent of the 
Home Loan Bank Board! and mailing a copy of such process by 
registered mail to the Corporation at Washington, District of 
Columbia. 

(5) To appoint and to fix the compensation, by its board of trustees, 
of such officers, employees, attorneys, or agents, as shall be necessary 
for the performance of its duties under this title, without regard to 
the provisions of any other laws relating to the employment or com- 
pensation of officers or employees of the United States. Nothing in 
this title or any other provision of law shall be construed to prevent 
the appointment and compensation as an officer, attorney, or employee 
of the Corporation, of any officer, attorney, or employee of any board, 
corporation, commission, establishment, executive department, or in- 
strumentality of the Government. The Corporation, with the consent 
of any board, corporation, commission, establishment, executive de- 
partment, or instrumentality of the Government, including any field 
services thereof, may avail itself of the use of information, service, 
and facilities thereof in carrying out the provisions of this title. The 
Corporation shall be entitled to the free use of the United States 
mails for its official business in the same manner as the executive 
departments of the Government, and shall determine its necessary 
expenditures under this Act and the manner in which the same shall 
be incurred, allowed, and paid, without regard to the provisions of any 
other law governing the expenditure of public funds. All necessary 
expenses in connection with the making of supervisory or other exami- 
nations (except examinations of Federal home loan banks), including 
the provisions of services and facilities therefor, shall be considered as 
nonadministrative expenses. 

(d) For the purposes of this title, the Corporation shall have power 
to borrow money, and to issue notes, bonds, debentures, or other such 
obligations upon such terms and conditions as the board of trustees 
may determine. Moneys of the Corporation not required for current 
operations shall be deposited in the Treasury of the United States, or 
upon the approval of the Secretary of the Treasury, in any Federal 
Reserve bank, or shall be invested in obligations of, or guaranteed as 


1 The name of this Board, which is referred to as the Home Loan Bank Board at several points in title IV 
of the National Housing Act, was changed to “Federal Home Loan Bank Board” by sec. 17 (b) of the Fed- 
eral Home Loan Bank Act (as added by sec. 109 (a) (3) of the Housing Amendments of 1955). 
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to principal and interest by, the United States. When designated for 
that purpose by the Secretary of the Treasury, the Corporation shall 
be a depositary of public money under such regulations as may be 
prescribed by the Secretary of the Treasury, and may also be employed 
as fiscal agent of the United States, and it shall perform all such 
reasonable duties as depositary of public money and fiscal agent as may 
be required of it. 

(e) All notes, bonds, debentures, or other such obligations issued by 
the Corporation shall be exempt, both as to principal and interest, 
from all taxation (except surtaxes, estate, inheritance, and gift taxes) 
now or hereafter imposed by the United States, by any Territory, de- 
pendency, or possession thereof, or by any State, county, municipality, 
or local taxing authority. The Corporation, including its franchise, 
capital, reserves, surplus, and income, shall be exempt from all taxa- 
tion now or hereafter imposed by the United States, by any Territory, 
dependency, or possession thereof, or by any State, county, municipal- 
ity, or local taxing authority; except that any real property of the 
Corporation shall be subject to State, territorial, county, municipal, 
or local taxation to the same extent according to its value as other real 
property is taxed. 

(f) Repealed. 

(g) No individual, association, partnership, or corporation shall 
use the words ‘Federal Savings and Loan Insurance Corporation”, 
or any combination of any of these words which would have the effect 
of leading the public in general to believe there was any connection, 
actually not existing, between such individual, association, partner- 
ship, or corporation and the Federal Savings and Loan Insurance 
Corporation, as the name under which he or it shall hereafter do busi- 
ness. No individual, association, partnership, or corporation shall 
advertise or otherwise represent falsely by any device whatsoever that 
his or its accounts are insured or in anywise guaranteed by the Federal 
Savings and Loan Insurance Corporation, or by the Government of 
the United States, or by any instrumentality thereof; and no insured 
member shall advertise or otherwise represent falsely by any device 
whatsoever the extent to which or the manner in which its accounts 
are insured by the Federal Savings and Loan Insurance Corporation. 
Every individual, partnership, association, or corporation violating 
this subsection shall be punished by a fine of not exceeding $1,000, or 
by imprisonment not exceeding one year, or both. 

(h) After the effective date of this subsection the Corporation is 
authorized and directed to pay off and retire annually at par an amount 
of its capital stock equal to 50 per centum of its net income for the 
fiscal year. Such payments shall be made promptly after the end of 
each fiscal year (beginning with the first fiscal year which begins after 
the date of enactment of this subsection) until the entire capital stock 
of $100,000,000 is retired. In lieu of any and all unpaid dividends, 
whether for any present, past, or future period, on its capital stock, the 
Corporation shall pay to the Secretary of the Treasury, promptly after 
the end of each fiscal year, beginning with the fiscal year 1951, a return 
on the average amount, at par, of its capital stock outstanding during 
such fiscal year at a rate determined by the Secretary of the Treasury, 
taking into consideration the current average rate on outstanding 
marketable obligations of the United States as of the last day of the 
sixth month of such fiscal year, and the Corporation shall also pay to 
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the Secretary of the Treasury an amount equal to 2 per centum simple 
interest per annum on its capital stock of $100,000,000 from June 27, 
1934, to June 30, 1950, less any amount heretofore paid by the Corpo- 
ration as dividends on such capital stock. The retirement of such 
capital stock shall not affect the applicability to said Corporation of 
the Government Corporation Control Act, as amended. 

(i) The Corporation is authorized to borrow from the Treasury, 
and the Secretary of the Treasury is authorized and directed to loan 
to the Corporation on such terms as may be fixed by the Corporation 
and the Secretary, such funds as in the judgment of the Home Loan 
Bank Board are from time to time required for insurance purposes, 
not exceeding in the aggregate $750,000,000 outstanding at any one 
time, and the Corporation hereafter shall not exercise its borrowing 
power under the first sentence of subsection (d) of this section for the 
purpose of borrowing money from any other source: Provided, That 
each such loan shall bear interest at a rate determined by the Secretary 
of the Treasury, taking into consideration the current average rate on 
outstanding marketable obligations of the United States as of the last 
day of the month preceding the making of such loan: Provided fur- 
ther, That nothing in this subsection shall prevent the Corporation 
from issuing debentures in accordance with the provisions of subsection 
(b) of section 405. For the purposes of this subsection the Secretary 
of the Treasury is authorized to use as a public-debt transaction the 

roceeds of the sale of any securities hereafter issued under the Second 
aberty Bond Act, as now or hereafter in force, and the purposes for 
which securities may be issued under the Second Liberty Bond Act, as 
now or hereafter in force, are hereby extended to include such loans. 
Any such loan shall be used by the Corporation solely in carrying out 
its functions with respect to such insurance. All loans and repayments 
under this subsection shall be treated as public-debt transactions of the 
United States. 


INSURANCE OF ACCOUNTS AND ELIGIBILITY PROVISIONS 


Sec. 403. (a) It shall be the duty of the Corporation to insure the 
accounts of all Federal savings and loan associations, and it may in- 
sure the accounts of building and loan, savings and loan, and home- 
stead associations and cooperative banks organized and operated 
according to the laws of the State, District, Territory, or possession in 
which they are chartered or organized. 

(b) Application for such insurance shall be made immediately by 
each Federal savings and loan association, and may be made at any 
time by other eligible institutions. Such applications shall be in 
such form as the Corporation shall prescribe, and shall contain an 
agreement (1) to pay the reasonable cost of such examinations as the 
Corporation shall deem necessary in connection with such insurance, 
and (2) if the insurance is granted, to permit and pay the cost of 
such examinations as in the judgment of the Corporation may from 
time to time be necessary for its protection and the protection of 
other insured institutions, to permit the Corporation to have access 
to any information or report with respect to any examination made 
by any public regulatory authority and to furnish any additional in- 
formation with respect thereto as the Corporation may require, and 
to pay the premium charges for insurance as hereinafter provided. 
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Each applicant for such insurance shall also file with its application 
an agreement that during the period that the insurance is in force 
it will not make any loans beyond fifty miles from its principal office 
except with the approval of, and pursuant to regulations of, the 
Corporation, but any applicant which, prior to the date of enactment 
of this Act, has been permitted to make loans beyond such fifty mile 
limit may continue to make loans within the territory in which the ap- 
plicant is operating on such date; will not, after it becomes an in- 
sured institution, issue securities which guarantee a definite return 
or which have a definite maturity except with the specific approval 
of the Corporation, or issue any securities the form of which has not 
been approved by the Corporation; will not carry on any sales plan or 
practices, or any advertising, in violation of regulations to be made by 
the Corporation; will provide adequate reserves satisfactory to the 
Corporation, to be established in accordance with regulations made 
by the Corporation, before paying dividends to its insured members; 
but such regulations shall require the building up of reserves to 5 per 
centum of all insured accounts within a reasonable period, not exceed- 
ing twenty years, and shall prohibit the payment of dividends from 
such reserves, or the payment of any dividends if any losses are charge- 
able to such reserves: Provided, That for any year dividends may be 
declared and paid when losses are chabwialle to such reserves if the 
declaration of such dividends in such case is approved by the 
Corporation. 

(c) The Corporation shall reject the application of any applicant. 
if it finds that the capital of the applicant is impaired or that its 
financial policies or management are unsafe; and the Corporation may 
reject the application of any applicant if it finds that the character of 
the management of the applicant or its home financing policy is incon- 
sistent with economical home financing or with the purposes of this. 
title. Upon the approval of any application for insurance the Corpo- 
ration shall notify the applicant, and upon the payment of the initial 
premium charge for such insurance, as provided in section 404, the. 
Corporation shall issue to the applicant a certificate stating that it 
has become an insured institution. In considering applications for 
such insurance the Corporation shall give full consideration to all 
factors in connection with the financial condition of applicants and 
insured institutions, and shall have power to make such adjustments 
in their financial statements as the Corporation finds to be necessary. 

(d) Any institution which applies after the effective date of the 
Housing Amendments of 1955 for insurance under this title shall pay, 
in the event its application is approved, an admission fee in such 
amount as the Corporation shall determine, taking into consideration. 
the total cost of processing all insurance applications. 


PREMIUMS ON INSURANCE 


Src. 404. (a) Each institution whose application for insurance is: 
approved by the Corporation shall pay to the Corporation, in such 
manner as it shall prescribe, a premium charge for such insurance 
equal to one-twelfth of | per centum of the total amount of all accounts 
of the insured members of such institution plus any creditor obliga- 
tions of such institution. Such premium shall be paid at the time the 
certificate is issued by the Corporation under section 403, and there-. 
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after annually until a reserve fund has been established by the 
Corporation equal to 5 per centum of all insured accounts and creditor 
obligations of all insured institutions; except that under regulations 
prescribed by the Corporation such premium charge may be paid 
semiannually. If at any time such reserve fund falls below such 5 
per centum, the payment of such annual premium charge for insurance 
shall be resumed and shall be continued until the reserve is brought 
back to such 5 per centum. For the purposes of this subsection, the 
amount in all accounts of insured ee and the amount of creditor 
obligations of any institution may be determined from adjusted 
statements made within one year prior to the approval of the appli- 
cation of such institution for insurance, or in such other manner as 
the Corporation may by rules and regulations prescribe. 

(b) The Corporation is further authorized to assess against each 
insured institution additional premiums for insurance until the amount 
of such premiums equals the amount of all losses and expenses of the 
Corporation; except that the total amount so assessed in any one year 
against any such institution shall not exceed one-eighth of 1 per centum 
of the total amount of the accounts of its insured members and its 
creditor obligations. 

(c) If an insured institution has paid a premium (other than any 
premium which may be assessed under subsection (b) of this section) 
at a rate in excess of one-twelfth of 1 per centum of the total amount 
of the accounts of its insured members and its creditor obligations for 
any period of time after June 30, 1949, it shall receive a credit upon 
its future premiums in an amount equal to the excess premium so paid 
for the period beyond such date. 


PAYMENT OF INSURANCE 


Src. 405. (a) Each institution whose application for insurance un- 
der this title is approved by the Corporation shall be entitled to insur- 
ance up to the full withdrawal or repurchasable value of the accounts 
of each of its members and investors (including individuals, partner- 
ships, associations, and corporations) holding withdrawable or repur- 
chasable shares, investment certificates, or deposits, in such institution; 
except that no member or investor of any such institution shall be 
insured for an aggregate amount in excess of $10,000. _ 

(b) In the event of a default by any insured institution, payment of 
each insured account in such insured institution which is surrendered 
and transferred to the Corporation shall be made by the Corporation 
as soon as possible either (1) by cash or (2) by making available to 
each insured member a transferred account in a new insured institution 
in the same community or in another insured institution in an amount 
equal to the insured account of such insured member: Provided, That 
the Corporation, in its discretion, may require proof of claims to be 
filed-before paying the insured accounts, and that in any case where 
the Corporation is not satisfied as to the validity of a claim for an 
insured account, it may require the final determination of a court of 
competent jurisdiction before paying such claim. 

(c) No action against the Corporation to enforce a claim for pay- 
ment of insurance upon an insured account of an insured institution 
in default shall be brought after the expiration of three years from 
the date of default, unless within such three-year period, the con- 
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servator, receiver, or other legal custodian of the insured institution 
shall have recognized such insured account as a valid claim against 
the insured institution and the claim for payment of insurance shall 
have been presented to the Corporation and its validity denied, in 
which event the action may be brought within two years from the 
date of such denial. 


LIQUIDATION OF INSURED INSTITUTIONS 


Sec. 406. (a) In order to faciltiate the liquidation of insured in- 
stitutions, the Corporation is authorized (1) to contract with any 
insured institution with respect to the making available of insured 
accounts to the insured members of any insured institution in de- 
fault, or (2) to provide for the organization of a new Federal savings 
and loan association for such purpose subject to the approval of the 
Federal Home Loan Bank Board. 

(b) In the event that a Federal savings and loan association is in 
default, the Corporation shall be appointed as conservator or re- 
ceiver and is authorized as such (1) to take over the assets of and 
operate such association (2), to take such action as may be necessary 
to put it in a sound and solvent condition, (3) to merge it with an- 
other insured institution, (4) to organize a new Federal savings and 
loan association to take over its assets, or (5) to proceed to liquidate 
its assets in an orderly manner, which ever shall appear to be to the 
best interests of the insured members of the association in default; 
and in any event the Corporation shall pay the insurance as provided 
in section 405 and all valid credit obligations of such association. 
The surrender and transfer to the Corporation of an insured account 
in any such association which is in default shall subrogate the Corpo- 
ration with respect to such insured account, but shall not affect any 
right which the insured member may have in the uninsured portion 
of his account or any right which he may have to participate in the 
distribution of the net proceeds remaining from the disposition of the 
assets of such association. 

(c) In the event any insured institution other than a Federal savings 
and loan association is in default, the Corporation shall have authority 
to act as conservator, receiver, or other legal custodian of such insured 
institution, and the services of the Corporation are hereby tendered to 
the court or other public authority having the power of appointment. 
If the Corporation is so appointed, it shall have the same power and 
duties with respect to the insured institution in default as are con- 
ferred upon it under subsection (b) with respect to Federal savings and 
loan associations. If the Corporation is not so appointed it shall pay 
the insurance as provided in section 405, and shall have power (1) to 
bid for the assets of the insured institution in default, (2) to negotiate 
for the merger of the insured institution or the transfer of its assets, 
or (3) to make any other disposition of the matter as it may deem in 
the best interest of all concerned. 

(d) In connection with the liquidation of insured institutions in 
default, the Corporation shall have power to carry on the business of 
and to collect all obligations to the insured institutions, to settle, com- 
promise, or release claims in favor of or against the insured institutions, 
and to do all other things that may be necessary in connection there- 
with, subject only to the regulation of the court or other public author- 
ity having jurisdiction over the matter. 
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(e) The Corporation shall make an annual report to the Congress: 
of the operations by it of insured institutions in default, and shall kee 
a complete record of the administration by it of the assets of suc 
insured institutions which shall be subject to inspection by any officer 
of any such insured institution or by any other interested party, and, 
if any such insured institution is operated under the laws of any State, 
Territory, or possession of the United States, or of the District of 
Columbia, such annual report shall also be filed with the public author- 
ity which has jurisdiction over the insured institution. 

(f) In order to prevent a default in an insured institution or in order 
to restore an insured institution in default to normal operation as an 
insured institution, the Corporation is authorized, in its discretion, to 
make loans to, purchase the assets of, or make a contribution to, an 
insured institution or an insured institution in default; but no contribu- 
tion shall be made to any such institution in an amount in excess of that 
which the Corporation finds to be reasonably necessary to save the 
expense of liquidating such institution. 


TERMINATION OF INSURANCE 


Sec. 407. Any insured institution other than a Federal savings and 
loan association may terminate its status as an insured institution by 
written notice to the Corporation. Whenever in the opinion of the 
Home Loan Bank Board any insured institution has violated its duty 
as such or has continued unsafe or unsound practices in conducting the 
business of such institution, or has knowingly or negligently permitted 
any of its officers or agents to violate any provision of any law or regu- 
lation to which the insured institution is subject, said Board shall first 
give to the authority having supervision of the institution, if any, a 
statement with respect to such practices or violations for the purpose 
of securing the correction thereof and shall give a copy thereof to the 
institution. In the case of an institution of a State where there is no 
supervisory authority the statement shall be sent directly to the institu- 
tion. Unless such correction shall be made within one hundred and 
twenty days or such shorter period of time as the supervisory author- 
ity, if any, shall require, the Home Loan Bank Board, if it shall 
determine to proceed further, shall give to the institution not less 
than thirty days’ written notice of intention to terminate the status 
of the institution as an insured institution, and shall fix a time and 
place for a hearing before the Home Loan Bank Board, a member 
thereof, or a person designated by the Board. The Home Loan Bank 
Board shall make written findings. Unless the institution shall appear 
at the hearing by a duly authorized representative, it shall be deemed 
to have consented to the termination of its status as an insured institu- 
tion. If the Home Loan Bank Board shall find that any unsafe or 
unsound practice or violation specified in such notice has been estab- 
lished and has not been corrected within the time above prescribed in 
which to make such correction, the Home Loan Bank Board may issue 
its order terminating the insured status of the institution effective on 
a date subsequent to such finding and to the expiration of the time 
specified in such notice of intention. The hearing hereinabove pro- 
vided for shall be held in accordance with the provisions of the Admin- 
istrative Procedure Act and shall be subject to review as therein pro- 
vided and the review by the court shall be upon the weight of the 
evidence, In the event of the termination of such status, insurance 
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of its accounts to be extent that they were insured on the date of such 
notice by the institution to the Corporation or such order of termina- 
tion, less any amounts thereafter withdrawn, repurchased, or redeemed 
which reduce the insured accounts of an insured member below the 
amount insured on the date of such notice or order, shall continue for 
a period of two years, but no investments or deposits made after the 
date of such notice or order of termination shall be insured. The 
Corporation shall have the right to examine such institution from time 
to time during the two-year period aforesaid. Such insured institu- 
tion shall be obligated to pay, within thirty days after any such notice 
or order of termination, as a final insurance premium, a sum equivalent 
to twice the last annual insurance premium paid by it. In the event 
of the termination of insurance of accounts as herein provided the 
institution which was the insured institution shall give prompt and 
reasonable notice to all of its insured members that it has ceased to be 
an insured institution and it may include in such notice the fact that 
insured accounts, to the extent not withdrawn, repurchased, or re- 
deemed, remain insured for two years from the date of such termina- 
tion, but it shall not further represent itself in amy manner as an 
insured institution. In the event of failure to give the notice to 
insured members as herein provided the Corporation is authorized to 
give reasonable notice. 


REGULATION OF HOLDING COMPANIES 


Src. 408. (a) (1) As used in this section, the term “company” means 
any corporation, business trust, association, or similar organization, but 
does not include the Federal Savings and Loan Insurance Corporation, 
any partnership, or any company the majority of the shares of which is 
owned by the United States or by any State. 

(2) As used in this section, the term “‘stock’’ means nonwithdrawable 
stock, underlying ownership stock other than mutual shares in a mutual 
institution, permanent stock, guaranty stock, or stock of a similar nature 
(as defined by the Federal Home Loan Bank Board by regulation) by 
whatever name called. 

(3) For the purposes of this section, a company shall be considered as 
having control of an institution if such company owns, controls, or holds 
with power to vote more than 10 per centum of the stock of such institu- 
tion, or if the Federal Home Loan Bank Board determines, after reason- 
able notwce and opportunity for hearing, that such company directly or 
indirectly exercises a controlling influence over the management and 
policies of such institution. 

(b) (1) The Corporation shall reject any application made for insur- 
ance under this title on or after the date of the enactment of this section 
af it finds that the applicant is controlled by any company which also 
controls any insured institution or any other applicant for insurance. 

(2) If an application of any institution for insurance under this title 
is approved on or after the date of the enactment of this section, and the 
Federal Home Loan Bank Board subsequently determines, after reasonable 
notice and opportunity for hearing, that at the time of such approval 
such institution was controlled by a company which also controlled another 
insured institution (or another applicant for insurance if the application 
of such other applicant was approved), the Board shall either— 

(A) terminate the insured status of such institution; or 
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(B) require such company, in the manner provided in subsection 

(e) of this section, to dispose of so much of the stock of such institu- 

tion, or take such other action, or both, as may be necessary to divest 

itself of its control of such institution. 
If the insured status of an institution is terminated under subparagraph 
(A), the provisions of section 407 relating to continuation of insurance o 
accounts, examination by the Corporation during the period of 
continuation, final insurance premium, and notice to insured members 
shall be applicable as though the termination had been ordered under such 
section 407. 

(c) It shall be unlawful for any company on or after the date of the 
enactment of this section— 

(1) to acquire the control of more than one insured institution; or 
(2) to acquire the control of an insured institution when it holds 
the control of any other insured institution. 

(d) Any company may, without regard to subsection (c), acquire stock 
pursuant to a pledge or hypothecation to secure a loan or in connection 
with the liquidation of a loan, but it shall be unlawful for any such 
company to retain for more than one year any control the acquisition of 
which by such company would, except for this subsection, have been 
unlawful under subsection (c). 

(e) If, in the opinion of the Federal Home Loan Bank Board, any 
company holds control of an institution and such control was acquired 
in violation of subsection (c) or retained in violation of subsection (d), it 
shall give such company notice that if rt does not divest itself of such control 
within thirty days an action will be brought to force the divestiture thereof. 
If such company does not dispose of so much of the stock of such institu- 
tion, or take such other action, or both, as may be necessary to divest itself 
of such control within thirty days after the receipt of such notice, the 
Board shall, without regard to any statute of limitation, institute in the 
United States district court for the district in which the home office of such 
company is located, or in the United States District Court for the District 
of Columbia, and prosecute to final satisfaction, an action to require 
divestiture of such control. Such courts shall have jurisdiction of all 
actions brought under this subsection and, in view of the fact that the 
questions involved are of general public importance, shall hear and deter- 
mine such actions with all reasonable promptness. Any such action 
shall be brought by the Federal Home Loan Bank Board in its own name 
and may, in the discretion of the Board, be prosecuted through its own 
attorneys. All expenses of the Board under this subsection shall be 
considered as nonadministrative expenses. 
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ESTABLISHING A PEACETIME LIMITATION ON THE 
NUMBER OF LIEUTENANT GENERALS IN THE MA- 
RINE CORPS 


Marca 5, 1957.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Hésert, from the Committee on Armed Services, submitted the 
following 


REPORT 


[To accompany H. R. 3235] 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 3235) to establish a peacetime limitation on the number of 
lieutenant generals in the Marine Corps, having considered same, 
report favorably thereon without amendment and recommend that 
the bill do pass. 

The purpose of the proposed legislation is to allow the Marine Corps 
to have five officers serving in the grade of lieutenant general in time 
of peace. 

The proposed legislation will not increase the number of lieutenant 
generals serving on active duty in the Marine Corps but will eliminate 
the necessity for the reduction of three general officers now serving as 
lieutenant generals to the grade of major general in the event the 
present emergency should be terminated. 

Under section 415 (a) of the Officer Personnel Act of 1947 (now 
sec. 5232, title 10, U. S. C.) the President is authorized to designate 
officers of the Marine Corps for appropriate higher commands, or for 
the performance of any duty of great importance and responsibility 
and any officer so designated may have the rank, pay, and allowances 
of a lieutenant general while so serving. This section further provides 
that the number of general officers serving in this grade may not exceed 
10 percent of the authorized number of non-restricted-duty general 
officers and that except in time of war or national emergency not more 
than two officers may be so serving. 

It is the latter provision of the Officer Personnel Act that would be 
amended by substituting the word “five” for the word “two’’. 

At present there are five lieutenant generals serving on active duty 
in the Marine Corps. At the time the Officer Personnel Act was 
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enacted into law the permanent authorized strength of the Marine 
Corps was 7,000 commissioned officers, 1,200 commissioned warrant 
and warrant officers, and 100,000 enlisted men. Since that time the 
personnel strength of the Marine Corps has been materially increased. 
Under the act of June 28, 1952, which amended section 206 (c) of the 
National Security Act of 1947, the United States Marine Corps was 
organized so as to include not less than 3 combat divisions and 3 air 
wings and such other land combat, aviation, and other services 
organic to these units. And in addition, the law provided that the 
personnel strength of the Regular Marine Corps would be maintained 
at not more than 400,000. 

At present, the Marine Corps has a strength of approximately 
200,000 officers and enlisted personnel which requires a grade struc- 
ture of five lieutenant generals. Even if the present national emer- 
gency should be terminated, the Marine Corps strength would remain 
at approximately its present level or even considerably less and there 
would still be an urgent need for five lieutenant generals. 

Unless the proposed legislation is enacted, however, the Marine 
Corps would be required to reduce their grade structure from 5 lieu- 
tenant generals to 2 lieutenant generals. This would be an inade- 
quate grade structure for the strength of the Marine Corps. 

The five lieutenant generals now serving in the Marine Corps con- 
sist of the commanding general of the Fleet Marine Force Atlantic, 
commanding general of the Fleet Marine Force Pacific, the Assistant 
Commandant of the Marine Corps, the Assistant Commandant of the 
Marine Corps for Air, and the Commandant of the Marine Corps 
schools at Quantico, Va. 

No additional cost would result following enactment of the proposed 
legislation. Should the national emergency terminate without enact- 
ment of the proposed legislation the increased cost for 3 additional 
lieutenant generals would amount to a total of $5,100 per year. 

The Committee on Armed Services unanimously recommends enact- 
ment of the proposed legislation. 

The Department of Defense recommends enactment of the proposed 
legislation and the Bureau of the Budget has approved the proposed 
legislation as indicated by the following attached letter: 


DEPARTMENT OF THE Navy, 
OFFICE OF THE SECRETARY, 
Washington, D. C., January 8, 1957. 
Hon. Sam Raypurn, 
Speaker of the House of Representatives, 
Washington, D. C. 

My Dear Mr. Spnuaxer: There is forwarded herewith a draft of 
legislation to establish a peacetime limitation on the number of lieu- 
tenant generals in the Marine Corps. 

This proposal is a part of the Department of Defense legislative 
program for 1957, and the Bureau of the Budget has advised that there 
would be no objection to the presentation of this proposal for the 
consideration of the Congress. The Department of the Navy has 
been designated as the representative of the Department of Defense 
for this legislation. It is recommended that this legislation be enacted 
by the Congress. 
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PURPOSE OF THE LEGISLATION 


The purpose of this proposed legislation is to establish a peacetime 
limitation on the number of officers of the Marine Corps who may be 
appointed to the rank of lieutenant general for appropriate higher 
commands or for duty of great importance and vamnaneiniliie. 

Section 5232 of title 10, United States Code, authorizes the Presi- 
dent to designate officers of the Marine Corps for appropriate higher 
commands, or for the performance of any duty of great importance 
and responsibility and provides that officers so designated may have 
the rank, pay, and allowances of lieutenant general while so serving. 
This section further provides that the number who may be so serving 
at any time may not exceed 10 percent of the authorized number of 
unrestricted duty general officers, and that except in time of war or 
national emergency not more than 2 officers may be so serving. 

The proposed legislation would amend section 5232 of title 10, 
United States Code, so as to increase from 2 to 5 the number of officers 
who may be designated under the section in time of peace. The pro- 
posal would not increase the number of general officers authorized by 
section 5443 of title 10, United States Code. 

Should the present national emergency terminate and the law re- 
main unchanged, the Marine Corps would immediately be reduced to 
an allowance of two lieutenant generals, a number entirely inadequate 
to meet the minimum needs of its peacetime organizational structure. 
When the present peacetime limitation of 2 lieutenant generals was 
imposed upon the Marine Corps, the permanent authorized strength 
of the Corps was 7,000 commissioned officers, 1,200 commissioned 
warrant and warrant officers, and 100,000 enlisted men. This strength 
was sufficient to provide for but 2 understrength divisions and 1 
brigade, 2 understrength aircraft wings and 1 separate aircraft group, 
and minimum supporting elements. Even on the basis of that or- 
ganizational structure it was not possible, under a limitation of two 
lieutenant generals, to provide rank commensurate with the impor- 
tance and responsibility of some of the corps’ major military and ad- 
ministrative commands. 

Since the present peacetime limitation on lieutenant generals was 
imposed, the authorized personnel strength of the corps has been mate- 
rially increased to provide specifically for a minimum establishment in 
terms of combat divisions and airwings. The act of June 28, 1952 
(66 Stat. 282), amended section 206 (c) of the National Security Act of 
1947 so as to provide the following strength for the Marine Corps: 

“The United States Marine Corps, within the Department of the 
Navy, shall be so organized as to include not less than three combat 
divisions and three air wings, and such other land combat, aviation, 
and other services as may be organic therein, and except in time of 
war or national emergency hereafter declared by the Congress, the 
personnel strength of the Regular Marine Corps shall be maintained 
at not more than four hundred thousand.” 

The flexible distribution in the grades of major general and below, 
such as is now provided by law, will enable the corps to meet its 
increased officer needs in those grades incident to the effective main- 
tenance of the permanent organization currently authorized. Such 
an organization cannot, however, be properly officered in some of its 
most en gm and responsible positions if it is to continue to be 
restricted to the finite peacetime limitation of two lieutenant generals, 
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Under this limitation, which was in effect prior to the present emer- 
gency, the commanding generals of the Fleet Marine Force, Atlantic 
and the Fleet Marine Force, Pacific, were the two officers designated 
to have the rank of lieutenant general. Any lower rank is not only 
disproportionate to the responsibilities of these two operational com- 
mands, but would be a handicap in the relations which necessarily 
exist between them and other comparable commands in the Army 
Navy, and Air Force. Following the declaration of the national 
emergency, two additional officers, the Assistant Commandant of the 
Marine Corps and the Commandant of the Marine Corps Schools at 
Quantico, Va., were designated by the President to have the rank of 
lieutenant general and in 1953 the President designated the Assistant 
Commandant of the Marine Corps for Air to have that rank. The 
duties and responsibilities of these three officers, like those of the 
commanding generals, Fleet Marine Forces, Atlantic and Pacific, are 
fully commensurate with the rank of lieutenant general and will so 
continue under the currently authorized peacetime organizational 
structure. 

This proposed legislation is urgently needed in order that appro- 
priate rank may continue to be available for military and administra- 
tive commands of importance and great responsibility in the perma- 
nent organizational structure, other than the two to which the corps 
would be limited under present law immediately upon termination of 
the present national emergency. 


LEGISLATIVE REFERENCES 


This proposal was submitted to the 84th Congress on June 16, 1955, 
as a part of the Department of Defense legislative program for 1955. 
It was introduced as H. R. 7028. H. R. 7028 passed the House on 
July 18, 1955, but no further action was taken thereon. 


COST AND BUDGET DATA 


Enactment of the proposed legislation would involve no additional 
cost at present inasmuch as five officers, the number requested on a 
permanent basis, are now receiving the pay and allowances of lieu- 
tenant general. Upon termination of the national emergency, the 
increased cost for the three additional lieutenant generals would be 
$5,100 a year, representing the $500 a year personal money allowance 
authorized by the Career Compensation Act of 1949 for lieutenant 
generals and the additional monthly increment of $100 authorized by 
the Career Incentive Act of 1955 for lieutenant generals. 

Sincerely yours, 


Tuomas S. Gargs, Jr., 
Acting Secretary of the Navy. 
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CHANGES IN EXISTING LAW 


In compliance with paragraph 3 of rule XIII of the Rules of the 
House of Representatives, changes in existing law made by the bill 
are shown as follows (existing law proposed to be omitted is enclosed 
in black brackets, existing law in which no change is proposed is shown 
in roman): 

§ 5232. Marine Corps positions: general and lieutenant generals 

(a) The President may designate officers on the active list of the 
Marine Corps above the grade of colonel and, in time of war or na- 
tional emergency, above the grade of lieutenant colonel for— 

(1) appropriate higher commands; or 

(2) performance of duty of great importance and responsibility. 
An officer so designated may be appointed by the President, by and 
with the advice and consent of the Senate, to the grade of lieutenant 
general. Such an appointment is effective on the date the officer 
reports for the designated duty and terminates on the date he is 
detached. The Secretary of the Navy shall determine the rank of 
officers in the grade in which they are serving under this section. 

(b) The number of officers serving in the grade of lieutenant general 
may not exceed [two] five except in time of war or national emergency, 
and may not, at any time, exceed 10 percent of the number of officers 
not restricted in the performance of duty prescribed for grades above 
colonel in— 

(1) section 5443 of this title, if that section is operative; or 
(2) section 5448 of this title, if section 5443 is inoperative. 

(c) An officer of the Marine Corps assigned as Chief of Staff to 
the President shall be appointed by the President, by and with the 
advice and consent of the Senate, to the grade of general. Such an 
appointment is effective while the officer is so serving. 

(d) An appointment under this section does not create a vacancy 
in the grade held by the officer at the time he is appointed and does 
not increase the authorized strength of the Marine Corps in officers 
on the active list. 

O 
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REPEALING CERTAIN PROVISIONS OF TITLE 10, UNITED 
STATES CODE 


Marca 5, 1957.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Mitter of California, from the Committee on Armed: Services, 
submitted the following 


REPORT 


[To accompany H. R. 2822] 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 2822) to repeal certain provisions of title 10, United States 
Code, relating to professional examinations for promotion of medical, 
dental, and veterinary officers of. the Army and Air Force, having 
considered the same, report favorably thereon without amendment 
and recommend that the bill do pass. 

The purpose of the proposed legislation is to repeal certain pro- 
visions of title 10, United States Code, relating to professional ex- 
aminations for the promotion of medical, dental, and veterinary 
officers of the Army and Air Force. 

Existing law requires professional examinations for the permanent 
promotion of medical, dental and veterinary officers. Such require- 
ments were first enacted for medical officers in 1908; for dental officers, 
in 1917; and for veterinary officers, in 1920. These laws were sus- 
pended during World War II and were again suspended following the 
issuance on June 28, 1951, of Executive Order 10262. This suspense 
is for the duration of the national emergency proclaimed by the Presi- 
dent on December 16, 1950. 

The situation in both the Army and the Air Force Medical Services 
today is vastly different from that which existed when the laws re- 
quiring professional examinations for promotion were first enacted. 
Today there are more officers involved, and they are stationed in all 
parts of the world. In addition, admission to the medical, dental, 
and veterinary professions is far more selective today than it was when 
the requirements for military professional examinations were first 
written into law. 
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Also, for purposes of promotion, professional examinations by the 
military medical services have been completely outdated by the 
enactment of the Officer Personnel Act of 1947, which increased the 
significance of effectiveness reports by setting up the requirement of 
promotion by selection and thereby imposing a requirement of more 
thorough recording of professional competence and promotion suita- 
bility. Through the use of selection boards, the records and effec- 
tiveness reports of the large number of officers who become eligible 
for consideration can be effectively compared. Continuing the addi- 
tional requirement for lengthy, expensive, and time-consuming 
examinations adds nothing to the overall evaluation of the relative 
merit of the officers being considered. Effectiveness reports for pro- 
fessional officers of the medical services reflect not only the individual’s 
general capabilities, but also his professional competence. The 
combination of effectiveness reports and selection board review makes 
possible a much more intelligent decision as to the qualifications for 
—— than written examinations alone afforded in the past. 

ince the establishment of this selection-board procedure under the 
Officer Personnel Act (except during suspension of the professional 
examination, by Executive order) medical, dental, and veterinary 
officers of the Army and Air Force have been compelled to undergo 
a dual review for promotion (a professional examination plus investi- 
gation by the selection board), in contrast to the single requirement 
of selection-board investigation imposed upon line officers and all 
professional officers except those of the Medical Services. This dual 
review is unnecessary. 

The difficulty of assembling promotion boards in remote areas must 
also be considered. The assembling of a board of examiners of 
sufficient competence to examine a specialist in one of the medical 
fields is even more difficult. 

The very fact that suspension of this requirement of professional 
examinations for promotion purposes is necessary during a war or 
national emergency clearly illustrates the fact that such examinations 
do impose unnecessary hardship. For example, prior to the 1951 
suspension under Executive der 10262, medical, dental, and 
veterinary officers in Korea who were under consideration for pro- 
motion had to be called to Japan to meet with examining boards. 
In wartime particularly, this constitutes an unnecessary interruption 
of needed professional service. Also, reasons of economy dictate 
that this unnecessary requirement be removed. Funds will be saved 
in the travel of examiners and examinees and in administering the 
examinations themselves. 

There is no fiscal cost involved; in fact, a savings may result from 
eliminating the requirement of examining boards from permanent 
promotions of medical, dental, and veterinary officers of the Army 
and Air Force. 

The Committee on Armed Services of the House of Representatives 
recommends the enactment of this legislation. 

The Department of Defense recommends enactment of the pro- 
posed legislation and the Bureau of the Budget interposes no objection 
as indicated by the following letter: 
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DEPARTMENT OF THE AIR Forcs, 
Orrice or THE SECRETARY, 
Washington, January 7, 1967. 
Hon. Sam RaysBurn, 


Speaker of the House of Representatives. 


Dear Mr. Speaker: There is forwarded herewith a draft of legis- 
lation, to repeal certain provisions of title 10, United States Code, 
relating to professional examinations for promotion of medical, dental, 
and veterinary officers of the Army and Air Force. 

This proposal is part of the Department of Defense legislative 
rogram for 1957 and the Bureau of the Budget has advised that it 
as no objection to the submission of this proposal for the considera- 

tion of the Congress. The Department of the Air Force has been 
designated as the representative of the Department of Defense for 
this legislation. It is recommended that this proposal be enacted 
by the Congress. 

PURPOSE OF THE LEGISLATION 


The purpose of the proposed legislation is to repeal the requirements 
in existing law for professional examinations to establish the eligibility 
of medical, dental, and veterinary officers of the Army and Air Force 
for permanent promotion. These statutory requirements are identical 
for such Army and Air Force personnel. ‘These requirements of 
examinations for promotion were suspended during World War II 
by authority contained in the act of November 29, 1940 (54 Stat. 
1219), as extended by the act of May 15, 1945 (59 Stat. 168). They 
have again been in suspense since the issuance of Executive Order 
10262 on June 28, 1951, pursuant to authority then contained in 
section 507 (b) of the Officer Personnel Act of 1947 (now codified in 
secs. 3313 and 8313 of title 10, United States Code). The present 
suspension is for the duration of the national emergency proclaimed 
by the President on December 16, 1950. 

For purposes of promotion, professional examinations by the 
military medical services have been completely outdated by new 
procedures under which has been set up the combined procedure of 
effectiveness reports and review by selection boards of the qualifica- 
tions of officers who are in line for promotion. Effectiveness reports 
for professional officers of the medical services reflect not only the 
individual’s general capabilities, but also his professional competence. 
The combination of effectiveness reports and selection board review 
makes possible a much more intelligent decision as to qualifications for 
promotion than written examinations alone afforded in the past. 
Attention is called to the fact that since establishment of this selection 
board procedure (except during suspension of the professional examina- 
tion by Executive order), medical, dental, and veterinary officers 
of the Army and Air Force have been compelled to undergo a dual 
review for promotion (a professional examination plus investigation 
by the selection board), in contrast to the single requirement of selec- 
tion board investigation imposed upon line officers and all professional 
officers except those of the Medical Service. This dual review is 
unnecessary. 

The fact that suspension of professional examinations for promotion 
is necessary during a war or national emergency gives evidence of the 
hardship that such examinations cause. For example, prior to the 








‘ 
: 
c 
. 
c 
: 
. 
4 
c 

it 


TTTiViMmitil 


. 
. 
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1951 suspension under Executive Order 10262, Army and Air Force 
medical, dental, and veterinary officers in Korea who were under 
consideration for promotion had to be called to Japan to meet with 
examing boards. This results in an unnecessary interruption of 
necessary professional medical service. 

The assembling of a board of examiners of sufficient competence to 
examine a specialist in one of the medical fields is even more difficult 
and expensive, particularly when the specialist has been assigned to 
a remote area overseas. 

It will be noted that this proposal does not relate to professional 
examinations for promotion of medical and dental officers in the 
Navy. The laws governing professional examinations for promotion 
of officers of the naval service relate to all such officers and there are 
no statutory provisions for professional examinations for promotion 
which apply solely to medical and dental officers. To exclude medical 
and dental officers of the Navy from the requirement of a professional 
examination for promotion would give them a special preference over 
all other officers of the naval service. 

The Department of the Navy has under study the matter of pro- 
fessional examinations for promotion of officers of the naval service 
and should it be determined that a modification of the laws relating 
to such examinations is desirable the modification would be applicable 
to all officers of the naval service. 


LEGISLATIVE REFERENCES 


A similar proposal was introduced in the 83d Congress as H. R. 8537 
and S. 3175 but no action was taken on those bills. A similar proposal 
was also introduced in the 84th Congress as H. R. 2108. It passed 
the House of Representatives but was not enacted in the Senate. 


COST AND BUDGET DATA 


The enactment of this proposal will cause no apparent increase in 
the budgetary requirements for the Department of Defense. 
Sincerely yours, 
James H. Dovatas, Acting Secretary. 
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CHANGES IN EXISTING LAW 


In compliance with paragraph 3 of rule XIII of the Rules of the 
House of Representatives, changes in existing law made by the bill, 
as introduced, are shown as follows: 


EXISTING LAW THE BILL 


Section 3302 of title 10, United Section 3302 of title 10, United 
States Code States Code, is repealed. 

§ 3302. 

Commissioned officers; Medical, Den- 
tal, and Veterinary Corps; promotion 
to captain, major, or lieutenant 
colonel; professional examination 
(a) No commissioned officer of 

the Medical Corps or the Veteri- 
nary Corps whose regular grade is 
below lieutenant colonel may be 
promoted in the Regular Army 
until he passes an examination of 
his professional fitness before an 
examining board composed of at 
least three commissioned officers 
of the Regular Army in the Medi- 
cal Corps selected by the Secretary 
of the Army. No commissioned 
officer of the Dental Corps whose 
recular grade is below lieutenant 
colonel may be premoted in the 
Regular Army until he passes an 
examination of his professional 
fitness before an examining board 
composed of one commissioned 
officer of the Regular Army in the 
Medical Corps, and two com- 
missioned officers of the Reculer 
Army in the Dental Corps, se- 
lected by the Secretary. The 
examination shall be prescribed 
by the Secretary and shall be held 
at such time before the right to 
promotion accrues as may be in 
the best interest of the Army. 

(b) If an officer of the Medical, 
Dental, or Veterinary Corps in the 
regular grade of first lieutenant or 
captain is found disqualified for 
promotion by the exe.mining board, 
the Secretary shall detail a board 
of review to consider the findings 
of the examining board. 

(c) A board of review shall be 
composed in the same manner as 
an examining board, except that 
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EXISTING LAW 


its members must be senior in 
rank to the officer examined, and 
must not have served on the ex- 
amining board that examined him. 

(d) lf the board of review con- 
curs in the findings of the examin- 
ing board, the officer shall be 
honorably discharged with one 
year’s pay. If it does not concur 
in the findings, the officer shall be 
considered qualified and shall be 
promoted. 

(e) An officer of the Medical, 
Dental, or Veterinary Corps in the 
regular grade of major who fails 
his first examination for promo- 
tion shall be suspended from pro- 
motion and reexamined as soon as 
practicable after one year from the 
date of his first examination. 
While he is so suspended from 
promotion, his name shall be re- 
moved from the recommended list 
and the years of service with which 
he is entitled to be credited for 
promotion purposes shall be re- 
duced, if necessary, as provided in 
section 3303 (b) of this title. 

(f) If on reexamination such a 
major is found qualified, his name 
shall be restored to the recom- 
mended list and he is eligible for 
promotion. If he is found dis- 
qualified for promotion, he shall 
be treated in the manner provided 
for deferred officers under section 
3303 (d) of this title. 

(g) While an officer is suspended 
from promotion under subsection 
(e), his right to promotion passes 
successively to the officers below 
him who are in the same grade and 
on the same promotion list, and 
who are or may become eligible 
for promotion. 

(h) If the needs of the Army 
require that an officer entitled to 
promotion upon examination 
under subsection (a) be absent 
from a place where an examining 
board can be convened, the officer 
may be promoted, subject to 
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EXISTING LAW 


examination as soon as practicable. 
However, if he is_ thereafter 
examined and found disqualified 
for that promotion, and if the 
receedings are approved by the 
ecretary, he shall be treated as if 
he had been examined before 
promotion and had failed. 

(i) If an officer who is found 
qualified for promotion under this 
section dies in line of duty after 
the occurrence of a vacancy that 
would entitle him to that promo- 
tion because of his seniority and 
before promotion, the President 
may issue, or have issued, an 
appropriate commission in the 
name of that officer. A com- 
mission issued under this sub- 
section shall issue as of the date 
of the vacancy, and the officer’s 
name shall be carried on the 
records of the Department of the 
Army as if he had served in the 
grade and branch in which post- 
humously commissioned, from the 
date of the vacancy to the date of 
his death. No person is entitled 
to any bonus, gratuity, pay, or 
allowance because of this sub- 
section. 


Section 8302 of title 10, United 
States Code 


§ 8302. Commissioned officers; medi- 
cal, dental, and veterinary 
officers: promotion to cap- 
tain, major, or lieutenant 
colonel; professional exam- 
ination. 

(a) Nocommissioned officer des- 
ignated as a medical officer or vet- 
erinary officer whose regular grade 
is below lieutenant colonel may be 
promoted in the Regular Air 
Force until he passes an examina- 
tion of his professional fitness 
before an examining board com- 
posed of three or more medical 
officers of the Regular Air Force 
selected by the Secretary of the 
Air Force. No commissioned offi- 
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THE BILL 


Section 8302 of title 10, United 
States Code, is repealed. 
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EXISTING LAW 


cer designated as a dental officer 
whose regular grade is below 
lieutenant colonel may be pro- 
moted in the Regular Air Force 
until he passes an examination of 
his professional fitness before an 
examining board composed of one 
medical officer and two dental 
officers of the Regular Air Force, 
selected by the Secretary. The 
examination shall be prescribed by 
the Secretary and shall be held 
at such time before the right to 
promotion accrues as may be in 
the best interest of the Air Force. 

(b) If an officer designated as a 
medical, dental, or veterinary offi- 
cer in the regular grade of first 
lieutenant or captain is found dis- 
qualified for promotion by the 
examining board, the Secretary 
shall detail a board of review to 
consider the findings of the exam- 
ining board. 

(c) A board of review shall be 
composed in the same manner as 
an examining board, except that 
its members must be senior in 
rank to the officer examined, and 
must not have served on the 
examining board that examined 
him. 

(d) If the board of review con- 
curs in the findings of the exam- 
ining board, the officer shall be 
honorably discharged with one 
year’s pay. If it does not concur 
in the findings, the officer shall be 
considered qualified and shall be 
promoted. 

(e) An officer designated as a 
medical, dental, or veterinary offi- 
cer in the regular grade of major 
who fails his first examination for 
promotion shall be suspended 
from promotion and reexamined 
as soon as practicable after one 
year from the date of his first 
examination. While he is so sus- 
pended from promotion, his name 
shall be removed from the recom- 
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EXISTING LAW THE BILL 


mended list and the years of serv- 
ice with which he is entitled to be 
credited for promotion purposes 
shall be reduced, if necessary, as 
provided in section 8303 (b) of 
this title. 

(f) If on reexamination such a 
major is found qualified, his name 
shall be restored to the recom- 
mended list and he is eligible for 
promotion. If he is found dis- 
qualified for promotion, he shall 
be treated in the manner pro- 
vided for deferred officers under 
section 8303 (d) of this title. 

(g) While an officer is suspended 
from promotion under subsection 
(e), his right to promotion passes 
successively to the officers below 
him who are in the same grade and 
on the same promotion list, and 
who are or may become eligible 
for promotion. 

(h) If the needs of the Air 
Force require that an officer en- 
titled to promotion upon examina- 
tion under subsection (a) be absent 
from a place where an examining 
board can be convened, the officer 
may be promoted, subject to ex- 
amination as soon as practicable. 
However, if he is thereafter ex- 
amined and found disqualified for 
that promotion, and if the proceed- 
ings are approved by the Secre- 
tary, he shall be treated as if he 
had been examined before promo- 
tion and had failed. 

(i) If an officer who is found 
qualified for promotion under this 
section dies in line of duty after 
the occurrence of a vacancy that 
would entitle him to that promo- 
tion because of his seniority and 
before promotion, the President 
may issue, or have issued, an ap- 
propriate commission in the name 
of that officer. A commission 
issued under this subsection shall 
issue as of the date of the vacancy, 
and the officer’s name shall be car- 
ried on the records of the Depart- 
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EXISTING LAW 


ment of the Air Force as if he had 
served in the grade in which post- 
humously commissioned, from the 
date of the vacancy to the date of 
his death. No person is entitled 
to any bonus, gratuity, pay, or al- 
lowance because of this subsection. 
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EXPRESSING THE SENSE OF THE CONGRESS WITH RESPECT TO 
THE RECOGNITION OF THE ALTAR OF THE NATION, LOCATED 
IN THE CATHEDRAL OF THE PINES, RINDGE, N. H., AS A 
MEMORIAL TO ALL AMERICAN WAR DEAD 


Marcu 6, 1957.—Referred to the House Calendar and ordered to be printed 


Mr. Enatz, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany H. Con. Res. 91] 


The Committee on Interior and Insular. Affairs, to whom was 
referred the concurrent resolution (H. Con. Res. 91) expressing the 
sense of the Congress with respect to the recognition of the Altar of 
the Nation, located in the Cathedral of the Pines, Rindge, N. H., asa 
national shrine, having considered the same, report favorably thereon 
with amendments and recommend that the concurrent resolution as 
amended do pass. 

The cmb is as follows: 

Strike out all after the resolving clause and insert the following 
language: 

That it is the sense of the Congress that the Altar of the Nation, located in the 


Cathedral of the Pines, Rindge, New Hampshire, has been dedicated to the glory 
of God as a memorial to all American war dead, and is so recognized. 


Amend the title so as to read: 


Concurrent resolution expressing the sense of the Congress with respect to the 
recognition of the Altar of the Nation, located in the Cathedral of the Pines, 
Rindge, New Hampshire, as a memorial to all American war dead. 


EXPLANATION OF THE RESOLUTION 


The Altar of the Nation in the Cathedral of the Pines is a nationally 
recognized memorial to all American war dead who sacrificed their lives 
in war service, whether as military personnel, as civilians in war or 
defense work, or as pioneers who brought American into being. 

The Cathedral of the Pines is an outdoor place of worship located 
on a pine-crested knoll in Rindge, N. H. The cathedral properties 
cover some 300 acres, 
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2 RECOGNITION OF THE ALTAR OF THE NATION IN N. H. 


Title to the Cathedral of the Pines is vested in the Cathedral of the 
Pines Trust, a nonprofit organization. The trustees are lay people 
representing different beliefs. No church or clergyman has any juris- 
diction over the Cathedral of the Pines. 

The committee is informed that over 600 services of 37 different 
religious faiths have been conducted in the Cathedral of the Pines; 
that approximately 2 million people from every country in the world 
have visted the cathedral; and that the average weekly number of 
visitors during the summer months amounts to some 40,000. 

The Cathedral of the Pines is supported by unsolicited voluntary 
contributions; no collections are taken at any service; and there are no 
admission or parking charges. 

The committee points out that by passing House Concurrent 
Resolution 91, as amended, the Congress of the United States would be 
expressing its recognition of the Altar of the Nation in the Cathedral 
of the Pines, a deserving tribute to this unique memorial to all 
American war dead. 

House Concurrent Resolution 91, as amended, does not provide 
for or contemplate the expenditure of Federal funds for maintenance 
or any other purpose, nor does it provide for or contemplate any 
Federal responsibility or participation in connection with the memorial 
or the Cathedral of the Pines organization. 


COMMITTEE AMENDMENT 


The committee amendment was proposed by Representative Bass, 
the sponsor of the resolution, after consultation with the director of the 
National Parks Service who is in accord with the language of the 
amendment. 

The objections to the language of House Concurrent Resolution 91 
as introduced are presented in the report of the Department of the 
Interior. 

AGENCY REPORTS 


The report of the Department of the Interior, wherein an amend- 
ment is suggested along the lines recommended by the committee, and 
the reports of the American Battle Monuments Commission, are set 
forth following: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., February 20, 1957. 
Hon. Cram ENGt3e, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 

Dear Mr. EncGie: Your committee has requested a report on 
House Concurrent Resolution 91, a concurrent resolution expressing 
the sense of the Congress with respect to the recognition of the Altar 
of the Nation, located in the Cathedral of the Pines, Rindge, N. H., 
as a national shrine. 

For reasons hereafter stated, we would not object to this pro- 
posal if amended as hereafter suggested. 

The Altar of the Nation in the Cathedral of the Pines is an outdoor 
place of worship near Rindge, N. H. It was begun as a memorial by 
the parents of Ist Lt. Sanderson Sloane, pilot of a B-17 bomber that 
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was shot down near Koblenz, Germany, in the first of the mass day- 
light bombings of World War II. We are informed that, from time 
to time, many religious denominations have used the site as a place of 
worship and that a great number of people visit the area. We are 
awaré of the merits of the Altar of the Nation in the Cathedral of the 
Pines as a natural place of worship. 

Considerable study was given by your committee and this Depart- 
ment during the last Congress to the general question of establishing 
or designating particular properties as “national shrines.” We believe 
there was general agreement that the application of such designation 
to areas outside of the National Park, System would not be desirable. 
That System includes many nationally significant historic areas and 
memorials; however, there is at present no separate category of areas 
that are designated as “national shrines.” To recognize such desig- 
nation outside of the federally controlled properties in the National 
Park System would be confusing to the public and would be generally 
undesirable, in our opinion. 

The Advisory Board on National Parks, Historic Sites, Buildings, 
and Monuments is in agreement with this position. The Board is of 
the opinion that recognition of a new category of national shrines by 
the Congress would open the door to a myriad of national shrine 
projects of undetermined character, significance, and cost. 

For the foregoing reasons, we would have nv objection to this 
proposal of it is revised so as to avoid designation of the property in 
question as a “national shrine.” We suggest, accordingly, that the 
proposal be revised to read somewhat as follows: 

“That it is the sense of the Congress that the ‘Altar of the Nation,’ 
located in the Cathedral of the Pines, Rindge, N. H., has been ded- 
icated as a public service to the Glory of God as a memorial to all 
American war dead, and such action by the owners thereof is hereby 
commended by the Congress of the United States.” 

The Bureau of the Budget has advised us that there would be no 
objection to the submission of this report to your committee. 

Sincerely yours, 
HatTrietp CHILs: 
Assistant Secretary of the Interior. 





Tue American Battie, Monuments Commission, 
Washington, D. C., February 20, 1957. 
Hon. Ciarr ENGLE, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 

Dear Mr. CHatrMAn: Reference is made to letter of this Commis- 
sion, dated February 13, 1957, reporting unfavorably to your com- 
mittee on House Concurrent Resolution 91, to provide for the 
recognition of the Altar of the Nation, located in the Cathedral of the 
Pines, Rindge, N. H., as a national shrine. 

The Commission now understands that the language of the resolu- 
tion is to be amended in such way as to remove therefrom the word 
“national.” With this change it would have no objection to adoption 
of the resolution and requests that its report be revised accordingly. 
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4 RECOGNITION OF THE ALTAR OF THE NATION IN N. H. 


As the time factor does not permit, this request has not been 
referred to the Bureau of the Budget. 
Faithfully yours, 
Cuarues B. Suaw, 
Colonel AGC, Officer in Charge. 





Tae AmerRIcAN Battie Monuments Commission, 
Washington, D. C., February 13, 1957. 
Hon. Cram EnGis, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 

Dear Mr. Cuarrman: In compliance with request made in your 
letter of February 5, 1957, the American Battle Monuments Commis- 
sion has the honor to present the following comments with respect to 
House Concurrent Resolution 91, to provide for the recognition of the 
Altar of the Nation, located in the Cathedral of the Pines, Rindge, 
N. H., as a national shrine. 

So far as is known to the Commission, the Cathedral of the Pines 
is not of such national interest or significance as to distinguish it over 
and above other memorials dedicated to all American war dead which 
have been or may hereafter be created by non-Federal means. Failing 
such distinction as would place it within the objectives of the act of 
August 21, 1935 (49 Stat. 666, 16 U.S. C. 461), authorizing the preser- 
vation of historic sites, buildings, and objects of national significance 
and providing for cooperation with States and with local or private 
agencies in the development of historic areas of national interest, the 
Commission feels that enactment of House Concurrent Resolution 91 
would be undesirable. 

This report has been submitted to the Director, Bureau of the 
Budget, who advisses that there is no objection to its submission to 
your committee. 

Faithfully yours, 
CuHartes B. SHaw, 
Colonel, AGC, Officer in Charge. 


The Committee on Interior and Insular Affairs recommends enact- 
ment of House Concurrent Resolution 91, as amended. 


O 








85TH CONGRESS t HOUSE OF REPRESENTATIVES { Report 


1st Session No. 182 
Ee 


CONSIDERATION OF H. R. 4602 
Marcu 6, 1957.—Referred to the House Calendar and ordered to be printed 


Mr. O’Nettu, from the Committee on Rules, submitted the following 
REPORT 
[To accompany H. Res. 187) 


The Committee on Rules, having had under consideration House 
Resolution 187, report the same to the House with the recommenda- 
tion that the resolution do pass. 


O 
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85TH CoNGRESS HOUSE OF REPRESENTATIVES — { Report 
lst Session No. 183 





AMENDMENTS TO CHAPTER 11 OF THE BANKRUPTCY 
ACT 





Marcu 6, 1957.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Frazier, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. R. 13] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 13) to amend chapter 11 of the Bankruptcy Act, having con- 
sidered the same, report favorably thereon without amendment and 
recommend that the bill do pass. 


GENERAL STATEMENT 


H. R. 13 proposes several technical changes in chapter XI of the 
Bankruptcy Act dealing with arrangements. Hearings were held on 
a similar bill (H. R. 6681) during the 84th Congress and, as amended, 
that bill was favorably reported to the House by the Committee on 
the Judiciary (H. Rept. No. 2644, 84th Cong., 2d sess.). Having been 

laced on the Consent Calendar, the bill was passed by the House on 
July 16, 1956. No action was taken by the Senate before adjourn- 
ment. 

H. R. 13 is identical with H. R. 6681 as passed by the House. 

This bill represents in large measure suggestions made to the com- 
mittee by the National Bankruptcy Conference and by the Adminis- 
trative Office of the United States Courts. The former is a volunteer 
organization composed of individual persons and of members of 
representative groups interested in the improvement of the bank- 
ruptcy laws. It has devoted a large amount of time to the improve- 
ment of chapter XI proceedings, and has recommended the legislation 
embodied in H. R. 13. 

‘The primary change proposed by this legislation concerns the filing, 
with the petition, of a plan of arrangement. H.R. 13 would make the 
filing of this plan with the petition in chapter XI proceedings, per- 
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2 AMENDMENTS TO CHAPTER 11 OF THE BANKRUPTCY ACT 


missive rather than mandatory. This would bring the procedure 
under chapter XI into line with present procedure under chapter XIII, 
which provides for wage earners’ relief similar to that provided by 
chapter XI. In chapter XIII proceedings, the petition may be filed 
by the wage earner without an accompanying plan, although the 
plan must be filed later. 

The present requirement that the plan of arrangement be filed along 
with the chapter XI petition has been found to be unrealistic and has 
resulted in either pro forma compliance by the filing of a hastily 
drafted plan, or the adoption by some judges of extralegal practices 
permitting filing of the petition without an accompany plan. It 
takes time and careful study to work out a realistic appropriate plan 
for a debtor. When a petition must be filed speedily to hold off 
marshals or sheriffs, pro forma compliance with the requirement is the 
inevitable result, and the proceedings are then often encumbered with 
a poorly drafted, unworkable, or inequitable plan. H. R. 13 adopts 
a more flexible procedure by permitting the filing of a petition alone, 
allowing time for the careful drafting of an effective and fair plan of 
arrangement which can be filed later. 

The bill also makes more precise requirements for calling the first 
meeting of creditors. At present the statute requires that this be 
done “promptly.” H. R. 13 specifies that within 10 days after the 
filing of a petition, the court must mail notice of a meeting of creditors 
to be held within 30 days. If the plan of arrangement has not been 
filed prior to the first meeting of creditors, at that meeting the court 
must fix a time within which the proposed arrangement shall be filed. 
The Committee on the Judiciary is of the opinion that the more 
flexible procedures for filing plans of arrangement, coupled with more 
precise requirements for calling the first meeting of creditors, will 
result in speedier consideration of realistic and feasible plans of 
arrangement. 

No change is made by this bill in the requirement that the petition 
be accompanied by a statement of the executory contracts of the 
debtor, a schedule showing the liabilities of the debtor, a schedule 
showing the assets of the debtor, and the statement of affairs of the 
debtor, unless the court grants permission for delay not to exceed 10 
days. It is worthy of note that this is the same information that 
must accompany a petition filed under chapter XIII to initiate a 
wage earner’s plan. 

Another change in present law proposed by H. R. 13 would authorize 
the bankruptcy court to work out modifications of a plan of arrange- 
ment after it has been confirmed by the court as well as before. 
This may be done if the plan becomes unworkable. By permitting 
this modification, creditors are given greater protection than under 
present law. Under present law, if the plan becomes unworkable 
after confirmation, the debtor must go into regular bankruptcy pro- 
ceedings. All safeguards under present law for approval of arrange- 
ments are also required before approval of these modifications of the 
original plan. 

Other minor technical changes are also proposed by H. R. 13. 
There is a proposal to authorize the clerk of court to refer any chapter 
XI petitions automatically to a referee if the judge or judges are 
absent from the district or division. Another provision authorizes the 
court to adjudge a debtor a bankrupt without a hearing, if no plan of 
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arrangement is possible and the debtor consents. A final provision 
authorizing payment of fees and expenses of attorneys, accountants, 
and agents, as included within expenses of the committee of creditors, 
is declaratory of existing practice. 


ANALYSIS OF H. R. 13 
Section 1 


Section 1 of the bill restates verbatim the existing language of sec- 
tion 323 of the Bankruptcy Act (11 U. S. C. 723) but adds to that 
language the clause ‘or, that he intends to propose an arrangement pur- 
suant to the provisions of this chapter.”’ This section concerns infor- 
mation the debtor must include in his petition. The addition of this 
clause to section 323 is designed to cover those instances in which the 
debtor files a petition without an accompanying plan of arrangement. 


Section 2 


Section 2 of the bill amends section 331 of the Bankruptcy Act (11 
U. S. C. 731) to authorize the clerk to refer a chapter XI case to a 
referee if the judge or judges are all absent from the district or division. 
This authority already exists with respect to ordinary bankruptcy cases 
and is requested by the Judicial Conference of the United States, as 
indicated in a letter to the chairman of the Committee on the Judic- 
iary from the Director of the Administrative Office of the United 
States Courts, which is hereafter made part of this report. The re- 
quest grows out of an unusual situation that arose in the southern 
district of California in the summer of 1955. While all of the district 
judges were absent from this district, attending the Judicial Conference 
of the Ninth Circuit in San Francisco, two large and important chapter 
XI proceedings were filed, in which it was necessary that immediate 
action be taken in order to protect the rights and interest of the debtor, 
whose assets were attached and advertised for sheriff’s sale on the 
followmg day. In the absence of all of the judges from the southern 
district of California, and in the absence of any provision authorizing 
the clerk of the court in such circumstances to refer chapter XI pro- 
ceeding to a referee, a hiatus in the law became apparent. 

While it was unusual for all of the judges of the southern district of 
California to be out of the district at the same time, such a situation 
could more easily develop in a district having only 1 or 2 district 
judges. Therefore, provision should be made in the absence of a 
judge or all the judges of the district for the clerk to refer chapter 
XI cases to a referee and thus enable the court to act promptly when a 
chapter XI case is filed. This same authority is vested in the clerk 
in the handling of voluntary petitions in bankruptcy (sec. 18 (g) 
of the Bankruptcy Act; 11 U. S. C. 41 (g)) and the Committee on the 
Judiciary is of the opinion that it should be incorporated in chapter XI. 


Section 3 


Section 3 of the bill amends section 334 of the Bankruptey Act 
(11 U.S. C. 734). At present section 334 directs the court to ca'l.a 
meeting of creditors “promptly” after the filing of a petition. Section 
3 of the bill makes the requirement of promptness more exact by 
requiring that within 10 days after the petition has been filed, the 
court give notice of a meeting of creditors to be held within 30 davs. 
The committee is of the opinion that this will contribute to the speedier 
development of a feasible plan of arrangement. 
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4 AMENDMENTS TO CHAPTER 11 OF THE BANKRUPTCY ACT 


Section 4 


Section 4 of the bill concerns section 335 of the Bankruptcy Act 
(11 U.S. C. sec. 735) relating to the contents of the notice calling a 
meeting of creditors. Subsection (1) of section 335 as proposed in 
H. R. 13 is practically verbatim the first sentence in the existing 
section except for the addition of the words “‘if filed” following the 
reference to a copy of the proposed arrangement. This amendment is 
necessary to cover those situations in which an accompanying plan of 
arrangement may not have been filed with the petition. 

The committee amendments to subsection (1) are of a technical 
perfecting nature to conform the language of the bill to present law. 

Subsection (2) of the proposed section 335 contains new provisions 
and is made necessary by the main proposal of the bill to make the 
filing of the plan of arrangement at the time of the filing of the petition 
permissive rather than mandatorv. Subsection (2) authorizes the 
court to fix a time within which the proposed arrangement must be 
filed and sets out the procedure for the scheduling of a meeting of 
creditors on the proposal. This new subsection is a vital part of 
H. R. 13. By the authority conveyed in it, the bankruptev court is 
able to insure that the filing of a plan of arrangement and its consid- 
eration take place promptly. 

Subsection (3) of section 335 in H. R. 13 is a restatement of the last 
sentence in the present section. 

Section 5 

Section 5 of H. R. 13 makes a minor amendment in section 336 of 
the Bankruptey Act (11 U.S. C., see. 736) concerning the conduct of 
the first meeting of creditors. Section 5 changes the present law by 
adding a conditional clause to subsection (4) of section 336 as follows: 


if a copy thereof shall have accompanied the notice of such 
meeting or adjourned meeting. 


Presently subsection (4) authorizes the judge or referee to receive 
acceptances of the plan of arrangement at the mecting of creditors. 
This emendment is made necessary to cover those situations in which 
an accompanying plan of arrangement may not have been filed with 
the petition. 

Section 6 


Section 6 of the bill makes a minor change in the language of section 
337 (2) of the Bankruptey Act (11 U.S. C., sec. 737 (2)) concerning 
conduct and business after the acceptance by creditors of the arrange- 
ment. Among other things, the present language of subsection (2) 
authorizes the judge or referee to fix a time for the debtor to deposit 
the “actual and necessary expenses” of the creditors’ committee. 
H. R. 13 inserts the words “including fees and expenses of attorneys, 
accountants, and agents” after these more general words. Prior to 
the 1952 amendments to this section there was express reference to the 
actual and necessary expenses of “attorneys or agents” of the creditors’ 
committee (Public Law 696, 75th Cong., 52 Stat. 908). The fact that 
the 1952 amendments to this section failed to reiterate this express 
reference to attorneys or agents did not reflect an intention that they 
be excluded. On the contrary, the committee report on the bill ex- 
pressly states that such fees are to be included (H. Rept. No. 2320, 
82d Cong., 2d sess., p. 20). Such fees have consistently been recog- 
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nized by judges and referees since that time. However, your commit- 
tee considers it wise to remove any doubt about the matter and also 
to make clear that fees of accountants are also properly recognizable. 


Section 7 


Section 7 of the bill makes significant changes in section 363 of the 
Bankruptcy Act (11 U.S. C., sec. 763). That section presently makes 
provision for alterations or modifications of an arrangement before it 
is confirmed. Section 7 of H. R. 13 would make provision for altera- 
tions and modifications of arrangements, in certain circumstances, 
after, as well as before, confirmation. The circumstances and pro- 
cedures by which an arrangement may be altered or modified after it 
has been confirmed are set forth in section 9 of H. R. 13. 


Section 8 


Section 8 of the bill makes minor amendments in section 376 of the 
Bankruptey Act (11 U. S. C., see. 776). This section concerns the 
unsuccessful termination of arrangement proceedings. The court may 
terminate the proceedings for a number of reasons. For example, at 
present under section 376 the court may terminate the arrangement 
proceedings if the debtor fails to file the statement of the executory 
contracts, and the schedules and the statement of affairs as require 
or if the creditors do not accept the plan of arrangement, or if the 
deposits are not made as required. Section 8 adds to this section the 
provision that the court may terminate the arrangement proceedings 
‘of an arrangement is not proposed in the manner and within the time 
fixed by the court.” This empowers the court to withdraw the privi- 
leges which a debtor enjoys as a result of filing a petition under chap- 
ter XI if the debtor fails to propose a plan of arrangement as required 
by the court. Your committee considers this authority i in the court 
essential to prevent abuse of the privilege granted by this legislation 
to file a petition without an accompanying plan of arrangement. 

The other change in section 376 proposed by section 8 of the bill is 
designed to eliminate an unnecessary notification of creditors and 
hearing, in the event it becomes apparent that the debtor cannot 
effect an arrangement. At present, even though the debtor may de- 
sire to terminate the arrangement proceeding and be adjudged a bank- 
rupt under the ordinary bankruptcy provisions of the act, the court 
has no authority to make such adjudication without notifying the 
creditors and holding a hearing. There is no weakening of the pro- 
tection of creditors in this proposal, in view of the fact that the same 
result could be achieved by the debtor’s filing a voluntary petition in 
bankruptey which would be adjudicated without notice to the creditors. 
This proposal merely eliminates unnecessary notification and delay. 
Section 9 

Section 9 of the bill adds a new section to article XI of chapter XI 
of the Bankruptcy Act, dealing with procedures for modifications and 
alterations of arrangements. As indicated previously, under present 
law arrangements may be altered or modified only before they are 
confirmed. Section 7 of this bill changes that and where the arrange- 
ment plan becomes unworkable, authorizes alteration and modification 
after as well as before, confirmation. However, modifications and 
alterations after confirmation are possible only in certain circum- 
stances. The only arrangements that may be so altered are those 
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6 AMENDMENTS TO CHAPTER 11 OF THE BANKRUPTCY ACT 


which provide for an extension of the time for payment of the debts 
affected, provided the extension payments are not represented by 
negotiable promissory notes that have already been distributed to 
creditors. Moreover, alteration after confirmation may not be made 
unless the court has retained jurisdiction of the matter. Your com- 
mittee believes this provision for alteration and modification of the 
plan of arrangement after confirmation, as well as before, is meri- 
torious. In the absence of this provision, the debtor is forced into 
straight bankruptcy if the arrangement plan becomes unworkable. 
This is less satisfactory to both the debtor and creditors, if a fair and 
feasible modification of the arrangement could be worked out. 
Section 9 of the bill provides full safeguards to creditors by requiring 
notice, hearing, and creditor approval of any alterations and modifica- 
tions of a plan of arrangement. 


CORRESPONDENCE 


Following is the letter of June 1, 1956, to Hon. Emanuel Celler, 
chairman of the Committee on the Judiciary of the House of Repre- 
sentatives, from Mr. Henry P. Chandler, Director, Administrative 
Office of the United States Courts, concerning section 2 of H. R. 13: 


ADMINISTRATIVE OFFICE OF THE 
Unirep States Courts, 
June 1, 1956. 
Hon. EMANvEL CELLER, 
House of Representatives, 
Washington, D. C. 

Dear ConcressMAN Cetuer: I thank you for your letter of May 
25, 1956, informing me that a hearing on the bill to amend certain sec- 
tions of the Bankruptcy Act contained in chapter XI relating to 
arrangements (H. R. 6681) will be held before Subcommittee No. 4 of 
the Committee on the Judiciary on June 8, 1956, at 10 a. m. in room 
346 of the House Office Building. 

The general purpose of this bill is to permit the filing of an arrange- 
ment proceeding unaccompanied by a plan as is now required by sec- 
tion 323; to make mandatory the calling of a first meeting of creditors 
within 10 days after a petition is filed in such cases instead of 
“promptly” as now provided in section 334, such meeting to be held 
not less than 15 days nor more than 30 days after the date of the 
mailing of such notice; and to make the necessary conforming changes 
in sections 335 and 336 for adjourning the first meeting; for mailing a 
copy of the plan to creditors and receiving acceptances where a copy 
of the plan has been so mailed. 

The bill also contains perfecting changes as follows: 

(1) In section 337 (2) to specifically include in the expenses 
of the proceeding, fees and expenses of attorneys, accountants 
and agents of a creditors’ committee ; 

(2) In section 376 to dispense with a notice prior to adjudica- 
tion where the debtor fails to propose a plan in the manner and 
within the time fixed by the court; and 

(3) In section 376 (2) to specifically provide in a proceeding 
under section 322 of the act, that an order adjudicating the 
debtor a bankrupt may be entered with the debtar’s consent 
without a hearing. 
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The Judicial Conference of the United States has not considered 
this bill and I am not therefore in a position to express an official 
opinion on it. I understand, however, the proposals are the result 
of considerable study by the National Bankruptcy Conference which 
is sponsoring the measure. 

Although the Judicial Conference of the United States has not 
taken any action on the bill, H. R. 6681, it referred to the Committee 
on Bankruptcy Administration for consideration and report the 
following resolution adopted by the Judicial Conference of the Ninth 
Circuit: 

‘‘Resolved, That this conference refer to the Judicial Conference of 
the United States the question as to the need for amending section 7, 
section 324 and section 331 of the Bankruptcy Act, and to recommend 
to Congress an amendment providing for adequate procedure for 
filing a chapter XI proceeding without schedules and statements of 
affairs where the judge or judges are absent from the district, and 
further providing for an order of reference under chapter XI by the 
clerk under the same circumstances” (Judicial Conference Report, 
September sess., 1955, p. 19). 

Inasmuch as the Bankruptcy Act makes no provision for the 
reference of a chapter XI proceeding by the clerk of the court to a 
referee in the absence of all of the district judges from the district or 
division in which the proceeding is filed as is provided in the case of a 
voluntary straight bankruptcy proceeding, and in order to conform 
chapter XI to the procedure in ordinary fadkruptey cases, the com- 
mittee recommended to the Conference at its meeting in March 1956 
that section 331 of the Bankruptcy Act be amended to read sub- 
stantially as follows: 

“Sec. 331. The judge may at any stage of a proceeding under this 
chapter refer the same to a referee either generally or specially. If 
the judge or all the judges are absent from the district, or the division 
of the district in which a petition under this chapter is filed, at the 
time of the filing, the clerk shall forthwith refer the case to the referee.” 

The committee further recommended that the Administrative 
office be directed to undertake to obtain enactment of the legislation 
proposed either in an amendment to pending legislation or in a sepa- 
rate bill. The recommendations of the Committee were approved by 
the Conference (Judicial Conference Report, March sess., 1956, p. 16). 

In accordance with this directive I urge that H. R. 6681 be amended 
so as to include the amendment to section 331 of the Bankruptcy Act 
as approved by the Conference. 

Inasmuch as Mr. Edwin L. Covey, Chief of the Bankruptcy Division 
of this Office, will be out of the city on official business on June 8, 
1956, I have asked Mr. Ernest L. Geeslin, Assistant Chief of the 
Bankruptcy Division, to appear at the hearing on H. R. 6681 in sup- 
port of the amendment to section 331 of the Bankruptcy Act, and 
Mr. Broden has been so informed. 

Sincerely yours, 
Henry P. CHAnpier. 
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CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the House of Repre- 
sentatives, there is printed below in roman existing law in which no 
change is proposed, with matter proposed to be stricken out enclosed 
in black brackets, and new matter proposed to be added shown in 
italics: 


Cuarter XI or THE Sea Act Approvep JuLy 1, 1898, as 
AMENDED (11 U.S. C. Secs. 701-799) 


* * * * * * * 


Src. 323. A petition filed under this chapter shall state that the 
debtor is insolvent or unable to pay his debts as they mature, and 
shall set forth the provisions of the arrangement proposed by him, 
yr, that he intends to propose an arrangement pursuant to the provisions 
of this chapter. 

Sec. 331. [The judge may refer the proceeding to a referee.] The 
judge may at any stage of a proceeding under this chapter refer the same 
to a referee either generally or specially. If the judge or all the judges are 
absent from the district, or the division of the district in which a petition 
under this chapter is filed, at the time of the filing, the clerk shall forth- 
with refer the case to the referee, 

x * * * * * * 


Ssc. 334. [The court shall promptly call a meeting of creditors, 
unon at least ten days’ notice by mail to the debtor, the creditors , and 
other parties in interest.] 

Within ten days after the petition is filed the court shall give notice by 
mail to the debtor, the creditors and other parties in interest of a meeting 
of creditors to be held not less than fifteen days nor more than thirty days 
after " ve date of the mailing of such notice. 

Suc. 335. [The notice of such meeting of creditors shall be accom- 
vaaliaed by a copy of the proposed arrangement, a summary of the 
liabilities as shown by the schedules and a summary of the appraisal, 
if one has been made, or, if not made, a summary of the assets as 
shown by the schedules. Such notice may also name the time for 
the filing of the application to confirm the arrangement and the time 
time for the hearing of the confirmation and of such objections as 
may be made to the confirmation.] 

(1) The notice of such meeting of creditors shall be accompanied by a 
copy of the proposed arrangement, if filed, or if not filed, a summary of 
the liabilities as shown by the petition, a summary of the appraisal, of 
one has been made, or, if not made, a summary of the assets as shown by 
the netition. 

If the notice of such meeting is not accompanied by a copy of the 
proposed arrangement, the court, at such meeting, shall fix a time within 
which the proposed arrangement shall be filed and shall adjourn the 
meeting for at least fifteen days after the date so fixed, or, if the proposed 
arrangement is filed at or before such meeting, shall adjourn the meeting 


for at least fifteen days. At least ten days before such adjourned date, 


the court shail mail notice of the adjourned meeting, together with a copy 
of the proposed arrangement, to the creditors and other parties in interest. 

(3) The notice of such meeting of creditors as hereinbefore provided 
may also name the time for the filing of the application to confirm the 
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arrangement and the time for the hearing of the confirmation and of such 
objections as may be made to the confirmation. 
Sec. 336. At such meeting, or at any adjournment thereof; the 
judge or referee— 
(1) shall preside; 
(2) may receive proofs of claim and allow or disallow them; 
(3) shall examine the debtor or cause him to be examined and 
hear witnesses on any matter relevant to the proceeding; and 
(4) shall receive and determine the written acceptances of 
creditors on the proposed arrangement, [which acceptances may 
be obtained by the debtor before or after the filing of a petition 
under this chapter.] if @ copy thereof shall have accompanied the 
notice of such meeting or adjourned meeting. Such acceptances may 
be obtained by the debtor before or after the filing of a petition under 
this chapter. 
Sec. 337. 
a ~ * ~ * * * 


(2) fix a time within which the debtor shall deposit, in such 
place as shall be designated by and subject to the order of the 
court, the consideration, if any, to be distributed to the creditors, 
the money necessary to pay all debts which have priority, unless 
such priority creditors shall-have waived their claims or such 
deposit, or consented in writing to any provision of the arrange- 
ment for otherwise dealing with such claims, and the money 
necessary to pay the costs and expenses of the proceedings, and the 
actual and necessary expenses, including fees and expenses of 
attorneys, accountants and agents, in such [amount] amounts as the 
court may allow, incurred after its appointment by a committee 
appointed pursuant to section 338 of this Act, or incurred before 
or after the filing of the petition under this chapter by a committee 
designated in writings, filed with the court [and signed and 
acknowledged by a majority in amount of unsecured] by creditors 
whose claims have been scheduled otherwise than as contingent, 
unliquidated or disputed and who would not be disqualified by 
section 44 of this Act to participate in the appointment of a 
trustee: Provided, however, That in fixing any such allowances 
the court shall give consideration only to the services which 
contributed to the arrangement confirmed or to the refusal of 
confirmation of an arrangement, or which were beneficial in the 
administration of the estate, and the proper costs and expenses 
incidental thereto; and. 

Sec. 363. Alterations or modifications of an arrangement may be 
proposed in writing by a debtor, with leave of court, af any time before 
the arrangement is confirmed [.] ; or where the court has retained 
jurisdiction pursuant to the provisions of section 368 of this, Act, an 
arrangement providing for an extension of time for the payment of debts 
un whole or in part may be altered or modified after it has been confirmed 
to the extent and subject to the limitations set forth in section 387 of 
this Act. 

* * ad . * x * 

Src. 376. If the statement of the executory contracts and the 
schedules and statement of affairs, as provided by paragraph (1) of 
section 324 of this Act, are not duly filed, or if an arrangement is not 
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proposed in the manner and within the time fixed by the court, or if an 
arrangement is withdrawn or abandoned prior to its acceptance, or is 
not accepted at the meeting of creditors or within such further time 
as the court may fix, or if the money or other consideration required 
to be deposited is not deposited or the application for confirmation 
is not filed within the time fixed by the court, or if confirmation of 
the arrangement is refused, the court shall— 

(1) where the petition was filed under section 321 of this Act, 
enter an order dismissing the proceeding under this chapter 
and directing that the bankruptcy be proceeded with pursuant 
to this provision of this Act; or 

(2) where the petition was filed under section 322 of this Act, 
enter an order, upon hearing after notice to the debtor, the 
creditors, and such other persons as the court may direc t, 
either adjudging the debtor a bankrupt and directing that bank- 
ruptcy be proceeded with pursuant to the provisions of this Act 
or dismissing the proceeding under this chapter, whichever in the 
opinion of the court may be in the interest of the creditors [.]: 
Provided, however, That an order adjudging the debtor a bankrupt 
may be entered without such hearing upon the debtor’s consent. 

Sec. 387. Where an arrangement which has been confirmed provides for 
an extension of time for payment in whole or in part of the debts affected 
by the arrangement, and the court has retained jurisdiction pursuant to 
section 368 of this Act— 

(1) A proposal to alter or modify the arrangement by changing the 
time of payment of deferred installments of the sonabdaaten. or by 
reducing the amount of such payments, or to accomplish both of such 
alterations or modifications, may be filed by the debtor with leave 
of court after the arrangement has been confirmed, but before the 
deferred consideration has been fully paid, or if such deferred con- 
sideration is represented by negotiable promissory notes, then before 
such notes have been delivered to the creditors. 

(2) The proposal to alter or modify the arrangement shall set forth 
the proposed alterations or modifications, shall state whether the 
deferred payments provided for by the arrangement are evidenced by 
negotiable promissory notes and, rf 80, whether such promissory notes 
have been delivered to the creditors, and the reasons why such altera- 
tions or modifications are proposed. The proposal shall be accom- 
panied by a list of the names and addresses of all creditors who have 
extended credit to the debtor since the arrangement was confirmed. 

(3) If the court permits the proposed alterations or modifications 
to be filed, it shall call a meeting of the creditors on at least ten days’ 
written notice to the debtor, the creditors, and other parties in interest, 
including creditors who extended credit during the proceeding or after 
the arrangement was confirmed, and shall transmit with such notice 
a copy of the alterations or modifications proposed. 

(4) If, at such meeting, the arrangement as altered or modified is 
accepted as required for confirmation. by section’ 342 of this Act by 
the creditors affected by ‘such alteration or modification, the court, 
subject to the provisions of section 366 of this Act, shall confirm the 
arrangements as altered or modified, 


O 
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AGREEING TO THE SENATE AMENDMENTS TO HOUSE 
JOINT RESOLUTION 117 


Marcu 6, 1957.—Referred to the House Calendar and ordered to be printed 


Mr. Cotmer, from the Committee on Rules, submitted the following 
REPORT 
[To accompany H. Res. 188] 


The Committee on Rules, having had under consideration House 
Resolution 188, report the same to the House with the recommenda- 
tion that the resolution do pass. 
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85TH CONGRESS t HOUSE OF REPRESENTATIVES { Report 
1st Session No. 185 


MAXIMUM INTEREST RATE PERMITTED ON UNITED 
STATES SAVINGS BONDS 


Marcu 6, 1957.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Cooper, from the Committee on Ways and Means, submitted the 
following 


REPORT 


[To accompany H. R. 5520] 


The Committee on Ways and Means to whom was referred the bill 
(H. R. 5520) to amend the Second Liberty Bond Act to increase the 
maximum interest rate permitted on United States savings bonds, 
having considered the same, report favorably thereon without amend- 
ment and recommend that the bill do pass. 


I. GENERAL STATEMENT 


H. R. 5520 would increase the maximum permissible interest rate 
on savings bonds (and savings certificates) held to maturity from 3 
percent to 3% percent a year, compounded semiannually. It would 
authorize the Secretary of the Treasury, in his discretion, to increase 
the yield on savings bonds (and savings certificates) bearing issue 
dates of February 1, 1957, or later. It would also authorize the Secre- 
tary of the Treasury, in his discretion, to increase the maximum inter- 
est rate on series of cavihes bonds maturing on February 1, 1957, or 
later, which the holder retains for an extension period (of not more 
than 10 years) beyond their maturity dates. However, the discretion 
of the Secretary to increase interest rates in this latter case would be 
limited to interest payable with respect to the period beyond maturity. 

In a statement to the public on February 14, 1957, the Treasury 
Department announced that it plans to increase to 3% percent the 
interest rate on series E bonds with issue dates of February 1, 1957, 
or later when held to maturity. This is an increase of one-quarter of 
a percentage point from the present 3 percent rate. The announce- 
ment also stated that the issue price and face value of the new bonds 
would remain unchanged; instead the increase in investment yield 
would be achieved by shortening the present 9 years and 8 months 
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maturity to 8 years and 11 months. The Treasury Department also 
plans to increase redemption values for the new bonds during their 
earlier years. The announcement indicated that the rate on a new 
bond held for 3 years would be 3 percent instead of the present 2% 
percent. ‘There was no indication, however, that the Treasury plans 
to change the interest rate with respect to bonds held Laven 
maturity. 

The Treasury also indicated that it plans, effective February 1, 
1957, to offer a revised 10-year series H-bond with an interest rate 
of 3% percent if held to maturity. The announcement further stated 
that the Treasury plans to reduce from $20,000 to $10,000 for each 
series the face amount of series E- and H-bonds which may be pur- 
chased by one individual in any one year. 


II. DEVELOPMENT OF SAVINGS BOND PROGRAM 


The savings bond program was initiated in legislation passed in 
1935. In that legislation a maximum permissible interest rate of 
3 percent was established for savings aadle held until maturity. 

he first savings bonds were offered to the public on March 1, 1935, 
at an investment yield of 2.90 percent for a maturity period of 10 
years. The first series E bonds were offered to the ublie on May 1, 
1941, at the same 2.90 percent maturity yield. On May 1, 1952, the 
Treasury Department increased the investment yield on series E 
bonds to 3 percent, the maximum permissible rate allowed by law. 
As a result of legislation enacted in 1951, the Treasury on May 1, 
1951, first permitted the holders of series E bonds to hold such bonds 
after maturity for a period up to 10 years at an investment yield of 
2.90 percent per year, compounded semiannually, if held for the 
10-year period. Series E bonds maturing on or after May 1, 1952, 
earn interest after maturity at the rate of approximately 3 percent 
a@ year compounded semiannually for each halt-year period of the 
extension period. 

H-bonds, which were first issued in 1952, were set to yield a 3 per- 
cent rate of return when held to maturity. Series J- and K-bonds, 
also first offered in 1952, were set to yield about 2.76 percent when 
held to maturity. There have been no changes in the established 
interest rates for these bonds since 1952. 

Savings bonds A to D were offered for sale only prior to May 1941. 
These were all 10-year bonds which matured before May 1951. Series 
E-bonds have been on sale continuously since May 1, 1941.. Series 
F- and G-bonds were issued from May 1, 1941, to April 30, 1952, when 
they were withdrawn from sale. Series H-, J-, and K-bonds have 
been on sale since 1952. The characteristics of the currently issued 
bonds (namely, series E, H, J, and K) are described below. 

Series E- and H-bonds can be held only by individuals. These 
bonds are complementary in that the E-bonds are issued at a discount 
(75 percent of maturity value) while the H-bonds are issued at par 
but pay interest by check semiannually. In both cases the interest 
yield to maturity is 3 percent and the bonds mature in 9 years and 8 
months. 

The J and K series are designed for holding by organizations as 
well as individuals. As in the case of the E- and H-bonds, they provide 
a choice between discount and interest-bearing bonds. The Jd series 
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is a discount bond (issued at 72 percent of maturity value) while the 
K-bond is issued at par and pays interest by check semiannually. 
Both of these bonds yield approximately 2.76 percent if held to ma- 
turity, and both are 12-year bonds. The Treasury Department has 
indicated that sales of J and K series of bonds will terminate April 30, 
1957. 

The series E-bonds account for the bulk of the bonds outstanding. 
On January 31, 1957, total savings bonds outstanding had a current 
redemption value of $56,570 million. Of this amount, $38,066 million 
or 67 percent represented series E-bonds. Of the remainder, $3,365 
million were series H-bonds, making a total of $41,430 million in bonds 
held only by individuals. The remainder, or $15,096 million, repre- 
sents $3,096 million of J and K bonds and $12,000 million of series F 
and G bonds. These data are shown in table 1, together with the 
savings bonds outstanding as of the end of December in each year 
since 1945. 

TABLE 1.—Savings bonds outstanding, all series 


{Current redemption values in millions of dollars] 


Series E Series H /Total, series|Series F, G,| Total, all 
E an I,K series! 
Dec. 31: 
FOR sc ccccqseavocetooininauidatddbeoeht SIN TEE hi pccsnnsese 30, 727 13, 979 48, 224 
DEE acececameetenthenntanaianiains TE Oe Pincadtingecas 30, 263 16, 366 49, 864 
We wo ddscednsthintbectattidadideadinbsd , | 3 eee 30, 997 18, 314 52,174 
TIT. sckereiitiasseiatensiciaiaicdatiadadiael Mecaidditiniineeiaias TE RN cna qnciiinn 32, 188 2, 613 55, 197 
Pei iasicenancenescedastideduancsted Se FOOT ccc ccc dc cue 33, 766 21, 501 56, 910 
SOOO. ccctinschccnccunbehdbhstbtiipoound 34, GB. Le candeteccss 34, 493 23, 089 58, 248 
Jeeikuncouccaqucansdaaaamammautnadeastil i FE Eocncinteteniinne 34, 727 22. 859 57, 739 
We vcidiidechibiankduabealbbhed 35, 143 181 35, 324 22, 616 58, 946 
SS ee aaa 36, 036 627 36, 663 21, 190 57, 934 
We cwnacesstabetsteabubbsonccauddadte 36, 778 1, 455 38, 233 ‘2D, 058 58, 358 
WOOD sa vic. tucuhctctuiintidbsdentdtuededied 37,610 2, 553 40, 063 18, 432 58, 548 
TEs in cctancin linemen nda ahead 38, 087 3, 310 41, 398 15, 576 57, 018 
SS, TE TORE. ci ceckih widintadacdtehnetotel 38, 066 3, 365 41, 430 15, 096 56, 570 


1 Includes series A-D. 
Source: Office of the Secretary of the Treasury, Analysis Staff, Debt Division. 


As is indicated above, the most popular savings bond is the series 
E-bond. In referring to these bonds Secretary of TT veateey Humphrey 
in his appearance before the Joint Economic Committee on February 
4, 1957, stated: 


Right now it is the finest security in the world. There is 
no security as good as it is. There is no security that you 
can go up and lay on the counter any time you are ready and 
get your dollars back for it. There is no depreciation in it, 
no market fluctuation. This is designed for people who 
don’t want to follow the newspapers, who don’t want to try 
to beat an eighth or sixteenth or a point or two points in the 
market. They want to get their money and they want a 
fair rate of interest and they want their money now when 
they need it. This bond furnishes all of those things. So 
this bond has some very excellent provisions in it. It isa 
very excellent instrument. In fact, it is the finest instru- 
ment there is to serve its purpose. 
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4 INTEREST RATE ON UNITED’STATES SAVINGS BONDS 


Ill. NEED FOR LEGISLATION 


Since May 1, 1952, when the Treasury Department raised the in- 
vestment yield on savings bonds held to maturity to the maximum 
permitted by statute, this rate of return has necessarily remained 
stationary. However, the rates of return on most other forms of 
investment have risen sharply since that time. This can be seen by 
the average rates of return on the following types of investments: 





[Percent] 
1952 1956 
nn 22 cco seeneh grat hlieaoosanreienpreineeindnemunsonaapaeeaeaiien 2. 43 2.89 
Savings aint loat mavolasiOns ... «- aids nk nn ck hi in Socn nda db pb dtcdeiee 2.69 13.00 
Insured commercial] hanks, time and savings departments_-_.................-... 1.15 12.00 
High-grade municipal bonds (Standard & Poor’s) -.........-..--.-...-----..--... 2.19 2.93 
Sore enn IIL IN, EO Ei cscerenivev ban uaienie a svothnneeininiemaripe ein’ 2. 96 3. 36 
Cs UE, tn CN O06 i th cok eniiniphipdoaagiainenies 3. 52 3. 88 
Average rates, short-term bank loans to business (selected cities). ................ 3.5 4.2 


1 Estimated. 


Compiled from statistics obtained from the Office of the Secretary, Analysis Staff, Dedt Division, and 
from the Economie Report of the President, January 1957. 


This stationary interest rate for savings bonds, while other invest- 
ment yields have been rising, has been unfavorable to the relative 
position of savings bonds. This can be seen in table 2 which compares 
the annual increment in different forms of savings, those in savings and 
loan associations, mutual savings banks, commercial bank time 
deposits held by individuals, and series E and H savings bonds. 
Due to the increment in value in bonds already held and also to the 
fact that the interest rate disparity was not so great among the various 
forms of savings, the savings bonds actually improved their position 
relative to the other forms of savings in the 3 years preceding 1956. 
However, in 1956, when the interest rate disparity became a significant 
factor, these savings bonds accounted for 13.3 percent of the annual 
increment in savings, the smallest percentage in the entire 4-year 
period. 


Tasie 2.—Series E and H bond share of individual savings—Annual changes in 
savings 


{In millions of dollars} 





Commercial Series E and Percent, 
Calendar years | Savings and | Mutual say-| bank time Ht envin Total series E and 
loan ings banks | deposits (in- ju H bonds of 
dividuals) total 

We iaRonasacesss +3, 641 +1, 774 +2, 568 +1, 339 +9, 322 14.4 
FOR... Ahiadodasesu +4, 415 +1, 964 +2, 526 +1, 571 +10, 476 15.0 
Dichetniniirdtiakaaenaiasts +4, 965 +1, 837 +1, 561 +1, 830 +10, 193 18.0 
Wii chintasntw ain 1 +45, 086 +1, 836 +1, 762 +1, 335 +10, 019 13.3 


1 Preliminary. 
Source: Office of the Secretary of the Treasury, Analysis Staff, Debt Division. 


The increasingly unfavorable position of savings bonds is most 
accurately reflected by the trends in cash sales and cash redemptions 
in the past 2 years, shown in table 3. This table shows that redemp- 
tions in 1956 exceeded redemptions in the corresponding months in 
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1955 in all but 3 months. Also; beginning in June 1956, cash re- 
demptions have exceeded cash sales in all but one of the months. 
Moreover, this excess of redemptions has for the most part increased 
month by month, reaching a peak of redemptions over sales in January 
1957, the latest month for which data are available. In this connec- 
tion it should be noted that the month of January in the 2 prior years 
was the month in each of these years when there was the greatest 
excess of sales over redemptions. 


Tasie 3.—Monthly sales and redemptions of series E and H savings bonds 


{In millions of dollars) 











Cash Cash re- lcash gain Cash Cash re- |Cash gain 

sales demp- or loss sales demp- or loss 

tions tions 

ee ee | ee ey 
1955—January-....- 73 404 169 1956—January . ...- 72 450 122 
February...- 465 343 122 February.._- 476 368 108 
March......- 518 406 112 March....... 465 400 65 
MOTE. access 448 376 72 BOG icsacas 414 402 ll 
PE sccigunmaaes 419 392 28 tical 418 412 6 
Si cncedees 428 437 -9 Ce ccdansink 398 405 —6 
Bocuse 439 402 37 GN tosses 443 431 1l 
August...... 439 309 40 August.....- 403 414 -I1 
September... 414 393 21 September._. 335 3380 —45 
October...... 404 358 46 October_._... 390 411 -—21 
November... 395 358 36 November .. 366 368 —2 
December... 425 383 2 | December... 363 392 -—2 
1957-—January -..-.. 465 547 —82 


| 
Source: Office of the Secretary of the Treasury, Analysis Staff, Debt Division. 








Recognizing the need to improve the relative investment yield of 
savings bonds the Treasury Department has requested that the 
maximum allowable investment yield for savings bonds be increased 
to the maximum presently allowable with respect to other types of 
Treasury bonds; namely, 4% percent. However, the Treasury Depart- 
ment has announced for the present at least that it will issue savines 
bonds which will yield 3% percent to maturity. This is approxi- 
mately the present 10-year yield on marketable bonds; nameiy, 3.23 
poomnt (market rate on February 13, 1957, the day before the 

reasury’s announcement). 

The maximum permissible interest rate of 3% percent provided by 
this bill will afford the Treasury Department flexibility in the event 
of a continuing rise in the general level of interest rates. Should 
there be a continued increase in interest rates the Congress can then 
consider a further request from the Treasury Department for an 
additional increase in the maximum permissible rate on savings bonds. 

The effect of your committee’s bill will be to permit the Treasury 
Department to restore the competitive position of savings bonds 
with other comparable forms of saving without causing any significant 
change in the present distribution of investments. 

In 1951 the Congress enacted legislation providing that the owners 
of matured series EK savings bonds who did not desire to cash them 
could, at their option, retain their investment through an additional 
10-year period. The ‘Treasury Department announcement on 
February 14, 1957, stated that “terms of any extension privilege for 
the new bond will be determined later.” Your committee’s bill 
provides the same permissible maximum of 3% percent yield can be 
provided on savings bonds which mature on or after February 1, 1957, 
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for the period the bonds are held after maturity. Although the 
Treasury Department did not request this authority, it will enable 
the Department, if it deems this to be a desirable policy, to encourage 

eople to hold series E savings bonds which they may now have, 
Lovie their regular maturity date. This bill, by giving the Secretary 
of the Treasury discretionary authority to pay up to 3% percent 
during the extension period on E bonds which mature on or after 
February 1, 1957, will enable him to provide more favorable treat- 
ment for this period without having to come to Congress to request 
such authority. 

Table 4 shows the redemption values and investment yields of 
series E bonds outstanding at the present time. The first part of this 
table relates to bonds issued beginning May 1, 1952, with a maturity 
yield of 3.0 percent while the latter part relates to bonds issued 
before that date with a maturity yield of 2.9 percent. No comparable 
official redemption schedule is yet available with respect to the bonds 
the Treasury plans to issue with a maturity yield of 3% percent. 


TABLE 4.—Series E bonds outstanding prior to first maturity, redemption values and 
investment yields 


[Based on $75 bond—issue price) 








é Yield for— 
Redemption 
Number of years held after issue date value One addi- 
Period held !| Period to |,. 
maturity? tional 6-month 
y period 3 
Percent Percent Percent 

SON WO Cok cinasseccitieies 3.00 1.07 

75. 40 1.07 3.10 2.12 

76. 20 1. 59 3.16 2. 42 

77. 20 1.94 3.19 2. 59 

78. 2.16 3.23 2. 56 

79 2 2.19 3. 28 2. 53 

80. 20 2. 25 3.34 2. 49 

81. 20 2.28 3.41 2 46 

82. 20 2.8 3.49 3.41 

83. 60 2.43 3. 50 3. 35 

81.90 1.72 3. 87 2.47 

£2.00 1.79 401 2.44 

83 00 1.85 418 2.41 

84. 00 1.90 4.41 4.76 

86. 00 2.12 4.36 4. 65 

88. 00 2. 30 4.31 4.55 

90. 00 2.45 4, 26 4.44 

92. 00 2. 57 47 4.35 

94. 00 2. 67 4.17 4. 26 

96. 00 2.76 4.12 4.17 

98. 90 2. 84 4.08 4.08 

100. 00 TN Rica Mahia Nicci eet 








1 To beginning of each accrual period 
? From beginning of each accrual period. 


Source: Office of the Secretary of the Treasury, Analysts Staff, Debt Division. 
IV. EXPLANATION OF BILL 


Section 22 (a) of the Second Liberty Bond Act authorizes the Secre- 
tary of the Treasury (with the approval of the President) to issue 
United States savings bonds. 

Under section 22 (b) (1) of the Second Liberty Bond Act. savings 
bonds may be issued on an interest-bearing basis, on a discount basis, 
or on a combination interest-bearing and discount basis, and must 
mature not more than 20 years from the issue date. Such bonds may 
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be sold at such price or prices, and may be redeemed before maturity 
upon. such terms and conditions, as the Secretary of the Treasury may 
prescribe. However, the interest rate on, and the issue price of, 
savings bonds, and the terms upon which they may be redeemed, may 
not be such as to afford an investment yield in excess of 3 percent a 
year, compounded semiannually. 

Under section 22 (b) (2) of the Second Liberty Bond Act the 
Secretary of the Treasury (with the approval of the President) is 
authorized to provide by regulation that owners of series E savings 
bonds may (at their option) retain the bonds after maturity and earn 
interest upon the maturity values thereof for not more than 10 years 
at rates consistent with the provisions of section 22 (b) (1) of the 
Second Liberty Bond Act. 

The first section of the bill amends section 22 (b) (1) of the Second 
Liberty Bond Act by changing the maximum permissible investment 
yield from 3 percent a year, compounded semiannually, to 3 percent 
a year, compounded semiannually. This will authorize, but it will 
not require, the Secretary of the Treasury to increase the investment 
yield on those bonds described in section 2 of the bill. 

Section 2 of the bill provides that the authority provided by the 
first section of the bill may be exercised with respect to savings bonds 
bearing issue dates of February 1, 1957, or thereafter. Section 2 also 
provides that this authority may be exercised with respect to those 
series E savings bonds maturing on or after February 1, 1957, which 
are retained after maturity (but only for the period after maturity). 

The following table illustrates the maximum interest rates on sav- 
ings bonds permitted by existing law and by provisions of the bill, 
together with actual investment yields fixed by the Treasury Depart- 
ment on series E bonds. 


E-bond investment yield (percent) ! 








Issue dates Period to maturity Full extension period 














Maximum Maximum 
permissible permissible 


a 


May 1941 to April 1942_.................... 
May 1942 to January 1947. ................. 
3) February 1947 to April 1952__.... aatl 
H May 1952 to sanuary 1957... _... fella 






$0 £9 9 G0 69 os 
Ss33s8 
2 bo G9 G9 G0 o9 
SS3S38 


1 
8 February 1957 to March 1957 3. ines 


me Aprile TOSs GO OM ©... kc cc ccc cecanccdeocss 


1 Compounded semiannually. 

1 To be determined by the Secretary of the Reeeeny, but not less than 3,00 percent. 

§ Assuming this legislation is enacted and new regulations under it are issued before Apr. 1, 1957. 

‘ Based on information furnished to the committce by the Treasury Department, it appears that bonds 
issued under a new offering based on this legislation wil) afford an investment yield of approximately 34 
percent to maturity 

§ Based on information furnished to the committee by the Treasury Department, it appears that terms of 
any optional extension privilege on these bonds wil) not be decided until a later date. 
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V. CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as 
introduced, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


SECOND LIBERTY BOND ACT, AS AMENDED 


Src. 22. (a) The Secretary of the Treasury, with the approval of 
the President, is authorized to issue, from time to time, through the 
Postal Service or otherwise, United States savings bonds and United 
States Treasury savings certificates, the proceeds of which shall be 
available to meet any public expenditures authorized by law, and to 
retire any outstanding obligations of the United States bearing inter- 
est or issued on a discount basis. The various issues and series of the 
savings bonds and the savings certificates shall be in such forms, shall 
be offered in such amounts, subject to the limitation imposed by sec- 
tion 21 of this Act, as amended, and shall be issued in such manner 
and subject to such terms and conditions consistent with subsections 
(b), (c), and (d) hereof, and including any restrictions on their 
transfer, as the Secretary of the Treasury may from time to time 

rescribe. 

(b) (1) Savings bonds and savings certificates may be issued on an 
interest-bearing basis, on a discount basis, or on a combination inter- 
est-bearing and discount basis and shall mature, in the case of bonds, 
not more than twenty years, and in the case of certificates, not more 
than ten years, from the date as of whieh issued. Such bonds and 
certificates may be sold at such price or prices, and redeemed before 
maturity upon such terms and conditions as the Secretary of the 
Treasury may prescribe: Provided, That the interest rate on, and the 
issue price of, savings bonds and savings certificates and the terms 
upon which they may be redeemed shall be such as to afford an invest- 
ment yield not in excess of [3] 3% per centum per annum, com- 
pounded semiannually. The denominations of savings bonds and of 
savings certificates shall be such as the Secretary of the Treasury may 
from time to time determine and shall be expressed in terms of their 
maturity values. The Secretary of the Treasury is authorized by regu- 
lation to fix the amount of savings bonds and savings certificates 
issued in any one year that may be held by any one person at any one 
time. 

(2) The Secretary of the Treasury, with the approval of the Presi- 
dent, is authorized to provide by regulation that owners of series E 
savings bonds thereafter maturing may, at their option, retain the 
matured bonds and earn interest upon the maturity values thereof 
for not more than ten years at rates consistent with the provisions of 
paragraph (1). 
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GENERAL GOVERNMENT MATTERS APPROPRIATION 
BILL, 1958 





Marcu 8, 1957.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. Anprews, from the Committee on Appropriations, submitted the 
following 


REPORT 


{To accompany II. R. 5788} 


The Committee on Appropriations submits the following report in 
explanation of the accompanying bill making appropriations for the 
Executive Office of the President and sundry general Government 
agencies for the fiscal year ending June 30, 1958, and for other 
purposes, 

SUMMARY OF THE BILL 


The estimates considered by the Committee are contained in the 
Budget for 1958 on pages 52-63, 73, 108-111, 135-137, 141 and 168- 
169. In addition to the appropriation estimates, the Committee con- 
sidered general provisions of a governmentwide character presented 
on page 64 of the Budget. 

Appropriations recommended in the bill total $16,021,370, a de- 
crease of 23 percent, or $4,900,500, in the estimates. The amounts 
recommended are a net total of $13,895 above the appropriations 
for 1957. It should be borne in mind that there are certain manda- 
tory items contained in this bill, as in all other appropriation bills in 
this Session, resulting in increases over 1957 appropriations as follows: 


Contribution ‘to retirement fund. 2.2.2 old eek Klee $572, 008 
261st working day in 1958 30; Jain 4 ete euh Sesion ened <akede 2, 907 
Social security taxes (for proposed increases in temporary employment)_ 7, 100 

TOU . . 2 occ snd ccdscccantwcnncleeeanaeeeteeno eee 609, 015 
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Thus the amount recommended in the accompanying bill, although 
greater in total than 1957 appropriations, will result in an actual de- 
crease in funds available for employment and services in the order of 
$600,000. A tabulation of the appropriation items recommended in 
the bill appears on pages 7 and 8 of this report. 


EXEcuTIvE OFFICE OF THE PRESIDENT 


The Committee recommends appropriation of the amounts of the 
budget estimates for the Compensation of the President, The White 
House Office, Special projects, and the Executive Mansion and 
Grounds, $150,000, $2,051,970, $1,500,000, and $400,400, respectively. 

Bureau of the Budget—The bill contains a recommendation of 
$4,205,000 for appropriation to this Bureau, a reduction of $195,000 
in the estimates, and $270,000 above the appropriation for 1957. 
The increase is required for the various mandatory items. 

On July 27, 1956 the President approved Public Law 814 making 
supplemental appropriations for the fiscal year 1957. Included in 
that Act was an amount of $385,000 for the Bureau of the Budget. 
In its justifications in support of the supplemental estimate, the 
President was quoted, and the staff required for the improvement 
program was outlined, as follows: 


In his letter to the Director of the Bureau of the Budget 
of April 26, 1956, the President has stated in part: 

“T approve of your plans to have the Bureau of the Budget 
give greater emphasis in its work to the evaluation and 
advancement of administration in the executive agencies, as 
a means of more rapidly bringing about improvement in 
organization and management, including more effective 
budgeting and accounting practices, throughout the execu- 
tive branch.” 

To accomplish these purposes, the Bureau of the Budget 
plans to engage 15 additional accountants and 15 additional 
management specialists. This should enable the Bureau 
to render more effective service to the agencies in the im- 
provement of their accounting, budgeting, and management 
work. (page 829, Part 2, Hearings on The Supplemental 
Appropriation Bill, 1957). 


“ In the detailed position schedules further supporting the supple- 
mental estimate, it was indicated that 15 positions of “Organization 
and methods examiner” were required in grades GS-13, 14, 15. This 
was apparently the staff required to carry on the “management 
functions” portion of the following statement by the Director: 


Mr. BrunpaGcs, * * * we would like to do more work 
in improving the budgeting-accounting and management 
functions whether or not we go ahead with the other recom- 
mendations of the Hoover Commission. 
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Disturbed by the size of the Federal Budget and the attendant infla- 
tionary aspects, the Committee and the Congress granted substantially 








is 
it 


1- 


y 


GENERAL GOVERNMENT MATTERS APPROPRIATIONS, 1958 3 


all of the supplemental funds asked, with a hope of achieving better 
review and hence lower future budgets. The 1958 Budget, however, 
is approximately $3 billion higher than that of 1957. 

In examining the detail of the 1958 Budget estimate for the Bureau, 
the Committee was astonished to discover that, although the 1957 
appropriations were below the estimates, the number of permanent 
positions and the numbers of employees proposed to be on the pay- 
rolls as at June 30, 1957, are now estimated to be greater than was 
expected to be afforded by the full amounts of the 1957 estimates. 
Incidental to this unusual circumstance, it was noted that the num- 
ber of “Organization and methods examiner’ positions in grades 
GS-13, 14, and 15, one of the fundamentals of the supplemental 
estimate, is now shown for fiscal year 1957 not at the projected 
increase of 15 but at three less than were shown in the 1957 estimates 
prior to the supplemental request. Testimony disclosed that this 
situation arises from a shifting of positions as between organizational 
units. This appears to be borne out by examination of data pro- 
vided the Committee, but the issue remains. The increased funds 
were provided, in part, to strengthen organization and management 
work. The programed strength for the Office of Management 
and Organization remains static at 40 positions as it was before the 
justifications were presented for the supplemental estimate. Con- 
ceivably there is some improvement in organization and management 
somewhere, perhaps in the Offices of Legislative Reference and Sta- 
tistical Standards to which some of the positions appear to have been 
transferred. 

Already dismayed at the monstrous size of the Budget for 1958, the 
Committee was further disturbed to find that the Director was appar- 
ently unacquainted with the budget for his own agency. For example 
(page 187 of the Hearings): 


Mr. AnprREews. You stated in justifying the supplemental 
that you expected to have at the ol of this year 443 em- 
ployees. That is this green sheet here. 

Mr. Brunpaace. At the end of 1957? 

Mr. Anprews. Yes; 443. And we find you are winding 
up the year with an increase of 7 positions if your estimate 
of 450 for the end of the year is correct. 

Mr. Rappaport. May I make this observation? 

Mr. AnpRews. Could you answer that question first, or 
explain it, rather? 

Mr. Brunpage. Can you, Mr. Rappaport? I am afraid 
Icannot. I thought that was exactly the schedule which we 
submitted. 


Thus the Bureau was seemingly unaware of the fact that its own, as 
well as other larger agencies’ budgets, indicate greater employment 
at the end of fiscal year 1957 than had been justified in presenting 
the 1957 estimates. Since end-of-year employment is obviously taken 
into consideration in presenting estimates for the succeeding fiscal 
year, it would appear that one of the reasons for the magnitude of 
the 1958 Federal budget is the apparent inability of the Budget 
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Bureau to ferret out such fiscal inconsistency. This situation was ade- 
quately summed up by the chairman of the subcommittee: 


Mr. Anprews. * * * but the number of employees at the 
end of the year is 450 according to page 12. So we do find 
agencies, Mr. Director, coming in here and asking for X 
number of employees during the year, we cut that budget 
request, and yet in spite of the cut we find that agency with 
more employees at the end of the year than they expected 
to have if they had received no appropriation cut. It makes 
us wonder what good is budget detail in figures and what 
reliance can members of this committee put in the budget? 


The Committee makes its recommendation in the accompanying 
bill in the hope that the funds to be appropriated will result in some 
fruitful toil in the budget and management review fields. 

Council of Economie Advisers —The Committee recommends the 
appropriation of $375,000, a reduction of $23,000 in the estimates. 

National Security Council—The bill contains a recommended 
$700,000 for the Council, a decrease of $10,000 in the estimates, but an 
increase of $452,000 above the appropriation for 1957. The entire 
increase is the result of the inclusion in this item of the funds for the 
Operations Coordination Board which has heretofore been financed 
from appropriations made to the Departments of State and Defense 
and the Central Intelligence Agency. Language is included author- 
izing the same number of super-grade (GS-16, 17, and 18) positions 
for this Board as are now filled by persons who will henceforth be 
paid from this appropriation. Appropriate steps have been taken to 
assure that the total number of super-grade positions in the Govern- 
= ment in not increased as a result. 

Office of Defense Mobilization.—The bill includes $2,100,000 for this 
agency, a decrease of $280,000 in the estimates and $100,000 below the 
appropriation for 1957. ‘Testimony disclosed that many of the plan- 
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to. ning and stockpiling functions of the ODM have been virtually com- 
7 pleted, and while plans for mobilization are never static, the 
- continuation of so large a staff does not seem warranted. 

[- The Committee wishes to compliment the retiring Director, Dr. 
iS Arthur S. Flemming, on the successful administration of a complex 


and trying program. 
e Funps APPROPRIATED TO THE PRESIDENT 


Emergency fund for the President—National Defense —The bill in- 
cludes $1,000,000 for this item, the same amount as has been appro- 
priated for each of the two preceding years, and a reduction of 
$4,000,000 in the estimate. 


AmerIcAN BatttE MonuMENTS COMMISSION 


The Committee recommends total appropriations of $2,500,000 for 
the Commission, $1,250,000 each for ‘Salaries and expenses” and 
“Construction.” As the construction program draws to a close, the 
Salaries and expense item, which includes maintenance and operation 
of cemeteries and memorials, must necessarily increase. 
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CorrEGIDOR BATAAN Memortat Commission 


The bill includes $44,000 for the item which, together with the 
$56,000 appropriated in the Second Supplemental, 1956, constitutes 
the total authorized to be appropriated to the Commission. 


Foreign Ciatms SETTLEMENT COMMISSION 


The Committee recommends an appropriation of $570,000 together 
with $265,000 to be derived by transfer from the war claims fund. 
The amount recommended constitutes a reduction of $65,000 in the 
estimates of appropriation and an increase of $35,000 in total funds 
available over 1957. 


Susversive Activities Conrrot Boarp 


The bill includes $375,000 for the appropriation for the Board, a 
reduction of $20,000 in the estimate. The amount recommended will 
cover the mandatory costs and should permit the continuation of the 
staff budgeted for in the current year. 


Titte II—GeEnNeERAL PRovIsIONs 


Numerous government-wide general provisions are included in the 
bill, unchanged from the 1957 Act except as follows: 

Section 201, relating to limits on the purchase price of automobiles 
and station wagons has been revised to read $1,500 and $1,950 instead 
of $1,350 and $1,800 respectively. In this connection, the Committee 
heard testimony from representatives of the General Services Admin- 
istration (the agency which buys for civilian Government activities) 
to the effect that current bids preclude the purchase of any but stripped 
down, six-cylinder models of two of the “Big Three.” Testimony also 
disclosed that the purchasing is done on a monthly basis in spite of 
knowledge that twice annually price “‘valleys” exist. The Committee 
suggests that the Administration attempt to pool its orders so as to 
take advantage of these low points in the market. 

A new Section 210 has been added permitting apportioning on a 
deficiency basis to permit payment of wage increases when granted 
to the so-called “‘wage board” employees. This will have the effect 
of making existing appropriations more readily available whereas 
presently employees must wait considerable periods of time before 
an increase granted is actually paid. 


LIMITATIONS AND LEGISLATIVE PROVISIONS 


The following limitations and legislative provisions not heretofore 
carried in connection with any appropriation bill are recommended: 

On page 4, line 18, in connection with the National Security 
Council: 


Provided, That, in accordance with section 5065 of the Classifica- 
tion Act of 1949, as amended, but without regard to the numerical 
limitations contained therein, the Naional Security Council is 
hereafter authorized to place two additional positions in grade 
GS-18, one additional position in grade GS-17, and two 
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additional positions in grade GS-16 of the general schedule 
established by said Act. 


On page 15, line 8, in connection with general provisions: 


Sze. 210. Hereafter, any appropriation required to be 
apportioned pursuant to section 3679 of the Revised Statutes, 
as amended, may be apportioned on a basis indicating the 
need for a supplemental or deficiency estimate of appropria- 
tion to the extent necessary to permit payment of such pay 
increases as may be granted those employees (commonly 
known as wage-board employees) whose compensation is 
fixed and adjusted from time to time in accordance with pre- 
vailing rates (6 U. S. C. 1082 (7)). 
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85TH CoNnGREsSS HOUSE OF REPRESENTATIVES Report 
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REQUESTING THE PRESIDENT FOR CERTAIN INFORMA- 
TION PERTAINING TO THE 1958 BUDGET 


Marc 11, 1957.—Referred to the House Calendar and ordered to be printed. 


Mr. Cannon, from the Committee on Appropriations, submitted the 
following 


REPORT 


{To accompany H. Res. 190) 


The Committee on Appropriations, to which was referred House 
Resolution 190, having considered the same, report favorably thereon 
without amendment and recommend that the resolution do pass. 

On January 16, 1957, the President submitted to the Congress the 
Budget. for the fiscal year 1958, Measured in terms of both proposed 
authority to obligate the Government, and estimated expenditures, 
it is the largest peacetime budget ever presented in the history of the 
Nation. It proposes budget expenditures of $71.8 billions ($73.6 
billions including the highway trust fund formerly carried in budget 
totals). It calls for enactment of $73.3 billions in appropriations and 
other authority to obligate ($76.4 billions including the highway item). 

In terms of estimated expenditures the Budget for 1958 is— 

About 3 billion dollars above the current year; 
2. Between 5 and 6 billion dollars more than last year; and 
3. Between 7 and 8 billion dollars more than the year before 
that. 

In terms of proposed new authority to obligate the Treasury, the 

Budget for 1958 is— 
1. $3.2 billions above the current year; anid 
2. It exceeds fiscal year 195 56—which ended only 8 rhiontlis 
avo—by $13.2 billions. 

The dimensions of authority accorded to enter into obligations on 
behalf of the Government set the level of future spending. Larger 
and larger grants of such authority portend even higher spending in 
succeeding» years, which in turn will require continuation of the 
enormous tax take if future budget deficits are to be avoided, to say 
nothing of making substantial payments on the huge public debt of 
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2 REQUESTING INFORMATION ON 1958 BUDGET 


nearly $275 billions. The Director of the Budget, in hearings before 
the Committee on Appropriations in January of this year, went so 
far as to venture the statement that he was “fearful” that expenditures 
beyond fiscal year 1958 might go even higher. 
he Budget for 1958 has been widely condemned as being excessive. 

Authorities have labeled it as inflationary. It has been repeatedly 
and severely criticized by the press of the nation. A serious note 
of alarm at the size and direction of the Budget has been sounded 
by many Members of the House; groups of Members have formally 
expressed the view that substantial reductions in the Budget would 
be in the best interests of the people. Doubtless this reflects the 
sentiment of citizens from the four corners of the country who, accord- 
ing to all indications, are bombarding the Congress to effectively 
reduce the Budget and reduce expenditures. This sentiment is 
also manifested in sundry resolutions introduced to impose ceilings 
on maximum appropriations and spending. 

On the day the Budget was submitted, the Secretary of the Treas- 
ury held a press conference at which he stated: 


The cost of living has recently moved up somewhat in 
spite of monetary measures to restrain it. Governmental 
expenditures and the number of Government employees are 
now increasing. This trend should promptly be stopped. 


[Underscoring supplied.] 


Alarmed by the size of the Budget, the Committee on Appropria- 
tions, late in January, invited the Secretary of the Treasury and the 
Director of the Budget to come before the Committee and discuss the 
subject generally to secure information which might be of assistance 
in processing the appropriation bills, especially in view of their public 
statements of concern as to the size of the Budget. 

Moreover, on the day the Secretary was before the Committee the 
President, at his news conference, is reported to have indicated his 
belief that every dollar possible should be saved; that the figures 
submitted to the Congress (in the Bridget) are only estimates; and 
that if the Congress can cut proposed spending, it has a duty to do so. 

It is appropriate here to recall the stetemeni in the President’s 
Budget Message that— 


It is my firm belief that tax rates are still too high and 
that we should look forward to further tax reductions as soon 
as they can be accomplished within a sound budget policy. 


No concrete suggestions which would aid in reducing the Budget 
were forthcoming in the aforementioned hearings, but the Secretary 
and the Director repeatedly expressed the hope that the Committee 
and the Congress would be able to make substantial reductions in the 
Budget. It is not too much to say they seemed to express a fond hope 
that this would be done. Moreover,—and this is where the accom- 
penying Resolution is in point—they repeatedly indicated that the 

xecutive Branch was then planning a concerted and sustained effort 
to require the departments and agencies of Government to lay out a 
program of day-by-day, month-by-month economy, of “belt-tighten- 
ing,” beginning immediately, and continuing through the 1958 
a year, with view to holding expenditures below budget estimates 

or t 


e current year and also for the fiscal 1958 budget period. This 
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drive to retrench is apparently already under way, for only ten days 
ago the Director of the Budget advised the Committee that each 
department had been requested to submit to the Bureau of the Budget 
recommendations as to where cuts, both in fiscal years 1957 and 1958, 
can be made. Furthermore, it is the Director’s plan to take up the 
matter with the Cabinet. The Committee has no assurances at this 
point that such information will be made available for guidance in 
processing the Budget. 

In the meantime, the Committee has reported four appropriation 
bills to the House: 

1. The Urgent Deficiency Bill, 1957; the Committee reduced 
the budget requests by about 12 percent; 
2. The Treasury-Post Office Bill, 1958, reduced about 2 
ercent; 
” 3. The Interior Bill, 1958, reduced about 12 percent; and 
4. The General Government Matters Bill, 1958, reduced 
about 23 percent. 

In these four bills, the Committee recommended reductions aggre- 
gating $193,036,000. The House completely sustained the Com- 
mittee’s action on the first three bills; the last-named bill is scheduled 
to be considered in the House this week. 

By far the largest part of the Budget for 1958 is yet to come before 
the House and it is in these forthcoming bills that the bulk of reduc- 
tions must be made. Additional reductions will be recommended by 
the Committee. It is the purpose of the accompanying Resolution to 
formally solicit the advice of the President to the end that the Com- 
mittee and the House will have all possible information available for 
consideration in writing and processing the several appropriation bills. 
According to advice of the Budget Director, as aforementioned, infor- 
mation is in the process of being assembled and doubtless would result 
in substantial savings. 

In recommending this Resolution, it should not be inferred that the 
Committee in anywise is suggesting that the House, or the Committee, 
abdicate its constitutional responsibilities or that the Committee 
would be guided solely by any Executive recommendations that might 
be forthcoming in pursuance of the Resolution. Any recommenda- 
tions would be considered only as such; the Committee, in writing 
the several bills, would, as in the past, exercise its independent judg- 
ment in light of the situation and all the facts before it in each instance. 
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85TH CONGRESS t HOUSE OF REPRESENTATIVES Report 
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PROVIDING FOR THE RECONVEYANCE OF CERTAIN 
LAND TO THE CITY OF SPEARFISH, 8S. DAK, 


Marcu 11, 1957.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Eneaue, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany H. R. 2401) 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 2401) to provide for the reconveyance of 
certain land to the city of Spearfish, S. Dak., having considered the 
same, report favorably thereon without amendment and recommend 
that the bill do pass. 


EXPLANATION OF THE BILL 


H. R. 2401 would reconvey to the city of Spearfish, S. Dak., without 
consideration, a l-acre tract of land adjacent to and used as a part of 
the city’s park, which the city transferred to the Federal Government, 
through a third party, in 1936, for the expansion of a fish hatchery. 
The land is no longer used or wanted by the Federal’ Government. 

Prior to its conveyance to the United States in 1936, the land 
described in H. R. 2401 was owned by the city of Spearfish, S. Dak. 
The city desired to assist in the expansion of the Federal fish hatchery 
by donating the land to the Federal Government. However, due to 
certain limitations in the city charter it was necessary to donate the 
land through an individual. On September 3, 1935, the city council 
passed a resolution agreeing to donate the land to the Federal Govern- 
ment with the stipulation that the land would revert back to the city 
should the land cease to be used by the United States for fish culture 
purposes. 

On April 10, 1936, an agreement was entered into between the city 
of Spearfish and the secretary of the Spearfish Chamber of Commerce, 
providing for the conveyance of the land to said secretary who, in 
turn, was to transfer and convey said land to the United States. The 
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agreement, which is set forth in full below, contained the reversionary 
clause mentioned above. The 1l-acre tract was conveyed to the said 
secretary for the consideration of $1 and on May 16, 1936, the property 
was conveyed to the United States. Through an oversight, the land 
was conveyed by regular warranty deeds without the reversionary 
clause stipulated in the city council’s resolution, and in the signed 
agreement mentioned above. 

Following the donation of the 1-acre tract to the United States, a 
small stone building valued at $1,500 was constructed on the property 
for use as an auxiliary hatchery building. Several years later the 
water supply became unsuitable and operations at the auxiliary unit 
were abandoned in the late 1940’s. 

‘ Since 1948, the city of Spearfish has been using the property for 
recreational purposes, under a Federal use permit, as part of the city 
park. A new Federal fish hatchery is in use 8 or 10 miles west of 


; the city. 

. No expenditure of Federal funds is authorized or required by this 
NO exp q y 

£ legislation. 

. AGREEMENT OF CONVEYANCE STIPULATED BY THE CITY OF 

. SPEARFISH, 8S. DAK. 

+ The agreement entered into between the city of Spearfish and the 

. secretary of the Spearfish Chamber of Commerce for the conveyance 

. of the land in question is set forth following: 

c AGREEMENT 

peo 

fee Whereas it appearing to the city council of the city of 

" Spearfish, Lawrence County, S. Dak., that the Federal fish 

c hatchery located at the city of Spearfish needs additional 


—- 


etere ceaea wns 


land to expand and properly develop said Federal fish hatch- 
ery; and 

Whereas the city of Spearfish is the owner of certain land as 
hereinafter described, adjacent to and which will further the 
cause of said Federal fish hatchery, and the city council of 
the said city of Spearfish at a regular meeting on the 3d day of 
September 1935 passed a resolution to sell said land, and it 
appearing that in order to transfer title to said land the same 
must be conveyed to some private person for conveyance to 
the proper agency of the United States Government; and 

Whereas D. W. George, secretary of the Spearfish Chamber 
of Commerce is a suitable person to whom transfer of title to 
said land should be,made; and 

Whereas at a regular meeting of the city council on the 7th 
day of October 1935, after publishing notice, according to law, 
of sale of said land as hereinafter described, on motion made 
by Alderman L. C. Emerson to accept bid as presented and 
filed by D. W. George, and passed by unanimous vote of the 
city council: Now, therefore 

It is hereby agreed by and between the city of Spearfish, as 
first party, and D. W. George, as second party, That upon the 
execution of a conveyance of title by said first party to said 
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second party, to the real estate situated in Lawrence County, 
S. Dak., described as follows: 

Lot 1—A of the northwest quarter (NW) of the south- 
east quarter (SE¥) of section fifteen (15) in township six 
north (6 N) of range two east (2 E) of the Black Hills 
meridian, containing one acre, 

to be transferred and conveyed unto the proper agency of the 
United States Government for the use of said Federal Fish 
Hatchery, that in the event said described land shall ever 
cease to be needed and used by the said Federal Fish Hatch- 
ery for the purposes for which title to the same has been 
conveyed, then in that event all rights, title and interest in 
and to the said land as herein described shall unequivocally 
revert to the said first party. 
Dated this 10th day of April 1936. 
Signed: First party. 
Tue City or Sprarrisn, S. Dax. 
By E. Russeuu, President of the Council. 
E. Russewt (in Absence of Mayor). 
Signed: Second party. 
D. W. Georae. 


AGENCY REPORT 


The favorable report of the Department of the Interior, wherein the 
enactment of H. R. 2401 is recommended, is set forth following: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., February 20,1957. 
Hon. Criarr ENGteE, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 

Dear Mr. EnGte: Your committee has requested a report on H. R. 
2401;a bill to provide for the reconveyance of certain land to the city of 
Spearfish, S. Dak. This bill would require the Secretary of the 
Interior to transfer to the city of Spearfish, S.Dak., a l-acre tract of 
land that was originally provided by the city for purposes of a fish 
hatchery at Spearfish, 5. Dak. 

We recommend the enactment of H. R. 2401. 

This small tract of land that would be reconveyed to the city of 
Spearfish, S. Dak., was provided by the city, in 1936, for expansion of 
a Federal fish hatchery in that city. At that time, there was consid- 
erable need for expansion of the hatchery at Spearfish. The hatchery 
had been in existence since 1899, but had become inadequate to meet 
the need for increased production of fish for stocking Federal waters 
in the Black Hills region. The city desired to assist in expanding the 
fish production in that area and because of certain limitations in its 
charter, the land in question was donated to a third party who, in 
turn, conveyed it to the United States. We understand that it was 
the intention of the city that such land should be conveyed to the 
United States, subject to a condition that such land would revert to 
the city if it should cease to be used for fish cultural purposes; how- 
ever, the deed of conveyance to the United States did not contain such 
a provision, 
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Following donation of the one-acre tract to the United States, a 
small auxiliary hatchery building was constructed of stone on the 
property. This auxiliary unit was operated for several years there- 
after. Due to a change in local conditions, the water supply for the 
hatchery became unsuitable, however, several years later. Opera- 
tions at the auxiliary unit were abandoned in the late 1940’s and, 
since 1948, the city of Spearfish has been using the property for 
recreational purposes pursuant to a Federal use permit. The Federal 
Government has spent no additional funds on the property since 1948. 

We have been advised by the Bureau of the Budget that there 
would be no objection to the submission of this report to the Congress. 

Sincerely yours, 
HatFietpD CHILSON, 
Assistant Secretary of the Interior. 


The committee recommends that H. R. 2401 be enacted. 


O 
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PROVIDING THAT THE DELEGATE FROM ALASKA IN THE HOUSE 
OF REPRESENTATIVES OF THE UNITED STATES SHALL BE A 
MEMBER OF THE ALASKA INTERNATIONAL RAIL AND HIGH- 
WAY COMMISSION 


Marca 11, 1957.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Enatez, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany H. R. 4271] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 4271), to provide that the Delegate from 
Alaska in the House of Representatives of the United States shall 
be a member of the Alaska International Rail and Highway Com- 
mission, having considered the same, report favorably thereon with 
amendments and recommend that the bill, as amended, do pass. 

The amendment is as follows: 

Amend the title so as to read: 


A bill to provide that the Delegate from Alaska in the 
House of Representatives of the United States may be a 
member of the Alaska International Rail and Highway 
Commission. 


The purpose of H. R. 4271, as amended, introduced by Congressman 
Engle, is to provide that the Delegate from Alaska in the House of 
Representatives may be a member of the Alaska International Rail 
and Highway Commission. 

The act of August 1, 1956 (70 Stat. 882) established the Commission 
which shall— 

(a) make a thorough and complete study of the economic 
and military advantages of additional highway and rail trans- 
portation facilities connecting continental United States with 
central Alaska 

(b) make a thorough and complete study of the most feasible 
and direct routes of rail and highway transportation between the 
United States and Alaska, in relation to the economic benefits 
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to “i derived therefrom by the United States, Canada, and Alaska; 
an 

(c) make a thorough and complete study of the most feasible 
feeder rail and highway routes connecting coastal ports and cities 
with the rail and highway facilities between the United States 
and Alaska, determined most feasible and beneficial by the Com- 
mission. 

The Commission as originally established provided for 12 members 
to be appointed by the President, as follows: 

(1) Five of the members of the Commission shall be Members 
of the Congress of the United States, not more than three of 
whom shall be members of the same political party; 

(2) Four of the members shall be selected from the executive 
branch of the Government, of whom, if practicable, one shall be 
from the Department of the Army, to be designated by the 
Secretary of the Army, one from the Department of the Interior, 
one from the Department of State, and one from the Department 
of Commerce; and 

(3) Three of the members shall be selected from the general 
public, one of whom shall be a resident of Alaska and one of whom 
shall be a resident of the Pacific Northwest region of the United 
States. 

H. R. 4271, as amended, provides that the President may appoint 
the Delegate from Alaska as a member of the Alaska International 
Rail and Highway Commission. 

The Committee on Interior and Insular Affairs believes that the 
Delegate from Alaska should be eligible for appointment and that, if 
appointed, he could provide necessary advice and counsel on Alaskan 
affairs to the other members of the Commission and _ therefore 
recommends enactment of H. R. 4271. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as in- 
troduced, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Act or Avuaust 1, 1956 (70 Strat. 888) 


That (a) there is hereby established an Alaska International Rail 
and Highway Commission (hereinafter referred to as the ‘““(Commis- 
sion”) which shall be composed of [twelve] thirteen members, to be 
appointed by the President, as follows: 

(1) five of the members of the Commission shall be Members of 
the Congress of the United States, not more than three of whom shall 
be members of the same political party; 

(2) four of the members shall be selected from the executive branch 
of the Government, of whom, if practicable, one shall be from the 
Department of the Army, to be designated by the Secretary of the 
Army, one from the Department of the Interior, one from the De- 
partment of State, and one from the Department of Commerce; [and] 

(3) three of the members shall be selected from the general public, 
one of whom shall be a resident of Alaska and one of whom shall be a 
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resident of the Pacific Northwest region of the United States [.] ; and 

(4) the Delegate from Alaska in the House of Representatives of the 
United States. 

(b) The Commission shall select a chairman and a vice chairman 
from among its members. 

(c) A quorum of the Commission shall consist of seven members. 
Any vacancy in the Commission shall not affect its powers and shall 
be _ in the same manner in which the original appointment was 
made. 

(d) The appointment of an officer of the Army on the active list 
as a member of the Commission is authorized as an exception to sec- 
tion 1222, Revised Statutes (10 U.S. C. 576), and does not vacate his 
appointment as a commissioned officer of the Army. 

Sec. 2. It shall be the duty of the Commission— 

(a) to make a thorough and complete study of the economic 
and military advantages of additional highway and rail trans- 
portation facilities connecting continental United States with 
central Alaska; 

(b) to make a thorough and complete study of the most feasible 
and direct routes of rail and highway transportation between the 
United States and Alaska, in relation to the economic benefits to 
be derived therefrom by the United States, Canada, and Alaska; 
and ‘ : 

(c) to make a thorough and complete study of the most feasible 
feeder rail and highway routes connecting coastal ports and cities 
with the rail and highway facilities between the United States 
and Alaska, determined most feasible and beneficial by the Com- 
mission. 

In making such studies, the Commission shall give particular atten- 
tion to the feasibility of rail and highway facilities between the Pacific 
Northwest region and Alaska. In determining the most feasible and 
beneficial routes for rail and highway facilities, the Commission shall 
take into constderation the proximity to such routes of suitable sites 
for airfields. 

Src. 3. The Gémmission is authorized to cooperate with'the officials 
of the Dominion of Canada and of the Province of British Columbia 
and with any commission or similar body appointed for such purpose 
by the Dominion of Canada or the Province of British Columbia. 
The Secretary of State shall, at the request of the Commission, 
arrange for meetings with such officials and -with such commissions 
or similar bodies of the Dominion of Canada or of the Province of 
British Columbia. 

Src. 4. (a) The Commission may, in carrying out its duties under 
this Act, hold such hearings, take such testimony, sit and act at such 
places and times, and incur such expenditures as the Commission 
deems necessary. Any member of the Commission may administer 
oaths or affirmations to witnesses appearing before the Commission. 
The Commission may, without regard to the civil-service laws and 
the Classification Act of 1949, employ and fix the compensation of such 
experts, consultants, and other employees, as it deems necessary to 
assist it in carrying out its duties under this Act. 

(b) The Commission is authorized to utilize the facilities, informa- 
tion, and personnel of the departments, agencies, and establishments 
of the executive branch of the Government which it deems necessary to 
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carry out its duties under this Act; and each such department, agency, 
and instrumentality is authorized to furnish such facilities, informa- 
tion, and personnel to the Commission upon request made by the chair- 
man or vice chairman. The Commission shall reimburse each such 
department, agency, and instrumentality for the services of any per- 
sonnel utilized. The furnishing of information by any such depart- 
ment, agency, or instrumentality shall be subject to such restrictions 
as the head of t:e department, agency, or instrumentality deems neces- 
sary for the security of the United States. 

(c) In performing its duties under this Act the Commission shall 
utilize all information available by reason of any surveys and plans 
made under authority of the Act entitled “‘An Act providing for a 
location survey for a railroad connecting the existing railroad system 
serving the United States and Canada and terminating at Prince 
George, British Columbia, Canada, with the railroad system serving 
Alaska and terminating at Fairbanks, Alaska’’, approved October 26, 
1949. 

Sec. 5. The Commission may delegate to any member of the Com- 
mission or to any committee composed of members of the Commission 
any of the duties and powers conferred upon it by this Act, other 
than the duty of submitting reports and recommendations to the 
Congress pursuant to section 7. 

Src. 6. Members of the Commission shall serve without compensa- 
tion but shall be reimbursed for travel, subsistence, and other neces- 
sary expenses incurred by them in the performance of their duties. 

Sec. 7. The Commission shall report the results of its studies and 
submit its recommendations to the Congress from time to time, and 
shall make a final report and submit its final recommendations to the 
Congress not later than two years after the date of enactment of this 
Act. The final report shall include estimates of the cost of construc- 
tion of rail and highway facilities along the routes determined most 
feasible and beneficial by the Commission, together with estimates of 
the economic benefits to the United States, Canada, and Alaska. The 
Commission shall cease to exist, and all authority conferred by this 
Act shall terminate, thirty days after the date of submission of the 
final report. 

Sec. 8. There are hereby authorized to be appropriated such sums, 
not in excess of $75,000, as may be necessary to enable the Commission 
to perform its duties under this Act. Until such time as funds may 
be appropriated pursuant to this authorization,-the President is au- 
thorized to make available to the Commission, from any emergency 
fund available to him, such sums as may be necessary. 


O 
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CONSIDERATION OF HOUSE RESOLUTION 190 
Marca 11, 1957.—Referred to the House Calendar and ordered to be printed 


Mr. Smits of Virginia, from the Committee on Rules, submitted the 
following 


REPORT 
(To accompany H. Res. 192] 


The Committee on Rules, having had under consideration House 
Resolution 192, report the same to the House with the recommenda- 
tion that the resolution do pass. 
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CONSIDERATION OF H. R. 2146 


Marcu 12, 1957.—Referred to the House Calendar and ordered to be printed 


Mr. De.aney, from the Committee on Rules, submitted the following 
REPORT 
[To accompany H. Res. 193] 


The Committee on Rules, having had under consideration House 
Resolution 193, reports the same to the House with the recommenda- 
tion that the resolution do pass. 
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CONSIDERATION OF H. R. 5520 


Marcu 12, 1957.—Referred to the House Calendar and ordered to be printed 


Mr. THornperry, from the Committee on Rules, submitted the 
following 


REPORT 
[To accompany H. Res. 194] 


The Committee on Rules, having had under consideration House 


Resolution 194, reports the same to the House with the recommenda- 
tion that the resolution do pass. 
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CONSIDERATION OF H. R. 4135 


Marcu 13, 1957.—Referred to the House Calendar and ordered to be printed 


Mr. Trimstez, from the Committee on Rules, submitted the following 


REPORT 


[To accompany H. Res. 196] 


The Committee on Rules, having had under consideration House 
Resolution 196, reports the same to the House with the recommenda- 
tion that the resolution do pass. 
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RELATING TO THE ENTITLEMENT TO REENLISTMENT 
OF CERTAIN FORMER OFFICERS 


Marcu 13, 1957.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed. 


Mr. Winsteap, from the Committee on Armed Services, submitted 
the following 


REPORT 


[To accompany H. R. 3513) 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 3513) to amend title 10, United States Code, relating to the 
entitlement to reenlistment under certain circumstances of certain 
former officers, having considered the same, report favorably thereon 
without amendment and recommend that the bill do pass. 


EXPLANATION OF THE BILL 


The purpose of the bill is to amend title 10, United States Code, 
sections 3258, 3448, 8258, and 8448 to limit entitlement to serve in 
an enlisted grade under those sections to a member who is discharged 
from his officer status with an honorable discharge or who is relieved 
from active duty for a purpose other than to await appellate review 
of a sentence that includes dismissal or dishonorable discharge by .a 
general court-martial. 

Under existing law Regular Army and Regular Air Force enlisted 
inembers who serve on active duty as Reserve commissioned or war- 
rant officers, or who are discharged to accept temporary appointments 
as commissioned or warrant officers, are entitled to be reenlisted in 
theiw former grades if their service as commissioned officers or warrant 
officers terminated “honorably.” 

A commissioned or warrant officer discharged under honorable con- 
ditions may be given either an honorable discharge or a general dis- 
charge. When a commissioned or warrant officer is given a general 
discharge he is considered to have been discharged under conditions 
which are honorable but with a discharge that is less in degree than 
the highest type of administrative discharge, the honorable discharge. 
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The bill would allow the Secretary of the military service concerned 
the discretion of determining whether an officer or warrant officer 
whose service is terminated by a general discharge should be allowed 
to continue in the military as an enlisted man. 

General discharges may be given to commissioned or warrant 
officers upon their resignation under circumstances involving moral 
or professional dereliction, but not warranting trial by court-martial, 
for their inefficiency or habitual minor misconduet or for other reasons 
which indicate that the member concerned should no longer be per- 
mitted to continue in the military service. If the bill is enacted such 
officers would not be permitted as a matter of right to reenlist in their 
former enlisted grade. 

In short, the bill will permit the Army and the Air Force to deny 
the opportunity for further military service to persons who have 
demonstrated that they do not possess the minimum qualifications 
required for retention in the military service. 


COST AND BUDGET DATA 


The enactment of the legislation will cause no apparent increase 
in the budgeting requirement of the Department of Defense. 


DEPARTMENT RECOMMENDATIONS 


This proposal is a part of the Department of Defense legislative 
program for 1957 and has been approved by the Bureau of the Budget, 
as is indicated by the following letter: 


JANUARY 15, 1957. 
Honorable Sam Raysurn, 
Speaker of the House of Representatives. 

Dear Mr. Speaker: There is forwarded herewith a draft of pro- 
posed legislation to amend title 10, United States Code, relating to 
the entitlement to reenlistment under certain circumstances of certain 
former officers. 

This proposal is a part of the Department of Defense legislative 
program for 1957, and it has been approved by the Bureau of the 
Budget. The Department of the Army has been designated as the 
representative of the Department of Defense for this legislation. It 
is recommended that this proposal be enacted by the Congress. 
Purpose of the legislation 

The purpose of the proposed legislation is to amend title 10, United 
States Code, sections 3258, 3448, 8258, and 8448 to limit entitlement 
to serve in an enlisted grade under those sections to a member who is 
discharged from his officer status with an honorable discharge or who 
is relieved from active duty for a purpose other than to await appellate 
review of a sentence that includes dismissal or dishonorable discharge 
by a general court-martial. 

Under title 10, United States Code, section 3258, Regular Army 
enlisted members who serve on active duty as Reserve commissioned 
or warrant officers, or who are discharged to accept temporary appoint- 
ments as commissioned or warrant officers, are entitled to be reenlistea 
in their former grade if their service as commissioned officers or warrant 
officers terminated “honorably.” Title 10, United States Code, sec- 
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tion 3448 (d), provides that a person appointed as temporary warrant 
officer under section 3448 is entitled, ‘upon termination” of his 
appointment, to the grade held by him at the time of his appointment. 
Accordingly, under the latter section, upon termination of his appoint- 
ment, a member is entitled to the grade he held at the time of his 
temporary appointment regardless of the character of that termina- 
tion. Title 10, United States Code, sections 8258 and 8448 (d) con- 
tain provisions for Air Force personnel which are identical. to those 
pertaining to Army personnel in sections 3258 and 3448 (d), 
respectively. 

A commissioned or warrant officer discharged under honorable con- 
ditions may be given either an honorable discharge or a general dis- 
charge. The determination as to which discharge is appropriate de- 
pends on the character of the service rendered and the particular facts 
in each case. A commissioned or warrant officer given an honoral.». 
discharge, the highest type of administrative discharge, should con- 
tinue to be entitled to serve in his former enlisted grade. However, 
a commissioned or warrant officer given a general discharge should 
not be entitled as a matter of right to his former enlisted grade, fer 
he may have been discharged under circumstances which clearly in- 
dicate that hefis not qualified for further military service. For ex- 
ample, a general discharge may be given to a commissioned or war- 
rant officer upon his resignation under circumstances involving moral 
or professional dereliction but not warranting trial by court-martial, 
for his inefficiency or habitual minor misconduct, for homosexual 
tendencies not manifested by overt acts while in the service, and for 
other reasons which indicate that the member concerned should no 
ionger be permitted to continue in the military service. On the other 
hand, @ commissioned or warrant officer who is not discharged but 
who is relieved from active duty for any purpose other than to await 
appellate review of a sentence that includes dismissal or dishonorable 
discharge by a general court-martial should be entitled to his former 
enlisted grade. 

The proposed legislation will permit the Army and the Air Force 
to deny the opportunity for further military service to persons who 
have demonstrated that they do not possess the minimum qualifi- 
cations required for retention in the military service. 


Cost and budget data 


The enactment of the legislation will cause no apparent increase in 
the budgeting requirement for the Department of Defense. 
Sincerely yours, 
Wiser M. Brucker, 
Secretary of the Army. 
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CHANGES IN 


EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, there is herewith printed in parallel columns the 
text of provisions of existing law which would be repealed or amended 
by the various provisions of the bill. 


EXISTING LAW 


(10 U. S. C. 3258) 


§ 3258. Regular Army: reenlist- 
ment after service as an 
officer 


Any former enlisted member of 
the Regular Army who has served 
on active duty as a reserve officer 
of the Army, or who was dis- 
charged as an enlisted member to 
accept a temporary appointment 
in the Army, is entitled to be 
reenlisted in the Regular Army 
in the enlisted grade that he held 
before his service as an officer, 
without loss of seniority or credit 
for service, if his service as an 
officer terminated honorably, and 
he applies for reenlistment within 
six months or such other period 
as the Secretary of the Army 
prescribes for exceptional circum- 
stances after the termination of 
that service, regardless of the 
existence of a vacancy in his grade 
or of a physical disability incurred 
or having its inception in line of 
duty. 


THE BILL 


Title 10, United States Code, is 
amended as follows: 


(Sec. 1) 


(1) Section 3258 is amended to 
read as follows: 


“§ 3258. Regular Army: Reenlist- 
ment after service as 
an officer 


“‘Any former enlisted member of 
the Regular Army who has served 
on active duty as a Reserve 
officer of the Army, or who was 
discharged as an enlisted member 
to accept a temporary appoint- 
ment as an officer of the Army, is 
entitled to be reenlisted in the 
Regular Army in the enlisted 
grade that he held before his 
service as an Officer, without loss of 
seniority or credit for service, 
regardless of the existence of a 
vacancy in his grade or of a 
physical disability imeurred or 
having its inception in line of duty, 
if (1) his service as an officer is 
terminated by an honorable dis- 
charge or he is relieved from active 
duty for a purpose other than to 
await appellate review of a sen- 
tence that includes dismissal or 
dishonorable discharge, and (2) he 
applies for reenlistment within six 
months (or such other period as 
the Secretary of the Army pre- 
scribes for exceptional circum- 
stances) after termination of that 
service. However, if his service 
as an officer terminated by a 
general discharge, he may, under 
regulations to be prescribed by 
the Secretary of the Army, be so 
reenlisted.” 
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EXISTING LAW 


(10 U. S. C. 3448) 


§ 3448. Warrant officers: grades; 
appointment 


(a) The temporary warrant offi- 
cer grades in the Army are those 
prescribed for regular warrant 
officers by section 555 (a) of this 
title. 

(b) Whenever, under authoriza- 
tion by Congress, the number of 
comunissioned officers of the Army 
on active duty is more than the 
authorized strength of the Regular 
Army in commissioned officers 
on the active list, the Secretary of 
the Army shall determine the 
additional number needed in each 
of the warrant officer grades based 
on the number of warrant officers 
serving on active duty and the 
tasks being performed by the 
Army. The Secretary may ap- 
point, by warrant, qualified per- 
sons as warrant officers to fill the 
vacancies resulting from that de- 
termination. Appointments under 
this subsection continue in efiect 
during the pleasure of the Secre- 
tary. While holding such an 
appointment, a warrant officer 
may be ordered to active duty 
with any unit of the Army. 

(c) A warrant officer appointed 
under subsection (b) is entitled— 

(1) to count all periods of 
active duty under the ap- 
pointment as warrant or en- 
listed service for all purposes; 
and 

(2) to the benefits of all 
laws and regulations appli- 
cable to the retirement, pen- 
sions, and disability of mem- 
bers of the Army on active 
duty. 

(d) If a person appointed under 
subsection (b) is a member of the 
Army at the time of his appoint- 
ment, he may accept the appoint- 
ment without prejudice to his 
existing status. Upon termina- 


THE BILL 


(Sec. 1) 
(2) Section 3448 (d) is repealed. 
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EXISTING LAW 


tion of his appointment he is en- 
titled to the grade held at the 
time of that appointment. 


(10 U. S. C. 8258) 


§ 8258. Regular Air Force: reen- 
listment after service as 
an officer 

Any former enlisted member of 

the Regular Air Force who has 
served on active duty as a reserve 
officer of the Air Force, or who was 
discharged as an enlisted member 
to accept a temporary appoint- 
ment in the Air Force, is entitled 
to be reenlisted in the Regular Air 
Force in the enlisted grade that he 
held before his service as an 
officer, without loss of seniority or 
credit for service, if his service as 
an officer terminated honorably 
and he applies for reenlistment 
within six months or such other 
period as the Secretary of the Air 
Force prescribes for exceptional 
circumstances, after the termina- 
tion of that service, regardless of 
the existence of a vacancy in his 
grade or of a physical disability 
incurred or having its inception in 
line of duty. 


(U. S. C. 8448) 


§ 8448. Warrant officers: grades; 
appointment 

(a) The temporary warrant offi- 

cer grades in the Air Force are 

those prescribed for regular war- 
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THE BILL 


(Sec. 1) 


(3) Section 8258 is amended to 
read as follows: 


“§ 8258. Regular Air Force: re- 
enlistment after serv- 
ice as an officer 


“Any former enlisted member 
of the Regular Air Force who has 
served on active duty as a reserve 
officer of the Air Force, or who was 
discharged as an enlisted member 
to accept a temporary appoint- 
ment as an officer of the Air Force, 
is entitled to be reenlisted in the 
Regular Air Force in the enlisted 
grade that he held before his 
service as an officer, without loss 
of seniority or credit for service, 
regardless of the existence of a 
vacancy in his grade or of a phys- 
ical disability incurred or having 
its inception in line of duty, if (1) 
his service as an Officer is ter- 
minated by an honorable discharge 
or he is relieved from active duty 
for a purpose other than to await 
appellate review of a sentence that 
includes dismissal or dishonorable 
discharge, and (2) he applies for 
reenlistment within six months (or 
such other period as the Secretary 
of the Air Force prescribes for 
exceptional circumstances) after 
termination of that service. How- 
ever, if his service as an officer 
terminated by a general dis- 
charge, he may, under regulations 
to be prescribed by the Secretarv 
of the Air Force, be so reenlisted.’’ 


(Sec. 1) 
(4) Section 8448 (d) is repealed. 
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EXISTING LAW THE BILL 


rant officers by section 8310 (a) 
of this title. 

(b) Whenever, under authoriza- 
tion by Congress, the number of 
commissioned officers of the Air 
Force on active duty is more than 
the authorized strength of the 
Regular Air Force in commis- 
sioned officers on the active list, 
the Secretary of the Air Force 
shall determine the additional 
number needed in each of the 
warrant officer grades based on 
the number of warrant officers 
serving on active duty and the 
tasks being performed by the Air 
Force. The Secretary may ap- 
point, by warrant, qualified per- 
sons as warrant officers to fill the 
vacancies resulting from that de- 
termination. Appointments under 
this subsection continue in effect 
during the pleasure of the Secre- 
tary. While holding such an ap- 
pointment, a warrant officer may 
be ordered to active duty with 
any unit of the Air Force. 

(c) A warrant officer appointed 
under subsection (b) is entitled— 

(1) to count all periods of 
active duty under the ap- 
peacoat as warrant or en- 
isted service for all purposes; 
and 

(2) to the benefits of all 
laws and regulations appli- 
cable to the retirement, pen- 
sions, and disability of mem- 
bers of the Air Force on active 
duty. 

(d) If a person appointed under 
subsection (b) is a member of the 
Air Force at the time of his ap- 
pointment, he may accept the ap- 
pointment without prejudice to 
his existing status. Upon termi- 
nation of his appointment he is 
entitled to the grade held at the 
time of that appointment. 


O 
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DISPOSITION OF SUNDRY PAPERS 





Marcu 14, 1957.—Ordered to be printed 





Mrs. GreEEN of Oregon, from the Joint Committee on the Disposition 
of Executive Papers, submitted the following 


REPORT 


[Pursuant to act approved July 7, 1943 (57 Stat. 380), as amended July 6, 1945 
(59 Stat. 434)] 


The joint select committee of the Senate and House of Representa- 
tives, appointed on the part of the Senate and House of Representa- 
tives and acting in dining with the provisions of the act ap ae. 
July 7, 1943 (57 Stat. 380), as amelie by the act approved Jul 
1945 (59 Stat. 434), respectfully reports to the Senate and House ca 
Representatives that it has received and examined the report of the 
Archivist of the United States No. 57-5, dated February 11, 1957, 
to the 85th Congress, Ist session, submitting the following lists or 
schedules covering records proposed for disposal by the Government 
agencies indicated : 








Job. No. Agency by which submitted Job No. Agency by which submitted 
II-NN A~1782...| The Renegotiation Board. II-NN A-2300...| Department of the Air Force. 
TI-NN A-2035...| General Services Administration. || II-NN A-2302_. Do, 

II-NN A-2249...| Department of the Army. II-NNA-2303... Do. 

II-NN A-2255...| Department of the Air Force. II-NNA-2304... Do. 

II-NNA- 2261... Do. II-NN A-2305_.. Do. 

II-NN A-2262. .. Do. II-NN A-2308_.. Do. 

II-NN A-2271.. Do. II-NN A-2309.. Do. 

II-NNA-2272._- Do. II-NNA-2310...| Department of Agriculture. 
II-NN A-2275...| Federal Trade Commission. II-NNA-2314...| Department of the Na 
II-NN A-2277...| Department of the Air Force. II-NN A-2320...| Department of the Air ores. 
II-NNA-2279. .. Do. II-NN A-2324... Do. 

II-NN A-2282... Do. | II-NNA-2334...| Department of the Army. 
II-N N A-2283... Do. | II-NN A-2337...| Department of the Air Force. 
II-NN A-2284_. Do. II-NNA-2350_.. Do. 

II-NN A-2288_- Do. Nine Do. 

II-NN A-2289... Do. II-NN A-2362_. Do. 

II-NN A-2292. .. Do. III-N A V-199__.| General Services Administration. 
TIl-NN A-2293.._- Department of the A ITI-NAV-215._. Do. 

II-NN A-2294...| Department of the Air Force. III-NAV-221__. Do. 

II-NN A-2297... Do. ITI-N A V-222_.. Do. 

TI-NN A-2298. _. Do. ILI-N A V-228... Do. 

II-NN A-2299- . Do. ITI-NIR-184.... Do. 
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Your committee reports that the records proposed for disposal in 
the said lists or schedules reported by the Archivist of the United 
States do not, or will not after the lapse of the period specified, have 
sufficient administrative, legal, research, or other value to warrant 
their continued preservation by the Government and recommends that 
their disposal be accomplished subject to the proviso of section 6 
and the provisions of section 9 of the aforementioned act, as amended. 

Respectfully submitted to the Senate and House of Representatives. 

Evita GREEN, 
Rosert J. CorsBeEtrT, 
Members on the Part of the House. 


Our D. JoHnstTon, 
FraNK CARLSON, 
Members on the Part of the Senate. 


O 
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DISPOSITION OF SUNDRY PAPERS 
Marcna 14, 1957.—Ordered to be printed 


Mrs. GREEN of Oregon, from the Joint Committee on the Disposition 
of Executive Papers, submitted the following 


REPORT 


{Pursuant to act approved July 7, 1943 (57 Stat. 380), as amended July 6, 1945 
(59 Stat. 434)] 


The joint select committee of the Senate and House of Representa- 
tives, appointed on the part of the Senate and House of Representa- 
tives and acting in compliance with the provisions of the act approved 
July 7, 1943 (57 Stat. 380), as aaa by the act ranean caly 6 
1945 (59 Stat. 434), respectfully reports to the Senate and House o 
Representatives that it ioe received and examined the report of the 
Archivist of the United States No. 57-6, dated February 27, 1957, to 
the 85th Congress, Ist session, submitting the following lists or sched- 
ules —— records proposed for disposal by the Government agen- 
cles Indicated : 











jod No. Avency by which submitted = | Job No. | Agency by which submitted 

it-NNA-2318._.| Department of the Navy. | Il-NNA-2373_.__| General Services Administration. 
1l-N NA-2326...| U. S. Atomic Energy Commis. || [I-NNA-2376...| Department of the Army. 

sion. Il-NNA-2377...| Department of the Air Force. 
1l-N NA~-2827...| General Services Administration. || [I-NNA-2378... Do. 
Il-NNA-2329_._| U. S. Atomie Energy Commis- || [I-NNA-2384_._ Do. 

sion. [I-N N A-2385. .. Do. 
Il-NN A-2346_.. Do. Il-NNA-2386...| Department of the Army. 
LI-N N A-2347... Do. II-N N A-2387...| U. 8. Civil Service Commission. 
Il-NNA~-2348._.. Do. IIl-NNA-2391...| General Accounting Office. 
Il-NNA-2853...| Tennessee Valley Authority. II-N NA-2401...| General Services Administration. 
Il-N N A-2363... Do ILI-NAV-224. __ Do. 
II-N N A-2347_._| General Accounting Office. LII-NAV-229_ _. Do. 
Il-NNA-2372._.| Department of the Treasury. }| III-NNR-176.../ Do. 


Your committee reports that the records proposed for disposal in 
the said lists or schedules reported by the Archivist of the United 
States do not, or will not after the lapse of the period specified, have 
sufficient administrative, legal, research, or other value to warrant 
their continued preservation by the Government and recommends 
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that their disposal be accomplished subject to the proviso of section 6 
and the provisions of section 9 of the aforementioned act, as amended. 
Respectfully submitted to the Senate and House of Representatives, 
Evirn GREEN, 
Ropert J. CorsBeErt, 
Members on the Part of the House. 
Our D. Jounston, 
FRANK CARLSON, 
Members on the Part of the Senate. 


O 
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INDEPENDENT OFFICES APPROPRIATION BILL, 1958 


Marcu 15, 1957.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Tuomas, from the Committee on Appropriations, submitted the 
following 


REPORT 


[To accomnpany H. R.. 6070} 


The Committee on Appropriations submits the following report in 
explanation of the accompanying’ bill making appropriations for 
sundry independent executive bureaus, boards, commissions, corpora- 
tions, agencies and offices for the fiscal year ending June 30, 1958, 
and for other purposes 


SCOPE OF THE BILL 


The bill is based on estimates included in the 1958 budget document 
(H. Doc. No. 16). ‘The items are found in the sections on Independent 
Offices, pages 96 through 240; General Services Administration, pages 
242 through 277; Housing and Home Finance Agency, pages 278 
through 322; and Funds Appropriated to the President, pages 72 
and 73. 

APPROPRIATIONS AND ESTIMATES 


The total amount recommended in the bill is $5,406,201,700, which 
is $584,640,126 below the appropriations for 1957 and is $516,993,300 
less than the budget estimates for 1958. The overall amount recom- 
mended in the bill for appropriation is $5,406,201,700, or a reduction 
of over 8.7 percent in the total budget estimates. Veterans Adminis- 
tration items are 82 pereent of the total amount considered. by the 
Committee and are reduced in the overall by $206,657,700, or approxi- 
mately 4.2 percent. [tems for agencies other than the Veterans 
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2 INDEPENDENT OFFICES APPROPRIATIONS, 1958 
Administration compose the other 18 percent of the budget con- 
sidered and are reduced in the bill $310,335,600, or over 30 percent. 

The Committee has made every effort to differentiate between those 
functions which are necessary and those which are desirable and has 
reduced to a minimum the amounts provided for each program. The 
Committee has denied all requests for additional automobiles and it 
urges each agency of the Government to use the GSA motor pools 
located throughout the United States for meeting necessary automo- 
tive needs. 

In its examination of the budget estimates the Committee notes that 
there are substantial increases for travel. The per diem rates were 
increased from $9 to $12 in last year’s budgets. It appears that the 
higher the per diem, the more travel, so the Committee is denying 
all increases in travel over last year. 


PAYMENT TO THE CIVIL SERVICE RETIREMENT AND DISABILITY FUND 


The present deficit in the civil service retirement fund, due to the 
failure of the Government to make its contributions, is $17.9 billion. 
In the last four years, from June 30, 1953, to June 30, 1957, the 
deficit has increased from $9.9 billion to $17.9 billion, an ineréase 
of over $8.0 billion. The total assets in the fund on June 30, 1957, 
are estimated at less than $7.5 billion. 

In order to make the fund self-sustaining in 1958 the Congress would 
itave to appropriate $564,210,000, and the bill is short by that amount. 
[.ast year as a step toward making the fund self-sustaining the Con- 
«ress did appropriate $525,000,000. This was $230,000,000 over the 
hudget estimate and the second year in a row that the Committee 
recommended amounts for payment to the fund substantially in excess 
of the Budget. 


SUMMARY OF ESTIMATES AND APPROPRIATIONS FOR AGENCIES IN THE 
BILL 


The amount for each agency in the bill is set forth in the following 
table, and a more detailed tabulation giving each item of appropria- 
tion is included at the back of the report. 








Budget Recom- | Bill com- 
Agency | estimates, | mendedin | pared with 
1958 | bill for 1958 estimates 
| 

Civil Service Commission.................------.------------- | $22,924,000 | $21,001,800} —$1, 832, 200 
Federal Civil Defense Administration. .....................-- 130, 000, 000 39, 300, 000 —90, 700, 000 
SEE CE. gcantingwbicdartvasedscccubcpbudeceeouksbbhuned 10, 000, 000 10, 000, 000 }...........-.. 
Federa]) Communications Commission...................-...- 8, 950, 000 8, 300, 000 —650, 000 
Federal Home Loan Bank Board......................-.....- wy Cee: Wace dlccebokes 
Federa] Power Commission..........................-..--.-.- 5, 000 5, 530, 000 —370, 000 
Federal Trade Commission. ...................-..--------.--- 6, 250, 000 5, 950, 000 —300, 000 
General Accounting Office. ....................-......-..-..-- 37, 800, 000 36, 050, 000 —1, 750, 000 
- General Services Administration.___..............--..-.....-- 442, 629,000 | 277,389,600 | —165, 239, 400 
Housing and Home Finance Agency-.....................-..-- 127, 900,000 | 119, 645, 000 —8, 255, 000 
Interstate Commerce Commission. -.-...............--.-.-.--- 17, 500, 000 16, 500, 000 —1, 000, 000 
National Advisory Committee for Aeronautics__.............. 118,284, 000 | 107, 000, 000 —11, 284, 000 
National Capital Housing Authority_.....................--.- 42, 000 40, 000 —2, 000 
National Science Foundation. ..................- 000, 000 40,000,000 | —25,000, 000 
National Security Training Commission 75, 000 0 —75, 600 
I cer acicaciedinncciaibtnsiuelinenniiiee 400, 000 3, 000, 000 —400, 000 
Securities and Exchange Commission...................-..-.- 178, 000 6, 700, 000 —478, 000 
ES 000, 000 27, 000, 000 —3, 000, 000 
SD AINSI gis cn cninccuctncneasiucasssbseniencsoue 4, 889, 363, 000 |4, 682, 705,300 | —206, 657, 700 
seein cen cnabkataesnntaddatevnsadssanuniniabnaie 5, 923, 195, 000 |5, 406, 201, 700 | —516, 993, 300 


4 Limitations on the use of corporate funds only. 
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CIVIL SERVICE COMMISSION 


Salaries and expenses.—The bill includes $18,300,000 for salaries 
and expenses of this Commission, which is $1,700,000 less than the 
budget estimate and an increase of $892,500 over the amount appro- 
priated in 1957. The increase is due entirely to retirement fund 
contribution costs not previously included in this appropriation. 
The amount provided permits the Commission to staff the same 
number of employees as in 1957. It was testified that Government 
employment was at 2,398,470 on June 30, 1956, and is expected to 
stabilize at 2,390,000 in 1957 and 1958. While the Budget provides 
for larger numbers in 1958, the Committee knows the agency per- 
sonnel budgets can and will be reduced. In view of this fact, and 
that Government employee turnover rate is level or on a downward 
trend, there seems to be no vital need for additional personnel. 

Investigations of United States citizens for employment by interna- 
tional organizations.—The bill includes $491,800 to finance the same 
number of investigations of United States citizens who have applied 
for employment by international organizations as in the current year. 
The amount recommended includes an increase of $4,300 for retire- 
ment costs, but is a decrease of $15,200 in the budget estimate. 

Annuities, Panama Canal construction employees and Lighthouse 
Service widows.—The Committee recommends $2,300,000 to pay an- 
nuities to persons who were employed on the construction of the 
Panama Canal or to their widows, and to widows of former employees 
of the Lighthouse Service. This is an increase of $276,000 over 1957 
and is $117,000 less than the budget estimate. The amount for 1958 
is to finance the increased annuities of Panama Canal construction 
employees authorized in recent legislation. 

Administrative erpenses, employees life insurance fund.—The Com- 
mittee recommends $123,800 for reimbursement to the Civil Service 
Commission for expenses incurred in the administration of the Fed- 
eral Employees’ Group Life Insurance Act of 1954. This amount 
provides a slight increase of $6,300 over 1957 to cover retirement 
costs, and is a reduction of $99,200 in the budget estimate. 


FEDERAL CIVIL DEFENSE ADMINISTRATION 


The Committee has considered budget estimates for civil defense 
of $130,000,000. The Committee is recommending $39,300,000 for 
appropriation in 1958, a reduction of $54,260,000 under 1957 appro- 
priations and $90,700,000 less than the budget estimates. 

In a weekly news conference the President is quoted in The Wash- 
ington Post, February 7, 1957, as saying: 

‘The likelihood of any nation possessing these great weapons 
of massive destruction (using them in an attack) grows less, 
1 think, every year. . . . I believe as their understanding of 
them grows, then the less chance that they would go on an 
adventure that brought these things into play, because as I 
see it, any such operation today is just another way of com- 
mitting suicide.” 

The Committee recommends that funding of additional stockpile 
material which adds to supplies already on hand can be safely deferred, 
as we have on hand and on order $219.5 million in supplies, some of 
which are six years old. These supplies are poorly located from the 
standpoint of availability and hn be made more readily accessible. 
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The saving from this reduction is $71,700,000 and accounts for the 
major part of the reduction made in the estimates for this agency. 

The Committee has increased the operations program by $4,700,000 
over this year, which includes 200 new jobs, and the Federal contribu- 
tions program is continued at its current $17,000,000 level. 

The Committee wishes to express its commendation of Governor 
Val Peterson for his fine character and his outstanding efforts on 
behalf of civil defense. His efforts have advanced civil defense in the 
United States a long way in the time he has been Administrator and 
the country is indebted to him for his excellent service. 


FUNDS APPROPRIATED TO THE PRESIDENT 


Disaster relief —The Committee recommends the budget estimate 
of $10,090,000 for this purpose. The administration of this program 
is delegated by the President to the Federal Civil Defense Adminis- 
tration. 

FEDERAL COMMUNICATIONS COMMISSION 


Salaries and expenses.—The Commitiee recommends $8,300,000 for 
Commission activities in 1958. This amount is a reduction of $650,000 
in the budget estimate, but is an increase of $472,000 over the 1957 
appropriation. The Commission is dealing with an industry that is 
oe rapidly and it should exercise all due diligence to use the 
unds provided efficiently to the end that prompt and efficient service 
is given to the public. 


FEDERAL HOME LOAN BANK BOARD 


The bill provides for the use of $1,200,000 of corporate funds for 
administrative expenses of the Federal Home Loan Bank Board in 
1958, a reduction of $100,000 in the budget estimate and an increase 
of $163,300 over authorizations, for 1957. The increase includes 
$65,200 for retirement fund expenses and $98,100 additional for in- 
creased workload associated with the rapid growth of the Federal 
home loan bank system. At the present time the savings and loan 
business is growing at the rate of approximately $5 billion per year. 

The bill also makes available the budget estimate for $5,665,000 of 
corporate funds to finance examinations of Federal and State chartered 
institutions, an increase of $1,376,000 over the amount provided in 
1957 for such examinations. The Committee has been urging the 
Board to get its examination schedule on a 12-month basis for the 
last two years. At the close of fiscal year 1956 the average period 
between examinations was down to 13 months, and it will be reduced 
to 12 months in the current fiscal year and maintained on that basis. 

Federal Savings and Loan Insurance Corporation.—The bill provides 
$650,000 for administrative expenses of the Corporation, an increase 
of $54,000 over 1957 and a reduction of $50,000 in the budget estimate. 
The inereased limitation provides $33,750 for:retirement costs and an 
additional $20,250 for other items of expense for 1958. 
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FEDERAL POWER COMMISSION 


Salaries and expenses.—The bill provides $5,530,000 for this Com- 
mission, an increase of $305,000 over the appropriation in 1957 and a 
reduction of $370,000 in the budget estimate. The amount provided 
over 1957 is for retirement costs, and the bill in effect continues in 
1958 the present level of employment. The Commission ry ome 
important segments of the electric and gas industries in the United 
States with respect to their facilities, services and rates, and the Com- 
mission is urged to continue to concentrate its efforts on giving efficient 
service to the public. 


FEDERAL TRADE COMMISSION 


Salaries and expenses.—The Committee recommends a $5,950,000 
appropriation for the Federal Trade Commission, an increase of 
$400,000 over 1957 and a decrease of $300,000 in the budget estimate. 
The increase provides $325,000 for payment to the Civil Service 
Commission for retirement benefits for Federal Trade Commission 
civil service employees, and the remaining $75,000 increase is to be 
devoted entirely to antimonopoly work. The $100,000 requested to 
expand the Quarterly Summary of financial reports to include whole- 
sale trade, retail trade, and mining corporations is specifically denied, 
and the Committee directs that the present financial statistics pro- 
gram and the reporting requirements the FTC makes of the public 
not be expanded, 

GENERAL ACCOUNTING OFFICE 


Salar‘es and expenses.—The Committee recommends $36,050,000 for 
this Office in 1958, the same amount as in 1957 plus $2,050,000 for 
retirement costs, and a reduction of $1,750,000 in the budget estimate. 
The Committee is impressed with the outstanding ability of Comp- 
troller General Campbell and intends to give him every support. 

in providing for the same employment as in 1957 the Committee has 
taken into consideration the fact that considerable difficulty is being 
experienced by the GAO in obtaining qualified accountants in spite of 
the vigorous recruiting program now being pursued. It was testified, 
however, that the prospect of filling vacant positions in 1958 now 
Jooks good and the Committee hopes they will be filled as is expected. 
There are now 322 positions vacant that are already financed by the 
1957 appropriations, and the bill continues in 1958 the financing of 
such positions, which in effect will permit an increase of 312 over the 
current level of employment. 


GENERAL SERVICES ADMINISTRATION 


Operating expenses, Public Buildings Service-—This appropriation 
finances real property activities under the jurisdiction of the General 
Services Administration, including operating expenses for Govern- 
ment-owned and leased buildings. For such purposes the Committee 
recommends $127,464,000 for appropriation in 1958, an increase of 
$9,082,500 over comparable appropriations in 1957, and a decrease of 
$14,536,000 in the budget estimate. 
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The contingent amount in the estimates for wage board pay in- 
creases is not allowed, as the Committee does not approve of contingent 
appropriations, but it will recommend appropriations as are neces- 
sary when the actual need for such appropriations arrives. The 
request for additional leased space is allowed only in part inasmuch 
as it is doubtful that the total amount of space requested by agencies 
will be needed. 

Repair and improvement, federally owned buildings.—This appro- 
priation provides $65,000,000 for repairs, renovations, and improve- 
ments for over 4,500 Federal buildings under the jurisdiction of the 
General Services Administration, and is a net increase of $9,644,450 
over appropriations available in 1957 and a decrease of $20,500,000 in 
the estimates. The Committee directs that within the overall appro- 
priation priority be given to maintenance and repair items and that 
projects outside the District of Columbia should receive priority ove” 
those within the District of Columbia. The Committee is of the 
opinion that the air-conditioning program can be extended over a 
longer period of time than was proposed in the Budget. 

Sites and expenses, purchase contract and public buildings projects.— 
The bill includes the $20,000,000 budget estimate for site acquisition, 
design, and program expenses in connection with the acquisition of 
public buildings under the lease purchase program. The bill also 
provides that $500,000 of such amount may be used for construction 
of approved small public buildings projects outside the District of 
Columbia. 

The Committee believes the public buildings construction program 
will be resumed at some future date. ‘Therefore, the bill provides 
funds that will permit the acquisition of sites and preparation of 
drawings and specifications to continue at an increased rate. Next 
year the Committee will consider financing for a $350 million to $500 
million public buildings program by direct appropriation if the present 
lease-purchase program is not operating satisfactorily. The GSA 
asked the Bureau of the Budget for $335 million this year to finance 
a construction program by direct appropriation but this request was 
denied. 

Payments, public buildings purchase contracts.—The bill provides an 
appropriation of $1,331,100 for payments of principal, interest anc 
taxes under contracts entered into pursuant to the Public Buildings 
Purchase Contract Act of 1954. The amount provided includes pur- 
chase contract payments for buildings at Rock Island, IIl.; Franconia, 
Va.; and Portland, Oreg. The latter two buildings are already con- 
structed and occupied by the Government under rental arrangements 
which have lease-purchase clauses in the present contracts. By 
purchasing the buildings now it is estimated that the Government 
will spend $217,000 less in 1958 as compared with rental costs that 
would otherwise be required. 

The bill also provides for a $9,000,000 increase in limitation on the 
aggregate annual payments for amortization of principal and interest 
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which the Administrator is authorized to enter into for publie build- 
ings purchase contracts as proposed in the budget estimate. The 
Committee has added a proviso requiring that before contracts are 
entered into they shall first have been authorized by the appropriate 
legislative committees and by the Committees on Appropriations 
as to amount. 

Construction, public buildings —The bill contains $2,125,000 for 
construction of 5 border stations for the Bureau of Customs and the 
Immigration and Naturalization Service where present border station 
facilities are totally inadequate. In reducing the estimate by $375,000 
the Committee believes all five buildings can be constructed within 
the amount provided. 

Acquisition of land, District of Columbia.—The Committee has 
denied the $1,675,000 budget estimate for acquiring by condemnation 
several parcels of land in private ownership in the District of Columbia 
opposite the site of the proposed new State Department and Civil 
Service Commission buildings. The Committee does not believe it is 
necessary to acquire such properties at this time. 

Operating expenses, Federal Supply Service—The Committee recom- 
mends that the Federal Supply Service activities be financed in 1958 
with $3,360,000 of appropriated funds and $1,600,000 from the pro- 
ceeds of sales of eit otis personal property. The total amount pro- 
vided is a net increase of $644,900 over 1957 and a reduction of $1,390,- 
000 in the budget estimate. 

The committee has allowed no increase over 1957 in the supply 
standards program where $1,041,900 additional was requested pri- 
marily for cataloging items in the supply system, but such activities 
are continued at the current rate. The Committee has approved the 
request for retirement costs for the entire program, and approxi- 
mately one-half of the increases proposed in the estimates for each of 
the other activities except supply standards. 

Expenses, supply distribution.—The Committee has allowed $17,- 
765,000 for operating the GSA stores located in each of its 10 regions. 
This is an increase of $2,695,000 over the 1957 appropriations and is a 
reduction of $2,235,000 in the budget estimate. 

The amount approved by the Committee is based on sales of 
$237,000,000. The contingent amount of appropriation requested 
based on sales of $252,000,000 has not been allowed since the Com- 
mittee does not approve of contingent appropriations but will consider 
the actual need for additional funds het more definite information 
is available. 

General supply fund.—Continued expansion of the sales and motor 
pool programs require an increase in capitalization of the supply 
fund. The Committee has allowed $12,500,000, a reduction of 
$12,500,000 in the estimate, which will bring the capital investment 
of the United States Government in the fund to $77,400,000. 

Operating expenses, National Archives and Records Service.—The bill 
provides $7,254,500 for the National Archives and Records Service, 
including 10 regional records centers and 5 annexes, the Franklin 1D. 
Roosevelt Library, and the new Harry S. Truman Library. The in- 
crease over 1957 provides for retirement costs and $55,000 for staffing 
the Truman Library which will open shortly. The Committee directs 
that the $55,000 requested in this item for operating and maintenance 
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costs of the new library shall be financed from the appropriation for 
operating expenses, Public Buildings Service. 

Operating expenses, Transportation and Public Utilities Service. — 
The bill contains $1,330,000 for this program in 1958, a reduction of 
$370,000 in the budget estimate and an increase of $78,900 over 1957. 
The amount approved is equal to the sum provided in 1957 plus the 
payment for retirement costs. The Committee is of the opinion that 
this is a good program and eventually it will result in savings to the 
Government as the Service acquires more experienced personnel. 

Strategic and critical materials.—The Budget program for this item 
in 1958 is $359,627,000, which includes a $130,000,000 appropriation, 
a carryover of $145,680,000 from 1957, and lesser funds from other 
sources. The Committee recommends for appropriation $19,000,000. 

The value of all strategic materials of stockpile grade in United 
States Government inventories on June 30, 1957, is estimeted at 
$7.2 billion. An additional $265 million of non-stockpile grade ma- 
terials is in the strategic and critical material stockpile and Defense 
Production Act program inventories, and materials valued at $970 
million are on order, or a total of over $8.4 billion at the beginning 
of fiscal year 1958. On June 30, 1958, it was estimated that the 
minimum objective will be obtained on 51 commodities out of 
72 stockpile materials. These 51 materials are the basic items. 
Eighty-one percent of the minimum stockpile requirement is in the 
warehouse or on order. 

Abaca fiber program.—The bill limits administrative expenses for 
this program to $47,000 in 1958, a reduction of $53,000 in the 1957 
authorization and $47,500 less than the budget estimate. The Budget 
program contemplates having 15,000 acres of abaca under cultivation 
which will produce 9,800,000 pounds of abaca fiber. The cumulative 
loss in this program from 1954 through 1958 is estimated at $8,939,000. 
The Committee questions whether it is necessary to continue to su)- 
sidize this program indefinitely, and directs that alternative possibili- 
ties be reviewed to provide for stockpile needs so this program can 
be liquidated. 

Salaries and expenses, Office of Administrator—The bill provides 
$260,000 for the Office of the Administrator, which is $135,000 less 
than the appropriation for 1957 and $4,000 under the budget estimate. 
The Committee believes the Government has an outstanding Adminis- 
trator in Mr. Floete and has seldom had an Administrator appear 
before it who works so hard at his job, or knows the programs under 
his administration so well. 

Administrative operations fund.—The Committee has allowed 
$10,230,000 for the financial, administrative, legal, and planning 
services required to support all programs of the General Services 
Administration in 1958. This is the same amount as in 1957, plus 
retirement costs, and is a reduction of $1,370,000 in the budget estimate. 


HOUSING AND HOME FINANCE AGENCY 


Salaries and expenses, Office of the Administrator.—The Committee 
recommends $6,930,000 for the Office of the Administrator, a reduction 
of $995,000 in the budget estimate and an increase of $705,000 over 
1957. The amount recommended provides for continuing the current 
level of operation in 1958 in all programs except urban renewal, where 
the net increase over retirement costs is $417,000. The Voluntary 
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Home Mortgage Credit Program is not included in the 1958 budget 
estimate as it must have legislative authorization to be continued. 

The appropriation language also contains a limitation on non- 
administrative expenses for inspections and financial audits of college 
housing, public facility and defense community facility, and slum 
clearance and urban renewal projects. The amount provided is an 
increase of $400,000 over 1957 and is $500,000 less than the limitation 
proposed in the budget estimate. 

efense mobilization functions.—The Committee has denied a new 
item in the estimates for $175,000 for financing the cost of performing 
functions delegated to the Housing and Home Finance Agency by 
the Office of Defense Mobilization. 

Urban planning grants.—The bill contains $1,275,000 for matching 
grants to State, metropolitan, or regional planning agencies to help 
finance surveys and urban renewal planning in small cities and 
metropolitan and regional areas. The amount provided is a reduc- 
tion of $225,000 in the budget estimate and also from the amount pro- 
vided in 1957. ‘Total appropriations of $10,000,000 are authorized 
for the program, and $4,500,000 has been provided in previous years. 

Reserve of planned public works (payment to revolving fund).—The 
Housing Act of 1954 authorizes a program of interest-free advances to 
State and local public agencies for planning of local public works. It 
establishes a revolving fund to which appropriations are made until a 
total of $48,000,000 is in the fund. Appropriations of $12,000,000 
have been made to the fund to date. 

The Committee recommends a $5,000,000 appropriation for 1958, 
or $2,500,000 less than the appropriation in 1957 and a reduction of 
$1,000,000 in the budget estimate. Such amount when added to a 
carryover of $3,000,000 of 1957 funds makes a total of $8,000,000 
available in 1958 for making new advances. 

Administrative expenses, college housing loans.—The bill provides 
$1,327,000 for administrative expenses related to the college housing 
loan program, a reduction of $373,000 in the budget estimate and an 
increase of $227,000 over 1957. The program is financed by a Treas- 
ury borrowing authorization of $750,000,000, and the program 
presently provides loans at a 2% percent interest rate to finance hous- 
ing and related facilities at educational institutions. The limitation 
in the bill on administrative expenses will provide $172,500 over 1957 
plus retirement costs. 

Office of the Administrator, public facility loans—The Committee 
authorizes $400,000 for administrative expenses in connection with 
the program for making loans to States and municipalities for essential 
public works or facilities. The amount provided is an increase of 
$32,000 over 1957, and is $90,000 less than the budget estimate. The 
public facility loan program is used primarily for financing water and 
sewer projects in smal] communities who are not able to obtain funds 
from other sources, and funds are provided by a Treasury-borrowing 
authorization of $100,000,000. 

Office of the Administrator, revolving fund (liquidating programs).— 
The bill provides $970,000 for administrative expenses for programs in 
liquidation, of which $865,000 will be used by the Public Housing 
Administration for liquidating the emergency housing program, and 
$105,000 will be used by the Administrator for liquidating other 
programs. This is a reduction of $1,195,000 from the amount of 
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limitation in 1957 and is $970,000 less than the budget estimate. 
The budget program assumes the disposition by the end of 1958 of 
virtually all property in the defense and emergency housing programs, 

Federal National Mortgage Association —The bill includes a 
$4,750,000 limitation on administrative expenses for this corporation 
in 1958, which is an increase of $725,000 over 1957 and a reduction of 
$500,000 in the budget estimate. The amount authorized by the 
Committee includes $255 ,000 for retirement costs and $470,000 over 
1957 for administrative expenses associated with increased activity in 
Secondary Market Operations and in the Special Assistance Functions. 

Federal Housing Administration —The bill provides $7,260,000 for 
administrative expenses of the Federal Housing Administration, an 
increase of $360,000 over the amount authorized in 1957 and a reduc- 
tion of $140,000 in the budget estimate. The amount provided allows 
for the same level of employment as in 1957 plus retirement costs of 
$358,000. In the opinion of the Committee, Commissioner Mason is 
one of the finer administrators in Government in every regard. 

The bill also provides $36,000,000 for nonadministrative expenses to 
process mortgage insurance applications in the field. 

Public Housing Administration, administrative erpenses—The Com- 
mittee recommends an $11,440,000 appropriation for administrative 
expenses of the public housing program in 1958, a reduction of 
$1,860,000 in the estimate and an increase of $740,000 over the appro- 
priation for 1957. The amount appropriated for 1958 is the same 
amount as is available for 1957, plus retirement costs. 

Annual contributions.—The bill includes $95,000,000 for payments 
to local public housing authorities under annual contributions con- 
tracts, an increase of $2,000,000 over 1957 and a reduction of $4,000,000 
in the budget estimate. If the Public Housing Administration can 
make economies in local housing authority budgets through its ap- 
proval authority savings will result and annual contributions payments 
can be reduced, otherwise the Government will have to pay the full 
subsidized cost. Abuses have come to the attention of the Committee 
by certain local authorities where families with excessive incomes are 
permitted to enjoy subsidized housing, and steps should be taken by 
PHA nsdiately to stop such abuses and to prevent them in the future; 


INTERSTATE COMMERCE COMMISSION 


Salaries and expenses.—The Committee recommends $16,500,000 
for the Commission in 1958, an increase of $1,620,304 over 1957 and 
a reduction of $1,000,000 in the budget estimate. The amount ear- 
marked for expenses for railroad safety activities is increased from 
$1,230,178 in 1957 to $1,350,000, and the amount for locomotive 
inspection is increased from $849,500 to $950,000 in 1958. 

The Committee has denied funds requested for defense mobilization 
functions in accord with a statement in its report last year that the 
Committee expected such activities to come to a conclusion during 
fiscal year 1957 since tax amortization work had been about completed. 
The Commission has experienced employees engaged in defense mobil- 
ization functions who can be of great value in other programs and the 
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Committee has allowed funds for their salaries provided they: are 
assigned to other work. 

The amount of increase the Committee has approved includes 
$880,000 for the agency contribution for retirement costs, plus an 
additional $740,000 for the overall program, and the amount provided 
in the bill together with the large increase received by the Commission 
in 1957 should enable the Commission to do an outstanding job. 


NATIONAL ADVISORY COMMITTEE FOR AERONAUTICS 





Since World War II appropriations for 
operating costs of the NACA have tripled and its rapid growth is indi- 
cated in the following tabulation: 
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The Committee recommends $71,000,000 for 1958, an increase of 
$6,823,500 over 1957 and a reduction of $5,800,000 in the budget 
estimate. In 1957 the Congress appropriated for 8,235 employees 
and a further increase of 765 positions is requested for 1958. The 
Committee is of the opinion that sheer numbers do not add efficiency 
or necessarily result in research progress and believes the NACA 
should reappraise its program and devote its funds to vital research to 
reduce the annually rising costs. 

Construction and equipment.—In 1950 the NACA submitted a 
seven-year construction program and the Committee was advised 
that a very substantial saving could be effected if funds were provided 
at one time to complete the program. The Committee did so and 
very substantial savings were realized. This year the NACA is 
submitting a $44,700,000 program that will require several years to 
complete for which $41,484,000 is requested in this year’s budget. 
The Committee is providing $36,000,000 to complete the entire pro- 
gram and again expects substantial savings to result from its action, 


NATIONAL CAPITAL HOUSING AUTHORITY 


Maintenance and operation of properties —The Committee recom- 
mends $40,000 for appropriation in 1958 to operate the 112 low-rent 
housing units and 30 non-residential properties under Title I of the 
District of Columbia Alley Dwelling Act. The increase provided over 
last year is for payment of the agency retirement fund eentetyeteen to 
the Civil Service Commission. 


NATIONAL SCIENCE FOUNDATION 


Salaries and expenses.—The Committee is pleased to have had five 
Members of the National Science Foundation Board appear with the 
Foundation at the hearings on the budget this year. It is hoped 
that eventually all the Board Members can appear before the Com- 
mittee at one time. 








LAC MATEE SN 


Pear tiaaga 


i. 







¥ 
4 





Titel 


Basi eiia 







it.f 


ivi 
iff 


Li 








12 INDEPENDENT OFFICES APPROPRIATIONS, 1958 


Appropriations to the Foundation have grown steadily each year 
since the Foundation started in 1951 as indicated in the following 
table of appropriations by year and amount. 
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The Committee recommends a $40,000,000 appropriation in 1958 
to maintain the same program level as is provided for 1957. This is 
a reduction of $25,000,000 in the budget estimate. There is in addi- 
tion to the National Science Foundation program itself the research 
effort of the International Geophysical Year which officially starts 
July 1, 1957, and which is supported by the Government at a cost of 
$39,000,000, plus many millions of dollars in logistics support by the 
Navy and other Government Departments. It seems appropriate 
to the Committee to suggest that the present level of $40,000,000 is 
entirely adequate for 1958. 

The Foundation proposed an expansion of its program of grants 
for construction of research facilities and a new program of grants for 
the subsidizing of equipment. The Committee has not provided any 
funds for beginning new programs. 

Last year the Committee became very much interested in the 
tremendous possibilities inherent in the programs of the Founda- 
tion for the supplementary education of high schoo] mathematics and 
science teachers. The Committee considered the program so im- 
portant that it earmarked $9,500,000 in the bill for such supplementary 
training. The Committee is vitally interested in the continued 
progress of the program and has continued to earmark at least 
$9,500,000 in the bill for grants under this program in 1958. 


NATIONAL SECURITY TRAINING COMMISSION 


Salaries and expenses.—The bill contains no funds for this Commis- 
sion inasmuch as the Commission has under consideration at the 
present time the probability of completing its activities before the 
end of the current fiscal year. It requested that the Committee not 
hold hearings on its 1958 budget estimate for $75,000 pending final 
determination of its status. 


RENEGOTIATION BOARD 


Salaries and exrpenses.—The Committee recommends $3,000,000 for 
necessary expenses of the Board in the coming year, a reduction of 
$675,000 as compared with the 1957 appropriation and a reduction 
of $400,000 in the budget estimate. Because the statutory floor on 
renegotiable business was raised from $500,000 to $1,000,000 for 
fiscal years ending after June 30, 1956, the number of filings with the 
Renegotiation Board are expected to be reduced by 25 percent and 
result in a lesser workload in 1958. 
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SECURITIES AND EXCHANGE COMMISSION 


Salaries and expenses.—The Committee recommends a $6,700,000 
appropriation for expenses of the Securities and Exchange Commission. 

his is a reduction of $478,000 in the budget estimate, but is an in- 
crease of $951,000 over the amount provided for fiscal year 1957. The 
amount allowed includes $370,000 for payment to the Civil Service 
retirement fund and the Committee directs that the additional in- 
crease of $581,000 it has allowed be used for additional personnel in 
the field where the work of the Commission is assuming increasing 
importance as the security markets reach new highs. 


SELECTIVE SERVICE SYSTEM 


Salaries and expenses——The Committee recommends $27,000,000 
for the Selective Service System in 1958. This is a decrease of 
$3,000,000 in the budget estimate and is $2,050,000 less than the 
1957 appropriation. It is estimeted that Selective Service will be 
required to supply up to 175,000 men in 1958. While the amount 
provided in the bill is less than in 1957, during a relatively stable 
period the costs of Selective Service can certainly be reduced sub- 
stantially as compared with periods when large numbers of men are 
required. 

VETERANS ADMINISTRATION 


The Committee recommends a total of $4,682,705,300 for the 
Veterans Administration in fiscal year 1958 as compared with 
$4,889,363,000 for fiscal year 1957. The amount recommended is 
$44,379,630 less than 1957 appropriations and is $206,657,700 under 
the budget estimates, 

General operating expenses.—For expenses of general administration, 
the Department of Insurance, and the Department of Veterans Bene- 
fits the Committee recommends $161,374,000, a reduction of $4,068,000 
in the budget estimate and $1,653,130 less than the appropriation in 
1957. Within the total amount $10,074,000 is for general admin- 
istration, a reduction of $1,5C0,000 in the estimate, $21,900,000 is for 
insurance activities, a reduction of $2,568,000 in the budget, and 
$129,400,000, the budget estimate, is for administering veterans’ bene- 
fits. The bill earmarks at least $18,500,000 for loan guaranty 
activities. 

Medical administration and miscellaneous expenses.—The Committce 
recommends $20,773,800 for medical administration and other mis- 
cellaneous expenses, the same amount as in 1957 and a reduction of 
$1,293,200 in the budget estimate. The funds earmarked for medical 
research are continued at $10,000,000 in view of the large increase 
provided in the current year for such purpose. 

The Committee has included language in the bill that will permit the 
budget estimate of $1 million for prosthetic testing and development 
to remain available without fiscal year limitation. The Committee 
is vitally interested in this program and has continually provided all 
the funds that could be used. The progress that has been made in 
this field is remarkable. 
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Inpatient Care.-—The Committee has approved the budget estimate 
of $702,000,000 for the VA hospital program in 1958. This is an 
increase of $39,100,000 over 1957. The Veterans Administration 
presently operates 173 hospitals and it will provide care-and treatment 
to an average of 140,800 beneficiaries in 1958. No new hospitals are 
coming into operation during the year. 

The increased appropriation includes $31,043,000 for the agency 
payment to the Civil Service retirement fund, $1,939,500 for an extra 
days pay, and $5,900,000 for wage board increases that will take effect 
in 1957. The Administration is urged to make continuous effort to 
analyze elements of hospital costs, and effect such economies in 
operations as will not decrease the present high quality of care provided 
at VA hospitals. 

Outpatient care—The Committee recommends the budget estimate 
of $79,000,000 for providing outpatient medical and dental care to 
veterans with service connected disabilities. Such care is rendered 
both in Veterans Administration clinics and by private physicians 
and dentists on a fee basis. 

Maintenance and operation of supply depots—For the three VA 
supply depots the bill provides $1,790,000, a reduction of $150,000 in 
the budget estimate and an increase of $162,000 over 1957. 

Compensation and pensions, Readjustment benefits, Military and 
naval insurance, National service life insurance, and Servicemen’s 
indemnities.—The bill provides $2,840,500,000 for compensation and 
pensions, $787,987,000 for readjustment benefits, $4,275,000 for mili- 
tary and naval insurance, $7,600,000 for national service life insurance, 
and $29,877,500 for servicemen’s indemnities. The Committee has 
reduced the appropriation recommended for each one of these items of 
benefit and insurance by 5 percent from the estimates on the basis 
that the estimate of what may be required can easily vary by such 
amount. Each one of the appropriation items mentioned is available 
without a fiscal year limitation, and if at any time it becomes apparent 
that additional funds are needed a supplemental request can be sub- 
mitted. 

Grants to the Republic of the Philippines —The Committee recom- 
mends $1,500,000 for payment to the Philippine Government for the 
medical care and treatment of certain veterans in the Philippines. 
The amount recommended is $500,000 less than the appropriation in 
1957, and is a reduction of $250,000 in the budget estimate. 

Hospital and domiciliary facilities —The bill provides $42,500,000 
for continuing the VA hospital construction and replacement program 
in 1958, a reduction of $7,500,000 in the budget estimate. The funds 
in this appropriation cover the construction of new hospital and 
domiciliary facilities and replacement of existing hospitals, including 
acquisition of sites, major rehabilitation, conversion and moderniza- 
tion of existing facilities costing in excess of $250,000 per project. 
The two largest projects provided for in the 1958 program are Nash- 
ville, Tenn., and deckain: Miss., and a total: of 18 projects are 
included: ; 
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The country wants good, usable and substantial buildings for vet- 
erans hospitals; it does not want the gingerbread and waste that often 
characterizes VA hospital construction. To the Committee’s knowl- 
edge, many of the VA hospitals are too plush and some portions of the 
buildings have not been too utile. The Committee wants the Vet- 
erans Administration to evaluate its plans and specifications looking 
toward reduction in costs, and toward better and more usable build- 
ings. 

eer alterations, improvements and repairs.—The bill provides 
$2,028,000 for non-bed-producing construction projects having an 
estimated construction cost of $250,000 or less each, a reduction of 
$226,000 in the budget estimate and $2,505,000 less than the amount 
appropriated in 1957. 

Service-disabled veterans insurance fund.—The Committee recom- 
mends the $1,500,000 budget estimate for appropriation to the fund. 
The appropriation is necessary to make up for losses in the fund due 
to the insurance of medically substandard lives. 


LIMITATIONS AND LEGISLATIVE PROVISIONS 


The following limitations and legislative provisions not heretofore 
carried in connection with any appropriation bill are recommended: 
On page 9, line 17, in connection with the General Services Admin- 
istration, Repair and improvement, federally owned buildings: 
: Provided, That the unexpended balance of appropriations 
heretofore granted for “Repair, improvement, and equipment 
of federally owned buildings outside the District of Columbia” 
shall be merged with this appropriation. 
On page 10, line 21, in connection with the General Services Admin- 
istration, Payments, public buildings purchase contracts: 

: Provided further, That the contracts about to be entered into 
shall have been authorized by the appropriate legislative com- 
mittees and in amount by the Committees on Appropsiations of 
the Senate and House of Representatives. 

On page 12, line 20, in connection with the General Services Admin- 
istration, Strategic and critical materials: 

, including the acquisition of one parcel of land located at 
Harahan, Louisiana, now under lease to the Government and 
used for the storage of strategie and critical materials 

On page 18, line 17, in connection with the Interstate Commerce 
Commission : 
Provided, That no part of the foregoing funds shall be available 
for expenses necessary to carry out such defense mobilization 
functions as may be delegated pursuant to law: 
On page 19, line 14, in connection with the National Advisory 
Committee for Aeronautics: 
, including the acquisition of not to exceed one hundred and 
Sifteen acres of land 
On page 28, line 13, in connection with the Veterans Administration: 
, and not to exceed $500,000 of the appropriation “National 
service life insurance” for the current year may be transferred 
to ““Service-disabled veterans insnrance fund.” 
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DURUM WHEAT ALLOTMENTS 


Marca 18, 1957.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. Cooter, from the Committee on Agriculture, submitted the 
following 


REPORT 


(To accompany S. 323] 


The Committee on Agriculture, to whom was referred the bill 
(S. 323) to amend section 334 (e) of the Agricultural Adjustment Act 
of 1938, as amended, relating to increased allotments for durum wheat, 
having considered the same, report favorably thereon without amend- 
ment and recommend that the bill do pass. 


STATEMENT 


The purpose of this bill is to authorize on an emergency. basis addi- 
tional allotments of durum wheat for 1957. Hearings were held by 
the committee on three similar House bills (H. R.. 2126 by Mr, Ander- 
son of Montana, H. R. 2160 by Mr. Krueger, and H. R. 4362 by Mr. 
Berry). Subsequent to the committee hearings on these bills the bill 
reported herewith (S. 323) passed the Senate and is reported by this 
committee without amendment. 

About 5 years ago production of durum wheat began to be seriously 
curtailed by a stem rust disease. Production was reduced from a 
10-year average of 37.4 million bushels to 13.9 million bushels in 1953 
and 5.5 million bushels in 1954. Normal requirements are approxi- 
mately 35 million bushels. 

Emergency legislation was enacted for the 1954, 1955, and 1956 
crops of durum wheat to permit planting of additional acreage in 
order to offset the reduced production resulting from the stem rust 
disease. Substantial progress has been made in combating the 
disease but additional acreage is still required in 1957. The addi- 
tional acreage which will be authorized by this bill is somewhat less 
than half of the additional acreage authorized in 1956. 

The Senate report which is appended hereto and made a part of 
this report explains in considerable detail the need for this legislation, 
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2 DURUM WHEAT ALLOTMENTS 


The Senate bill was amended, on the floor to provide a limit of, 60 
acres of wheat acreage increase for any one farm. As reported by the 
Senate Committee on Agriculture and Forestry the increase was 
limited to 100 acres. In all other respects the "bill is identical with 
that reported by the Senate committee and described in the Senate 
report. 


[S. Rept. No. 97; 85tli Cong., 1st’ sess.] 
GENERAL 


This bill would, on a greatly reduced basis, extend to the 1957 crop 
the increased durum wheat acreage allotment provisions of section 
334 (e) of the Agricultural Adjustment Act of 1938. The bill, with the 
committee amendments, modifies section 334 (e) in the following 
respects: 

(1). It extends it to the 1957 crop. 

(2) It provides for increasing atlotisnits by only 1 acre of durum 
(instead of 2) for each acre of the original allotment devoted to durum. 
(Thus the bill provides for a one-third reduction in allotment below 
1956 for farmers planting the full’ amount authorized by section 
334 (e).) 

(3) It limits the increase for any farm to 100 acres. 

(4) It limits the extent to which farmers receiving increased allot- 
ments may participate in the wheat acreage reserve. No part of the 
increase, or of that part of the original allotment on which the increase 
is based, would be permitted to be put in the acreage reserve. 


HISTORY OF CRITICAL DURUM SITUATION 


In January 1954 Congress enacted section 334 (e) to provide in- 
creased allotments in 1954 and 1955 for durum wheat, which was then 
in critically short supply. This legislation proved insufficient and 
early in 1955 Congress passed Public Law 8, 84th Congress, to increase 
allotments further. The Department of Agriculture, after discussing 
the urgency of the need for legislation in its report. of January 20, 1955, 
on S. 145 (S. Rept. 9, 84th Cong.), described the situation as follows: 


Durum wheat, class I], has a usage substantially different 
from that for any other class of wheat because it is the source 
of semolina from which satisfactory quality macaroni prod- 
ucts are manufactured. It is a spring wheat and is grown in 
the States of North Dakota, South Dakota, Montana, and 
Minnesota. The supply situation with respect to durum 
wheat is critical, due to damage from stem rust ‘‘race 15b.” 
In 1952 the production of durum wheat totaled 22 million 
bushels, which was only 60 percent of the 10-year 1942-51 
average production of 37.4 million bushels. In 1953 the 
crop was 13.9 million bushels and the estimate for the 1954 
crop is only 5.5 million bushels. The normal requirement 
for domestic use, exports, and carryover is about 35 million 
bushels per year. 

These three successive crop failures have endangered the 
entire durum wheat industry both on the production and 
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milling sides. The macaroni industry members report it is 
faced with a shrinking market due almost entirely to the 
production of an inferior product, resulting from the use of 
classes of wheat not well suited for such products. 

An effort was made by the Congress in 1953 to relieve the 
situation by enacting section 4 of Public Law 290 (68 Stat. 
4). Under this statute the 1954 acreage allotments and 
marketing quotas for wheat. producers who had grown durum 
wheat during 1 or more of the preceding 3 years were in- 
creased to permit the growing of increased acreages of 
durum wheat, class Il. Our investigation indicates that 
the program, under these provisions, has not and will not be 
effective because (1) the seeding of other spring wheat is 
limited to the pro rata share of the regular wheat allotment 
attributable to such spring wheat as a condition of qualifying 
for the additional allotment for durum wheat, and (2) 
eligibility for the additional allotment to produce durum 
is dependent upon the producers having grown durum 
wheat, class II, in 1 or more of the preceding 3 years. Pro- 
ducers feel that the growing of durum wheat against the 
hazards of stem rust “race 15b” is too great to expect them 
to gamble on seeding a substantial part of their farm wheat 
acreage allotments to such class of wheat. 

Under the proposed bill, farmers would be permitted in 
areas capable of producing durum wheat, class I], from which 
acceptable semolina may be produced for the production of 
satisfactory macaroni products, to grow such class of wheat 
over and above the regular farm wheat acreage allotments 
without regard to the class of wheat seeded within the allot- 
ments. The acreage permitted to be grown would be 
limited only by the total acreage of cropland on the farm 
well suited for the production of wheat. Farmers operatin 
in the areas to be selected would be eligible for the aoe 
allotments for durum wheat production regardless of whether 
they had previously produced such wheat. 


By early 1956, with the aid of durum allotments limited only by 
the cropland well suited for wheat production, the situation was some- 
what improved, and Congress extended section 334 (e) to the 1956 
crop, but limited the increase in allotments to 2 additional acres of 
durum for each acre of the original allotment devoted to durum. 
With the aid of this legislation, favorable weather conditions which 
produced yields averaging between a third and a fourth higher than 
yields during the 5-year period 1948-52, and the planting to durum of 
acreage on which winter wheat had been winterkilled in Montana, it is 
estimated that the 1956 crop will exceed consumption and exports by 
about 10 percent. Contributing further to this balancing of supply 
and demand for 1956 is the fact that macaroni manufacturers, during 
the period of shortage, had switched to a blend of farina and semolina. 
Because they had already contracted for other wheats, and because 
the abundant supply of the 1956 crop was not available during the 
first 3 months of the marketing year, macaroni manufacturers have 
used less semolina flour this year than would have otherwise been the 
case. This is also true of the breakfast-food industry. Macaroni 
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manufacturers testified that they intend to return to the use of 100 
percent semolina. 

I view of the fact that the balance of supply and demand in 1956 
was dependent upon so many factors, which cannot be counted upon 
in 1957, your committee recommends that incentives for durum pro- 
duction should be extended to the 1957 crop; although it may now be 
safe to reduce those incentives by 50 percent. Two mil ion, five 
hundred fifty-eight thousand acres were planted to the 1956 crop of 
durum wheat. The Department advises that no figures are available 
as to what part of this acreage represents additional acreage provided 
for by section 334 (e), but since for any farm 2 out of 3 acres could 
represent additional acres, termination of section 334 (e) could result 
in a substantial reduction in acreage. Furthermore, witnesses before 
the committee testified that farmers do not intend to plant any part 
of their allotments to durum unless some incentive is provided, in 
view of the difficulties they have had with it in recent years and the 
high yields which can be obtained from certain other wheats. Last 
year, when Montana winter wheat was subject to winterkill, durum 
acreage increased from 271,000 acres in 1955 to 978,000 acres in 1956. 
Montana, it appears, will have a good winter wheat crop this year, 
and it is likely that many Montana farmers who grew durum last 
year will not do so this year. 

The Department of Agriculture reported that it does not favor 
enactment of S. 323, principally because (1) rust resistant strains of 
durum are now in adequate supply, (2) the 1956 crop exceeded 
domestic consumption and exports, and (3) the industry has already 
lost a part of its market since macaroni producers have developed 
satisfactory blends of semolina and farina. Your committee does 
not agree with the Department’s views. The macaroni manufac- 
turers have testified that they want and intend to return to pure 
semolina, since it will make the best product and is demanded by con- 
sumers. Since the beginning of the shortage of semolina a part of their 
market has been taken over by imports which have increased from 
689,000 pounds in 1949 to 5,262,574 pounds in 1955. Your committee 
feels that until the macaroni industry, the semolina millers, and the 
durum producers are assured of an adequate supply and given a fair 
chance to regain their lost markets, Congress should not reduce 
durum allotments more than is provided by the bill. 
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6 DURUM WHEAT ALLOTMENTS 
CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill are shown 
as follows (existing law proposed to he omitted is enclosed in black 
brackets, new matter is printed in italic, and existing law in which no 
change is proposed is shown in roman): 


AGRICULTURAL ADJUSTMENT AcTr oF 1938 


Szc, 334. * * * 

(e) Notwithstanding any other provision of this Act, the Secretary 
shall increase the farm marketing quotas and acreage allotments for 
the [1956] 1957 crop of wheat for farms located in counties in the 
States of North Dakota, Minnesota, Montana, South Dakota, and 
California, designated by the Secretary as counties which (1) are 
capable of producing durum wheat (class I) and (2) have produced 
such wheat for commercial food products during one or more of the 
five years [1951] 1952 through [1955] 1956. The increase in the 
wheat acreage allotment for any farm shall be conditioned upon the 
en of durum wheat (class II) on such increased acreage. 

he increased allotment shall be determined by adding to the allot- 
ment established without regard to this subsection (hereinafter referred 
to as the “original allotment’’) an acreage equal to [two times] the 
acreage by which the original allotment exceeds the [1956] 1957 
acreage on the farm of classes of wheat other than durum wheat 
(class IT) (hereinafter referred to as ‘‘other wheat’’), but such increased 
allotment shall not exceed the smaller of the cropland on the farm 
well suited to wheat or the wheat acreage on the farm: Provided, That 
for the purposes of this subsection (1) the original allotment for each 
farm shall ks not less than fifteen acres, and (2) varieties of class II 
(durum wheat) known as ‘‘Golden Ball’? and “ Peliss’”’ shall be re- 
garded as “other wheat”. Notwithstanding any other provision of 
this subsection, (1) no acreage allotment shall be increased under this 
subsection by more than 60 acres, and (2) no acreage allotment shall 
be increased under this subsection for any farm on which the producer 
knowingly devotes to the production of other wheat an acreage in 
excess of the acreage allotment established without regard to this 
subsection (and particularly without regard to clause (1) of the fore- 
going proviso). 

The increases in wheat acreage allotments authorized by this sub- 
section shall be in addition to the National, State, and county wheat 
acreage allotments, and the acreage of durum wheat (class IT) on such 
increased allotments shall not be considered in establishing future 
State, county and farm acreage allotments. 

The provisions of paragraph (6) of Public Law 74, Seventy-seventh 
Congress (7 U. 8. C. 1340 (6)), and section 326 (b) of this Act, relating 
to the reduction of the storage amount of wheat shall apply to the 
allotment for the farm established without regard to this subsection 
and not to the increased allotment under this subsection. 

For the purpose of applying section 103 (a) (1) of the Soil Bank Act 
(relating to participation in the acreage reserve) to any farm receiving an 
uncreased allotment under this subsection— 
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DURUM WHEAT ALLOTMENTS 7 


(1) the “farm acreage allotment” shall be the allotment established 
without regard to this subsection and not the increased allotment 
under this subsection, and 

(2) each acre planted to durum wheat (class II) shall count as 
one-half acre of wheat. 

For the purposes of this subsection “‘wheat acreage on the farm” shall 
include acreage in the wheat acreage reserve. 
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85Tm ConarEss t HOUSE OF REPRESENTATIVES {f{' Report 
lst Session No. 199 


— 





PROVIDING FUNDS FOR THE EXPENSE OF THE STUDIES 


AND INVESTIGATIONS AUTHORIZED BY HOUSE RESO- 
LUTION 157 


Marcu 18, 1957.—Ordered to be printed 





Mr. Burusson, from the Committee on House Administration, sub- 
mitted the following 


REPORT 


[To accompany H. Res. 163] 


The Committee on House Administration, to whom was referred 
House Resolution 163, having considered the same, report favorably 
thereon with an amendment and recommend that the resolution, as 
amended, do pass. 


The amendment is as follows: 
Line 1, following ‘‘That”’ insert “effective January 4, 1957”. 
The proposed budget submitted by the Committee on Agriculture 


to the Committee on House Administration for the 85th Congress is 
as follows: 


Conducting and reporting field hearings, 45 days of hearings, at $350_. $15, 750 
j 


Transportation and travel expenses of committee members and staff... 25, 000 
Uliee enuinsiens S00. SUNON.... .ccnsspintthesmeneasectastaakecadal 750 
TORIES BOE TUNE 6. vino n ceieanendetndnnehealia 1, 750 
Employment of special assistants... ..........- ccc ccccccccccses 6, 750 

SORE, cacwenwascndnowensngousnhdecgasnseitieeeanmeese 50, 000 
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85rH CONGRESS t HOUSE OF REPRESENTATIVES { Report 


PROVIDING FUNDS FOR THE STUDIES AND INVESTIGA- 
TIONS AUTHORIZED BY HOUSE RESOLUTION 168 





Marcu 18, 1957.—Ordered to be printed 


Mr. Burueson, from the Committee on House Administration, sub- 
mitted the following 


REPORT 


[To accompany H. Res. 169] 


The Committee on House Administration, to whom was referred 
House Resolution 169, having considered the same, report favorably 
thereon with amendments and recommend that the resolution, as 
amended, do pass. 

The amendments are as follows: 

Line 1, strike out “January 3, 1957” and insert “January 4, 1957”. 

Line 5, strike out $150,000 and insert ‘$125,000’’. 

The budget submitted to the Committee on House Administration 


by the Committee on Education and Labor for the 85th Congress is 
as follows: 


I. Additional staff (assistant clerks) for the 5 standing subcommittee 


chairmen, at a maximum gross of $10,000 per year_____------ $100, 000 
II. Estimated for normal activities, witness fees, and travel, special 
investigations, and miscellanesou expense___..-..-.---------- 20, 000 


III. Estimated for standing subcommittee activities, stenographic 
reporting service, meals, lodging, and transportation at $3,000 
per year per subeommitees: . . . . . . os acc cceeeeuuees 30, 000 


Total - _ . 
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85TH ConGREss HOUSE OF REPRESENTATIVES Report 
1st Session No. 201 





PROVIDING FUNDS FOR NECESSARY EXPENSES OF THE 
COMMITTEE ON BANKING AND CURRENCY 


Marcu 18, 1957.—Ordered to be printed 


Mr. Burueson, from the Committee on House Administration, 
submitted the following 


REPORT 


[To accompany H. Res. 171] 


The Committee on House Administration, to whom was referred 
House Resolution 171, having considered the same, report favorab'y 
thereon without amendment and recommend that the resolution do 
pass. 

The funds requested herein are required to cover incidental expenses 
of the Banking and Currency Committee. The proposed budget sub- 


mitted to the Committee on House Administration for the 85th Con- 
gress is as follows: 


‘Zeave) expontes of witnegnes <ul cs ccc5' on ncn cs ccccscscedeesecnoenel $1, 500 
Travel expenses of members and staff___.._...---------- in sasha Seatadetaa ail 3, 000 
Subscriptions to periodicals and other miscellaneous expenses_......-.-.. 500 

Teeth eo ac Sihewsccwceueriudacatiaadedadmnnnaann 5, 000 
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PROVIDING FUNDS FOR THE STUDIES AND INVESTIGA- 
TIONS TO BE CONDUCTED PURSUANT TO HOUSE 
RESOLUTION 149 


Marcu 18, 1957.—Ordered to be printed 


Mr. Buruieson, from the Committee on House Administration, 
submitted the following 


REPORT 


[To accompany H, Res. 179] 


The Committee on House Administration, to whom was referred 
House Resolution 179, having considered the same, report favorably 
thereon with an amendment and recommend that the resolution, as 
amended, do pass. 

The amendment is as follows: 

Line 1, after “That” insert “effective January 4, 1957’’. 

The proposed budget submitted to the Committee on House Ad- 


ministration by the Committee on Merchant Marine and Fisheries for 
the 85th Congress is as follows: 





1, Travel and subsistence for members and staffs_...............-. . $25, 000 

Ds ONG. oan ci imktincic cnn wards acid eee ‘ 

S. Resagraphic reporting. ........ iin. G)<sasissedddtebanatecwase 7, 500 

4. Telephone and Western Union. cui at ncctnnndncbeanceancukaam 1, 500 

&. Misecliancous and contingent...cd aides 4 cccnwcdtioviincndeacakuns 3, 500 
SOOM. . cc ccwndiandccantilendeemaeeeee eee 50, 000 
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85TH CoNnGRESS HOUSE OF REPRESENTATIVES Rerorr 
1st Session No. 203 





ICEM AND LAND RESETTLEMENT 
RESETTLEMENT OF EUROPEAN MIGRANTS IN LATIN AMERICA 





Marcn 18, 1957.—Committed to the Committee of the Whole House on the State 
of the Union and ordered te be printed 





Mr. Wa rer, from the Committee on the Judiciary, submitted the 
following 


REPORT 
[Pursuant to H. Res. 107, 85th Cong.] 
I. LnTRODUCTION 


The presentation of this report coincides with the beginning of the 
6th year of operations undertaken by the Intergovernmental Com- 
mittee for European Migration originally established in Brussels, 
Belgium, on December 6, 1951, under the name “Provisional Inter- 
governmental Committee for the Movement of Migrants from Eu- 
rope”. PICMME’s operations started on February 1, 1952, and its 


1. The Brussels Conference convened on January 26, 1951. and after 2 weeks of delibera- 
tion agreed— 

(1) to constitute a “Provisional Intergovernmental Committee for the Movement of 
Migrants from Europe” ; 

(2) that the purpose of the Committee will be to make arrangements for the 
transport of migrants, for whom existing facilities are inadequate and who could 
not otherwise be moved, from certain European countries having surplus population 
to countries overseas which: offer opportunities for orderly immigration, consistent 
with the policies of the countries concerned ; 

(3) that the terms of reference of the Committee will be: 

(a) to provide and arrange for land, sea, and air transportation, as required ; 

(b) to assume responsibility for the charter of. such ships operated under the 
auspices of the IRO as may be required ; 

(c) to cooordinate a shipping program utilizing commercial shipping facilities 
to the maximum extent possible and the chartered ships transferred from the 
IRO to secure those movements for which commercial facilities are inadequate ; 

(d@) to take such actions as may be directly related to these ends, taking account 
of such national! and internationa! services as are available : 

(e) to take such other actions as will be necessary and appropriate to discharge 
the foregoing functions : 

(4) that among the migrants. with whom the Committee will be concerned, are 
included refugees and new refugees for whose migration arrangements may be made 
between the Committee and the governments of the countries affording asylum : 

(5) that membersbip in the Committee will be open to governments with a demon- 
strated interest in the principle of the free movement of persons and which undertake, 
subject to approval by the proper governmental authorities, to make a_ financial 
contribution to the Committee, the amount of which wil] be agreed to by the Committee 
and by the government con¢erned : 

(6) that the Committee will elect its own officers, establish ita Rules of Procedure, 
establish such subcommittees as it may decide (ineluding an intergovernmental sub- 
committee on the coordination of transport), and exercise the powers required to 
carry out its purpose; 


1 











2 ICEM AND LAND RESETTLEMENT 


name was changed to the Intergovernmental Committee for European 
2 (ICEM) later in the course of that year.’ 

he. Committee on the Judiciary of the House of Representatives 
acting through its standing Subcommittee No. 1 with jurisdiction over 
immigration and nationality legislation, and through special sub- 
committees of inquiry appointed from time to time by the chairman 
of the Committee on the Judiciary, has since 1949, actively cooperated 
in the creation and development of an international organization 
designed to continue to expand and to modify the activities of the 
International Refugee Organization® a specialized agency of the 
United Nations which ceased-operations in 1952. 

Since the submission to the House of Representatives of Report No. 
1570 (84th Cong., Ist sess., Union Calendar No. 524) and pursuant to 
House Resolution 22 (84th Cong.) and section 136 of the Legislative 
Reorganization Act of 1946, as amended, the continued participation 
of the Committee on the Judiciary in the steering and supervision of 
the Intergovernmental Committee for European Migration manifested 
itself as follows: — 

Representatives Francis E. Walter, Frank Chelf, James M. Quigley, 
Ruth Thompson, and DeWitt S. Hyde participated in the third session 
of the Council of the Intergovernmental Committee for European 
Migration held from October 6 to October 26, 1955. Mrs. Bess E. 
Dick, staff director of the Committee on the Judiciary,and Mr. Walter 
M. Besterman, legislative assistant on the Committee on the Judiciary 
ae am re as special consultants and advisers to the United States 

elegation; Represenative William M. McCulloch, assisted by Mr. 
William R. Foley, general counsel of the Committee on the Judiciary 
participated in the fourth session of the Council of the Intergovern- 
mental Committee for European Migration held from February 20 to 
25, 1956; and Representatives Francis E. Walter and Kenneth B. Keat- 
ing assisted by Mr. Walter M. Besterman, participated in the fifth 
session of the Council of the Intergovernmental Committee for Euro- 

ean Migration held from October 1 to October 6, 1956. All above 
isted sessions took place in Geneva, Switzerland. 

Prior to their participation in the deliberations of the Council of 
the Intergovernmental Committee for European Migration, certain of 





(7) that the Committee will agree to a plan of operations, a budget, a plan of 
expenditure, and the terms and conditions under which available funds shall be spent, 
in accordance with the following principles: 

(a) each countrz of reception will retain control of standards of admission 
and the number of immigrants to be admitted ; 

(b) only those services will be undertaken by the Committee which are essential 
to the movement of migrants who could not otherwise be moved ; 

(c) the Committee will insure that its administration is conducted in an efficient 
and economical manner ; 

(ad) any Member Government making a contribution to the operating fund will 
~ — to stipulate the terms and conditions under which that contribution can 

e used ; 

(8) that the Committee will appoint a Director responsible to the Committee ; 

(9) that the Committee shall vest the Director with the powers necessary to carry 
out the responsibilities entrusted to him by the Committee ; s 

(10) that the Committee will give early consideration to, the quéstion of the relations 
to beresta -with~ ititernational noe e ; and’ voluntary, organizations 
conducting activities in the field of migration and re ugees ; and 

(11) that the Committee will examine the need for its continuing existence beyond 
a 12-month period. 

®Cf. Rept. No. 1570 (84th Cong., 1st sess.), dated July 29, 1955, House of Representa- 
tives, Union Calendar No. 524. 

*Cf. Rept. No. 1507 jag ving, 2d sess.) dated January 20, 1950, House of Repre- 
sentatives, Union Calendar No. 6 7 and report of a subcommittee of the Committee on 
Foreign Affairs, House of Representatives (80th Cong., Ist sess.) entitled ‘Displaced 
Persons and the International Refugee Organization.” 





— 
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the above-named members of the Committee on the Judiciary and staff 
members have conducted studies, inquiries and investigations pertain- 
ing to the problem of movement of European migrants in countries 
mostly affected by ICEM’s operations such as the German Federal 
Saublic, Austria, Greece, Israel, Italy; Australia, Japan, and Hon 
Kong in addition to the study trip discussed in chapter 5, part 

of this report. 

This report presents the observations, findings and recommendations 
of Subcommittee No. 1 of the Committee on the Judiciary and of the 
special subcommittees which have conducted the above referred to 
studies, inquiries and investigations as well as their findings and 
recommendations pertaining to the activities of the Intergovernmental 
Committee for European Migration, 


II. ICEM’s Purposr anp Functions 


The purpose and functions of the Intergovernmental Committee for 
European Migration as stated in article 1 of its constitution, adopted 
on October 19, 1953, are as follows: 


1. The purpose and functions of the Committee shall be: 
(a) to make arrangements for the transport of mi- 
grants, for whom existing facilities are inadequate and 
who could not otherwise be moved, from European coun- 
tries having surplus population to countries overseas 
which offer opportunities for orderly immigration; 

(6) to promote the increase of the volume of migra- 
tion from Europe by providing, at the request of and in 
agreement with the governments concerned, services in 
the processing, reception, first placement and settlement 
of migrants which other international organizations are 
not in a position to supply, and such other assistance to 
this purpose as is in accord with the aims of the Com- 
mittee. 

2. The Committee shall recognize the fact that control of 
standards of admission and the number of immigrants to be 
admitted are matters within the domestic jurisdiction of 
States, and, in carrying out its functions, shall conform to 
the laws, regulations, and policies of the emigration and im- 
migration countries concerned, 

3. The Committee shall be concerned with the migration of 
refugees for whom arrangements may be made between the 
Committee and the governments of the countries concerned, 
including those undertaking to receive them. 


III. ICEM’s Operations 


At the opening of the fifth session of the Council of ICEM on 
October 1, 1956, the then Chairman of.the Council, Mr. R. W. Scott 
McLeod, chief delegate-of the United States of America; pointed out 
that at the end of 1956, ICEM would have completed its fifth year of 
operations by moving slightly over half a million migrants who would 
not have otherwise left Europe. This highly creditable achievement— 
said Mr. McLeod—contributed to peace and economic stability in 
Europe and to the development of overseas immigration conditions. 
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Above all, ICEM had to its credit the fact that it had assisted over 
500,000 persons to achieve self-dependence. That number constituted 
40 percent of the total migration movements from Europe in the past 


4 years. 


In implementation of Mr. McI_eod’s remarks there is below printed 
the rate of movement of immigrants assisted by the Intergovernmental] 


Committee for European Migration : ? 








1952: 1954—Continued 

From— rn io 5 cate 34, 921 
AvNstigi feist 11, 628 reece si a: 11, 775 
Germany ris ot kas: 37, 954 Jeal? itt posessdncins 58, 995 
SO hE la Se 489 Netherlands... 1, 275 
DE Eta ac iotneeeeencaiaeemety 12, 314 Hong Kong_.------__ 1, 451 
Netherlantis_.________ 10, 062 CNTR han itech wanaee 11, 398 
eee one 969 To 
Othbers...2440- 241. @€/864 Argentifiai......... 20, 309 

To— | PNET I ED ciisicccentbricne O71, TT 
PE a tt dct 470 | TONE ood knee neaincks 16, 353 
POT EIO o ie  sh 15, 547 CRRA GR i ca Pos 21, 294 
atthe cot haoee oes, 9, 784 Gree oe ene ie. So 814 
Nc is i i antscinliiaas 8, 671 Israel__.__- tA os Soe 1, O87 
Ren dieeieqenenityab 1, 327 New Zenland____..__ 22 
SE crannies merges 762 Rhodesia and Nyassa- 

New Zealand________ 401 ee es 9 
ae and Nyassa- | United States________ 7, 233 
DOsuccucril. piaske AST AE EES al 

United States.__._____ 38, 125 am ee ne " a 
UCREURY oo sen ee 46 enezuela__—-_- " = 7 
Venezuela eee ks RSad fe ONS 1, 490 Others: 2nU00..c0u- i, 716 
OenhOrei. Bui sd el 1, 041 Te 
Total moved_______ 121, 227 

Total moved..._.... 77, 664 ——_—_— 

| 1955: 
1953 : From— 

From— Avet¥id«se ets od. 12, 32 
NS Banda 5, 532 GOPMIGRT. eke tcsavckss 21, 888 
NN NN tii tecctecaticiines 40, 325 OI Fay 14, 056 
IOOE we a ecan. coaliee 4, 096 aE ee eee 45, 852 
Italy “oi Sean pla ae pee 22, 382 Netherlands._..--____ 12, 701 
Netherlands_...__..__ 2, 296 Hong Kong_.________ 594 
oe 3, 267 Others ae ee Petes sy 13, 030 
ee 

To— To— : to 
DSwemtiee i 9, 023 Argentina a 16, 208 
Australia____________ 13, 327 Australia__—____---_- 53, 773 
an 12, 718 Brazil_----_-------- 8, 919 
eR he ers 36, 928 aes ctcmetatancae der 8, 865 
ree eee ek 776 ORO ea eeeks 1, 033 
Rea Se 2, 389 Wael. jus oii 1, 220 
New Zealand__..u.-. 48 New Zealand... _ 785 
Rhodesia and Nyassa- Rhodesia and Nyassa- 

land__----_.-_-_.- 9 RS 2 re st oe 429 
United States____-_____ 6, 367 United States.._..__ 20, 521 
Uruguay Saeetea sin heanehan : 116 I cE 2, 790 
Vehettela ofc 2. 3, 922 ; 973 
idle Ti fink 1,911 Venezuela_._...--.- 4, 97 

COPING enka eke 1, 926 
te NI aie 8 87, 534 
Total moved q, 5s hotel olvedb in.0:4: 20, 442 
1954 : 
From— 
ETO ao eiecteenactie ten 6, 412 


See footnotes at end of table. 
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1956 *: 1956—Continued 

From— To— 
DIMRAEED a) icnndsansiaion 15, 910 en pth hides cnpreentincae 379 
Germatig.* 222 32, 623 Tovder.! th 2s 5, 342 
Greess sl LS 11, 897 New Zealand_._._...... 1,500 
ORE nin histo 39, 068 Rhodesia and Nyasa- 
Netherlands_____...__ 2, 699 ic a hee a. <a 
| OY Bee 1,178 United States__._.._. 48, 2 
kine ance 16, 121 Urugder. 425 Ls 1, 674 

To— Venezuela_____.-_.. 4, 922 
Argentina__..._----_- 8, 702 CO Oa icici 3, 347 
ER ceeketrcitiven 40), 124 —---- 
I accion ecactinenios 5, 954 Total moved__..... 129, 496 
Canada pedapncdhanaiiabuntaagemabeeatl 7, 338 








2 Source: ICEM Headquarters, Geneva, Switzerland. 


2The figures pertaining to movements in 1956 do not include special emergency move- 
ments of Hungarian refugees which started on Nov. 7, 1956. 


Membership in the Intergovernmental Committee for European 
Migration has grown from the original 15 nations at the time of the 
Brussels Conference in 1951 to 27 nations.* 

Continuing his remarks, Mr. McLeod expressed the opinion that 
ICEM is a healthy, developing organization. It had learned much 
about migration problems from the past 5 years’ experience, but it is 
facing a ceiiteda of unsolved problems which could be expected 1 in 
an organization attempting to rise to higher levels. 

The newly elected Chairman of ICEM’s Council, Dr. Pedro A. 
Escudero, chief delegate of Argentina, has in his opening statement 
stressed that ICEM has been able to contribute actively during its 5 
years of existence to the solution of the problem of the more even 
distribution of the population of the world. It had carried out migra- 
tion movements and assured the resettlement of immigrants in con- 
ditions favorable to the economic and social integration in their new 
countries. However, the economic and political situation of certain 
countries having radically changed, it seems proper to envisage that 
ICEM might run the risk of not being able to fulfill its aims. Dr. 
Escudero urged the Council to weigh the consequences of that situa- 
tion and expressed the hope that mutual understanding would permit 
to achieve constructive results. 

A correspondent warning regarding certain difficulties facing ICEM 
in the near future was expressed by its Director, Mr. Harold H. Titt- 
mann at the Council’s meeting held on October 2, 1956. 

Mr. Tittmann informed the Council that ICEM is maintaining and, 
in fact, slightly improving upon the level of some 120,000 persons 
moved ‘annually, which level was first achieved in the calendar year 
1954. This, said Mr. Tittmann, is not entirely satisfactory and it dis- 
guises certain less satisfactory features of the program. 

The movement of European migrants during the 3 years in which 
ICEM has maintained the level of 120,000 or more has been based 
mainly on 3 distinct programs. In 1954, the program on which ICEM 
relied chiefly was the reunion of families in Latin America. That pro- 
gram was very successful but inevitably, as the families were reunited, 
the scope of the program and the number of migrants moved has 


‘The present membership in ICEM is as follows: Argentina, Australia, Austria, Bel- 
gium, Brazil, Canada, Chile, Colombia, Costa Rica, Denmark, France, Germany, Greece, 
Israel, Italy, Luxembourg, Netherlands, New Zealand, Norway, Paraguay, Rhodesia and 


Nyassaland, Spain, Sweden, Switzerland, Uniop of South Africa, United States, and 
fenezuela 














6 ICEM AND LAND RESETTLEMENT 


diminished. This has resulted in the decline in movements to Latin 
America and a similar decline in movements from Italy, the chief 
source country of dependents moving for family reunion, _ Unless 
action can be taken to develop or promote the movements of workers 
to Latin American countries, this decline will continue. 

It seems proper to elaborate shortly at this point on Mr, Tittman’s 
remarks in stressing certain peculiarities of ICEM’s program for the 
years preceding 1954. 

In the first year of ICEM’s operations, 1952, the program relied 
chiefly on movements to the United States undertaken under the Dis- 
placed Persons Act of 1948, as amended,® while in 1953 the extent of 
ICEM’s operations benefited chiefly from the large Canadian immi- 
gration program. The development of the Australian immigration 

rogram, coupled with the family reunion program mentioned by 

{r. Tittmann, was chiefly responsible for the increased movements 
in 1954. Later the Committee’s program was based first on an expan- 
sion of movements to Australia and, second, on the development in 
migration to the United States under the Refugee Relief Act of 1953, 
as amended. Movements to Australia have continued high in 1956 
and movements to the United States have increased. 

However, continued Mr. Tittmann, it appears that the Government 
of Australia has somewhat reduced its overall target for the financial 
year 1956-57 and the United States refugee legislation expires on De- 
cember 31, 1956. It is clear that each of the three major programs 
which have been the ICEM’s mainstays in past years have undergone, 
or may undergo, some reduction. 


We need therefore to give thought to new ways of developing 


migration movements if we are not to descend from the pla- 
teau of movements reached during the last 3 years— 


concluded Mr. Tittmann. 
On the adjournment day of the 5th session of the Council, October 
5, 1956, Mr. Tittmann informed the Council that the 500,000th mi- 
ant moved from Europe by the Intergovernmental Committee for 
uropean Migration since the beginning of its operation, had left 
Europe and was proceeding toward his new country at that moment. 
Continued Mr. Tittmann: 


It had been felt that rather than celebrate the occasion by 
a ceremony, it would be appropriate to preserve his anonym- 
ity, thus making his departure the symbol of the collective 
effort of all ICEM’s member governments. 

Of the 500,000 persons moved, almost 165,000 came from 
Italy, 155,000 from Germany, 47,000 from Austria, 40,000 
from Greece and 38,000 from the Netherlands. Australia 
had accepted almost 153,000, the United States almost 105, 
000, Canada more than 80,000, Argentina more than 60,000, 
Brazil more than 52.000 and Venezuela almost 20,000. More 
than 177,000 refugees had been resettled by ICEM in over- 
seas countries, of whom almost 105,000 were under the man- 
date of the United Nations High Commissioner for Refugees. 


® Public Law 774, 80th Cong.; Public Law 555, 81st Cong.; Public Law 60, 82d Cong. 
* Public Law 203, 83d Cong. ; Public Law 751, 884 Cong. 
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Behind those dry statistics were human beings with their 
dignity, their hopes, their ambitions and their right to the 
“pursuit of happiness.” ‘That was why it was felt that in 
keeping anonymous the 500,000th migrant, justice was done 
to all those who through. the collective effort of the 27 
nations of the free world, and many voluntary agencies 
and international organizations cooperating wholéheartedly 
ca had found a new chance to a happy and construc- 
tive life. 
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The estimated total budget for 1947 is $52,484,696 and is subject to 
revision in the course of the current calendar year. The 1957 United 
States contribution, as appropriated,’ is $12,500,000. 

It appears worth noticing that the percentage of United States con- 
tribution to administration budget is consistently decreasing. The 
increase of United States contribution to the operations budget is 
attributable to the marked increase of ICEM assisted movements to 


the United States under the Refugee Relief Act of 1953, as amended, 
supra. 


V. Neep ror Lanp REserriEMENT 


In the report submitted to the House of Representatives on July 29, 
1955,° this subcommittee expressed its concurrence with the views 
expressec| to the Council of ICEM in Geneva on October 30, 1954, by 
the late Hugh S. Gibson, then the Director of ICEM, who stressed 
the fact that the most important aspect of the migration from Europe 
is assisting in the development of resettlement opportunities in over- 
seas countries, particularly the countries of Latin America, Australia, 
and Canada. 

This subcommittee notes with satisfaction that Australia and Can- 
ada have unquestionably made most impressive progress in resettling 
European migrants in agricultural areas, but increased and carefully 
organized immigration to Latin America is believed to be necessary 
to insure full exploitation of the natural resources of that vast mass 
of land, and to stabilize the economies of the Latin American Repub- 
lics, as well as to relieve Europe of overpopulation pressures. 

Mr. Gibson indicated that the countries of Latin America need 
skilled workers for the growing industries, but they also need farmers 


for their unexploited lands and large families to increase their popu- 
lation. 


When these needs can be met— 
said Mr. Gibson— 


the standard of living in Latin America will be raised and the 
great area will be able to usefully occupy a very prominent 
place in world economy, not only as a producer but also as 
an important consumer of industrial goods. 


Representative Walter elaborated on Mr. Gibson’s views in an 
address delivered at the 66th national congress of the Sons of the 
American Revolution, held on Memorial Day, May 30, 1956, at Bolton 
Landing on Lake George, N. Y. Explaining the purposes of the 
Intergovernmental Committee for European Migration and summar- 
izing its achievements to date, Mr. Walter stressed that Australia, 
Canada, Argentina, and other Latin American countries have coop- 
erated splendidly with the United States and with the immigrant- 


sending European countries in the furtherance of ICEM’s aims. 
Continued Mr. Walter: 


With the assistance of my colleagues who serve on congres- 
sional committees handling foreign affairs and appropria- 


* Public Law 853, 84th Cong. ; 70 Stat. 734, 
8 Supra. 
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tions, I intend to continue my work in behalf of that useful 
organization. 

I now intend to insist, both:in Washington and. in Geneva, 
that the Intergovernmental Committee for European Migra- 
tion undertake a determined and sustained effort: designed to 
explore and open, up new vast areas of South America and 
central and southern Africa for the benefit. of European 
migrants who should be resettled in larger numbers on farm- 
lands and not in congested industrial areas. 

To bring the unskilled surplus European manpower and 
families to unsettled lands where they could engage in agri- 
culture, would serve a double purpose. In addition to pro- 
viding the migrants with new opportunities, it will increase 
food production for the ever hungry and now increasingly 
hungrier world. 

Extensive studies and inquiries undertaken by this subcommittee 
lead to the conclusion that at least 400,000 migrants should leave Eu- 
rope each year during the next decade, in order to achieve the double 
purpose of helping overpopulated Europe and of developing the 
underdeveloped and underpopulated overseas countries. 

Close to 200,000 migrants leave Europe annually at the present time 
without international assistance. In view of the fact that ICEM 
has developed considerable skill in arranging for the movements of 
migrants, it does not seem too optimistic to believe that the Inter- 
governmental Committee can achieve the target of approximately 
200,000 movements annually over a period of the next 5 to 10 years, in 
addition to the flow of unassisted migration. This figure is predi- 
cated, however, on the assumption that the vast unsettled lands of 
Latin America will be open for European migrants. 

On the other hand, without the opening up of Latin America for 
European migration, the existing resettlement programs will cer- 
tainly be inadequate to reach the goal of 400,000 annual movements 
from Europe. It is true that unassisted, spontaneous migration. is 
increasing, but without ICEM’s services designed to stimulate and 
assist in the planning and the movement of migrants, the annual rate 
of European migration will undoubtedly fall short of the mark. 


VI. ConoresstonaL ACTION 


In consideration of the foregoing and in connection with debates 
held in the House of Representatives and in the Senate relative to the 
enactment of H. R. 11356, 84th Congress, a bill to amend further the 
Mutual Security Act of 1954, as amended, and for other purposes, this 
subcommittee decided to support an amendment to the above-men- 
tioned bill introduced in the Senate by the junior Senator from Flor- 
ida, Mr. Smathers.® 

Simply stated, the proposed amendment would create a special 
economic development fund for Latin America with an authorized 
appropriation to the President of $50 million to remain available until 
expended. The amendment emphasized loans rather than grants and 
provided that not less than 75 percent of the funds shall be available 


®Cf. Congressional Record, vol. 102. No. 108, June 28, 1956, pp. 10164-10166 and Con- 
gressional Record, vol. 102, No. 109, June 29, 1956, pp. 10372-10373. 
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only for furnishing assistance on a loan basis. Since health, educa- 

tion, and sanitation are primary factors in preventing the economic 

development of Latin America, the amendment contained a proviso 

that the President, in utilizing the fund, shall give preference to 
rojects or programs which will clearly: contribute to promoting 

frealth, education, and sanitation in this region, and such joint pro- 

— undertaken by the members of the Organization of American 
tates. 

After the adoption of the Smathers amendment by the Senate, the 
following letters were sent,to the chairman of the Foreign Relations 
Committee of the Senate and the Foreign Affairs Committee of the 
House of Representatives, respectively : 

Juxy 3, 1956. 
Hon. Watrer F.. Groreez, 
Chairman, F oreign Relations Committee, 
United States Senate, 
Washington, D.C, 


Dear Mr. CuatrMan: I wish to express in writing my wholehearted 
support of the Smathers amendment to the mutual security bill for 
1957 (H. R. 113856). I would like to enlist your assistance, as well as 
the assistance of the Senate conferees, in having the Smathers amend- 
ment accepted; with amendment to read as follows: 

At the end of the Smathers amendment (sec. 422), strike out the 
eriod and the quotation mark after “* * * American States.”, and 
insert the following: “, and (3) such land settlement programs 
which will contribute to the resettlement of foreign and native 
migrants in the area as a whole, or in any country of the area, for 
the purpose of advancing economic development and agricultural 
and industrial productivity.” 

As you know, I have had some experience in the field of international 
migration, and I have promoted for at least 5 years the opening up of 
unsettled virgin lands of South America to both the native idle man- 
power, as well as to migrants from countries suffering from excess 
population. The enclosed memorandum *° will in my mind justify the 





Gn peucesrote in justification of Mr. Walter’s amendment to the Smathers’ amendment 
. R. 11365). 

1. The present world immigration-emigration picture is not healthy, and it is fraught 
with dangers. While skilled migrants—from college professors and atomic scientists.to 
automobile mechanics and welders—represent coveted immigration material, the unskilled 
or semiskilled farmers and agricultural laborers are in vain looking for resettlement 
opportunities. 

2. The pressure on United States immigration quotas is to a great extent attributable 
to the fact that the vast unsettled territorfes of Central and South America remain 
inaccessible for people who intend to engage in agricultural pursuits. 

3. At the same time, several countries of Central and South America are in vain seeking 
to obtain outside assistance in their effort to provide employment for native unskilled 
laborers, mostly Indians. 

. In connection with current efforts to modernize the economy of undeveloped and 
underdeveloped countries of Central and South America, it is most desirable to undertake 
a determined and sustained action designed to open up new areas for the benefit of 
European, oriental, and native migrants, who should be resettled in large numbers on 
farmlands and not in congested areas of industrialized countries. 

5. In Asia—overcrowded Okinawa, Japan, anij the Philippines—and in Europe—Italy, 
the Netherlands, Germany, Spain, Portugal, and Greece—face the urgent need of securing 
sustained annual emigration of large numbers of farmers and agricultural workers. who 
cannot be absorbed in the present economies because of the lack of land available for 
agriculture. 

6. The full value of United States economic assistance to these countries in recent 
years cannot be achieved unless an effort is made to assist these governments to place their 
agricultural emigrants abroad. The success of the present efforts of these governments 
to develop internal economic and political stability depend in large measure on the 
volume of annual emigration that can be achieved. 

7. In the immizrant-receiving countries, particularly in the Argentine, Brazil, Chile, 


Colombia, Costa Rica, and Venezuela, the increase of food production is an important 
factor in economic development. 
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inclusion of the amendment to the Smathers amendment, and I do 
hope that I may count on your support in this matter. 

Needless to say, I wish to express my full and complete support to 
the Smathers amendment and the rationale behind it. There is no 
more important area of the world where we could contribute more as- 
sistance than to the neighboring Republics of Central and South 
America. I am convinced that the Smathers amendment is one of the 
most enlightened proposals, and that it serves well the best interests 
of the United States. I intend to support it on the floor of the House 
when it is brought out in your conference report. 

With best regards, I am 

Sincerely yours, 
Francis E. Water, Chairman. 





JuLy 3, 1956. 
Hon. James P. Ricuarps, 
Chairman, Foreign Affairs Committee, 
House of Representatives, Washington, D.C. 

Dear Mr. CuatrrmMan: Pursuant to our conversation, I wish to ex- 
press in writing my wholehearted support of the Smathers amend- 
ment to the mutual security bill for 1957 (H. R. 11356). I would like 
to enlist your assistance, as well as the assistance of the House con- 
ferees, in having the Smathers amendment accepted, with an amend- 
ment to read as follows: 


At the end of the Smathers amendment (sec. 422), strike out 
the period and the quotation mark after “* * * American 
States.”, and insert the following: “, and (3) such land settle- 
ment programs which will contribate to the resettlement of for- 
eign and native migrants in the area as a whole, or in any country 
of the area, for the purpose of advancing economic development 
and agricultural and industrial productivity.” 


As you know, I have had some experience in the field of inter- 
national migration, and I have promoted for at least 5 years the open- 
ing up of unsettled virgin lands of South America to both the native 
idle manpower, as well as to migrants from countries suffering from 





8. Both the emigrant-sending and the immigrant-receiving countries, in their own 
respective interests, are seeking to resettle the surplus agricultural workers on the land 
available in Latin America. 

9. Such resettlement calls for skillful planning and adequate promotional capital. 
The emigration countries in Europe are prepared to advance one-third of the required 
capital and the immigration countries in Latin America the second third in the form 
of land, local financial farm credits, and limited public facilities and services. The final 
third in initial capital requirements must be sought from external sources in the form 
of bank loans for the purchase of equipment and other expenditures in foreign currencies 
or of limited-grant expendable capital which may provide the basis for short- or long-term 
external credits. 

10. Experience in land settlement to date in Latin America indicates that the planning 
and management of specific land settlement projects open to both European and native 
settlers may best be placed in semipublic and private corporate bodies, chartered under 
the laws of the countries in which settlement takes place, in which the different sources 
of capital and credit are appropriately and proportionately represented. As individual 
settlers begin to repay their loans after 3 to 5 years, the management body can then 
be transformed into a more permanent form of farmer cooperative. 

11. What is needed in the first instance is a limited amount of initial capital to bring 
the other available resources into play for application to specific soundly planned projects 
in carefully selected areas, where individual farm settlers can have reasonable prospects 
because of favorable market and other conditions to earn a livelihood and repay their 
loans within a period of 10 years. 

12, Whatever the United States financial assistance to the agricultural land-settle- 
ment plan would be, its administration is not intended to be placed under an international 
or an intergovernmental organization. Direct cooperation between the United States 
and the countries concerned, would prevail, and all the planning would, of course, be subject 
to United States approval. 
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excess population. The enclosed memorandum will in my mind 
justify the inclusion of the amendment to the Smathers amendment, 
and I do hope that I may count on your support in this matter. 

Needless to say, I wish to express my full and complete support to 
the Smathers amendment and the rationale behind it. There is 
no more important area of the world where we could contribute more 
assistance than to the neighboring Republics of Central and South 
America. Iam convinced that the Smathers amendment is one of the 
most enlightened proposals, and that it serves well the best interests 
of the United States. I intend to support it on the floor of the House 
when you bring it out in your conference report. 

With best regards, I am 

Sincerely yours, 
Francis E. Wauter, Chairman, 


When the conference report to accompany H. R. 11356," was called 
up, Representative Walter made the following remarks on the floor 
of the House of Representatives on July 9, 1956: 


Mr. Watrer. Mr. Speaker, I wish to congratulate the 
House conferees on their splendid work on this legislation 
and particularly on their success in including in the con- 
ference report an amendment submitted in the other body 
by the junior Senator of Florida, Mr. Smathers, with an 
amendment which, if enacted into law, would do more .to 
relieve pressure on our immigration quotas than anything we 
can conscientiously do unless we want to let down the bars 
and open the floodgates. 

As many of my colleagues in the House know, I have had 
some responsibility in erecting in Brussels, Belgium, in No- 
vember 1951, the Intergovernmental Committee for Euro- 
pean Migration. 

Later this year, probably before the end of September, 
this organization would look with pride on its achievements 
when the 500,000th migrant will be moved from Europe to 
overseas lands where new opportunities permit to make a 
better livelihood and to bring up the migrant’s children 
away from the war-ravaged, overcrowded countries in 
Europe. 

It is good to see that ICEM which had 15 nations as its 
members at the start, has grown into an efficiently functioning 
organization with a membership of 26 independent nations. 
We keep the committee outside of the United Nations in 
order to prevent any Soviet interference and we excluded 
from it any nation under Communist domination. 

Under the amendment now before the House, it will be 
possible to undertake a determined and sustained effort de- 
signed to explore and open up new vast areas of South 
America for the benefit of European migrants who should 
be resettled in larger numbers on farmlands and not in con- 
gested industrial areas. 


% Rept. No. 2643, House of Representatives, 84th Cong., 2d sess. 


23009°—58 4H. Rept., 85-1, vol. 1——55 
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To bring the unskilled surplus European manpower and 
families to unsettled lands where they could engage in agri- 
culture, would serve a double purpose. In addition to pro- 
viding the migrants with new opportunities, it will increase 
food production for the ever-hungry and now increasingly 
hungrier world. 

The present world immigration-emigration picture is not 
healthy, and it is fraught with dangers. While skilled 
migrants—from college professors and atomic scientists to 
automobile mechanics and welders—represent coveted immi- 
gration material, the unskilled or semiskilled farmers and 
agricultural laborers are in vain looking for resettlement 
opportunities. 

The pressure on United States immigration quotas is to a 
great extent attributable to the fact that the vast unsettled 
territories of Central and South America remain inaccessible 
for people who intend to engage in agricultural pursuits. 

At the same time, several countries of Central and South 
America are in vain seeking to obtain outside assistance in 
their effort to provide employment for native unskilled labor- 
ers, mostly Indians. 

In connection with current efforts to modernize the economy 
of underdeveloped and underdeveloped countries of Central 
and South America, it is most desirable to undertake a deter- 
mined and sustained action designed to open up new areas for 
the benefit of European, Oriental, and native migrants, who 
should be resettled in large numbers on farmlands and not 
in congested areas of industrialized countries. 

In Asia—overcrowded Okinawa, Japan, and the Philip- 
ines—and in Europe—lItaly, the Netherlands, Germany, 
pain, Portugal, and Greece—face the urgent need of secur- 

ing sustained annual emigration of large numbers of farmers 
and agricultural workers who cannot be absorbed in the pres- 
ent economies because of the lack of land available for agri- 
culture. 

The full value of United States economic assistance to 
these countries in recent years cannot be achieved unless an 
effort is made to assist these governments to place their agri- 
cultural emigrants abroad. The success of the present efforts 
of these governments to develop internal economic and po- 
litical stability depend in large measure on the volume of 
annual emigration that can be achieved. 

In the immigrant-receiving countries particularly in the 
Argentine, Brazil, Chile, Colombia, Costa Rica, and Vene- 
zuela, the increase of food production is an important factor 
in economic development. 

Both the emigrant-sending and the immigrant-receiving 
countries in their own respective interests, are seeking to re- 
settle the surplus agricultural workers on the land available 
in Latin America. 

Such resettlement calls for skillful planning and adequate 
promotional capital. The emigration countries in Europe are 
prepared to advance one-third of the required capital and 
the immigration countries in Latin America the second third 
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in the form of land, local financial farm credits, and limited 
public facilities and services, The final third in initial capi- 
tal requirements must be sought from external sources in the 
form of bank loans for the purchase of equipment and other 
expenditures in foreign currencies or of limited grant ex- 
rendable capital which may provide the basis for short or 
nw term external credits. 

experience in land settlement to date in Latin America 
indicates that the planning and management of specific land 
settlement projects open to both European and native settlers 
may best be placed in semipublic and private corporate bodies, 
chartered under the laws of the countries in which settle- 
ment takes place, in which the different sources of capital and 
credit are appropriately and proportionately represented. 
As individual settlers begin to repay their loans after : 3 to 5 
years, the management body ‘an then be transformed into a 
more permanent form of farmer cooperative. 

What is needed in the first instance is a limited amount of 
initial capital to bring the other available resources into play 
for application to specific soundly planned projects in care- 
fully selected areas, where individual farm settlers can have 
reasonable prospects because of favorable market and other 
conditions to earn a livelihood and repay their loans within a 
period of 10 years. 

The United States financial assistance envisaged in the bill 
now before the House will not be administered by “~ Inter- 
governmental Committee for European Migration. I do not 
believe that United States aid extended to countries of South 
America should lose its identity and be subject to possible 
mismanagement by international stafls. I think that the pur- 

ose would be infinitely better served if financial aid extended 
ie the United States is administered in direct cooperation be- 
tween the United States and each of the countries concerned. 
All planning would be subject to United States approval, but 
for [CEM the important task of assisting in the selection of 
migrants in their screening, in their training, and in their 
transportation, will, of course, remain. 

I have just been informed that Spain has concluded its con- 
stitutional processes enabling that country to become a mem- 
ber of ICEM. I believe that I speak in behalf of all the 
active participants in ICEM’s activities when I express the 
hope that now Portugal will similarly join that organization, 
thus completing the list of European countries whose econ- 
omies suffer from surplus unemployed or underemployed 
manpower, Many Latin American countries who welcome 
natives of Spain, Italy, Greece, the Netherlands, and Ger- 
many are rather eager to continue the old tradition in offering 
resettlement opportunities for the traditional explorers of 
western lands, the Portuguese.” 





“Cf, Congressional Record, Vol. 102, No. 115, July 9, 1956, pp. 11021-11022. 
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The agreement to the conference report on H. R. 11356 resulted in 
the enactment of Public Law 726, 84th Congress.* Section 4, of the 


said law reads as follows: 


Sec. 4. Title 1, chapter 3, of the Mutual Security Act of 
1954, as amended, which relates to defense support, is further 
amended by substituting a semicolon for the period after 
“Asia” in subsection (c) of section 131 and inserting there- 
after the following: 

“and for the fiscal year 1957 not to exceed— 
“(1) $71,200,000 for Europe (excluding Greece and 

Turkey) ; 

“(2) $170,000,000 for the Near East (including Greece 
and Turkey) and Africa; 

*(3) $882,000,000 for Asia; and 

“(4) $52,000,000 for Latin America. 

“Funds made available under paragraph (4) may be used 
to furnish assistance designed to sustain and increase military 
effort or political or economic stability, and may be used 
without regard to the requirements of sections 141 and 142 
in the case of any nation which is a party to the Inter-Ameri- 
ean Treaty of Reciprocal Assistance and which has adhered to 
the resolution of 1954 entitled ‘Declaration of Solidarity for 
the Preservation of the Political Integrity of the American 
States against the Intervention of International Commun- 
ism’. Of the funds made available under paragraph (4), the 
sums of $15,000,000 shall remain available until expended, 
notwithstanding any other provision of this subsection, and 
in the utilization of such sum preference shall be given to 
(A) projects or programs that will clearly contribute to pro- 
moting health, education, and sanitation in the area as a 
whole or among a group or groups of countries of the area, 
(B) joint heaith, education, and sanitation assistance pro- 
grams undertaken by members of the Organizations of Amer- 
ican States, and (C) such land resettlement programs as will 
contribute to the resettlement of foreign and native migrants 
in the area as a whole, or in any country of the area, for the 
purpose of advancing economic development and agricultural 
and industrial productivity : Provided, That assistance under 
this sentence shall emphasize loans rather than grants wher- 
ever possible, and not less than 75 per centum of the funds 
made available for assistance under this sentence shall be 
available only for furnishing assistance on terms of repay- 
ment in accordance with the provisions of section 505.” 





Upon the enactment of Public Law 726 84th Congress, Mr. Walter 
wrote to the Director of the International Cooperation " Administra- 


tion as follows: 


4370 Stat. 556. 
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Avevusr 28, 1956. 
Hon. Jonn B. Howwisrer, 
Director, International Cooperation Administration, 
Washington, D.C. 

Dear Joun: I assume that you have been informed by the Depart- 
ment of State that I have been selected again to act as an alternate 
delegate of the United States to the forthcoming session of the Inter- 
governmental Committee for European Migration, scheduled to start 
in Geneva, Switzerland, on October 1, 1956. 

In that connection, I would like to be informed what progress has 
been made by the ICA in the preparation of plans designed to imple- 
ment the provisions of the Mutual Security Act of 1954, as amended 
by section 4 (4) (C) of the act of July 18, 1956 (Public Law 726, 
84th Cong.), as such provisions pertain to land resettlement programs 
which will contribute to the resettlement of foreign migrants in Latin 
America. 

As you probably know, I have been actively promoting the idea 
of land resettlement of European migrants in Latin America since 
we founded the Intergovernmental Committee for European Migra- 
tion late in 1951. My efforts have been successful insofar as obtaining 
the Congress’ agreement to authorize the President, under the above 
cited provisions of the law, to allocate a part of the sum of $15 million 
for this purpose, an authorization implemented by the Mutual Secu- 
rity Appropriation Act, 1957. 

When the latter legislation was considered by the House (conference 
report accompanying H. R. 11356; H. Rept 2643, 84th Cong.) on July 9, 
1956, I made certain remarks on the floor, outlining the manner in 
which land-resettlement projects could be administered. Believing 
that you may want to acquaint yourself with my suggestions, I am 
enclosing herewith my remarks." 

If at all possible, I would appreciate it if I could have at least 
an interim report on ICA’s planning in that regard before ICEM’s 
session convenes in Geneva. 

Hoping that you will be in a position to comply with my request, I 
am, with kind regards, 

Sincerely yours, 
Francis E. Waurer, Chairman. 


The reply was as follows: 


INTERNATIONAL COOPERATION ADMINISTRATION, 
OFFIcE OF THE D1REcTOR, 
Washington, D. C., September 17, 1956. 
Hon. Francis E. Water, 
Chairman, Committee on the Judiciary, Subcommittee No. 1, 
House of Representatives, Washington, D. C. 

Dear Francis: As requested in your letter of August 28, I am sub- 
mitting the following brief interim report concerning resettlement of 
European migrants in Latin America, in implementation of clause 
) in the last sentence of section 131 (c) (4) of the Mutual Security 

ct of 1954, as amended by section 4 of the act of July 18, 1956 
(Public Law 726, 84th Cong.). 


% Supra, 
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We are actively studying the matter of assignment of responsibility 
within the executive branch for administration of the new $15 million 
Latin American development fund, and establishment of general 
standards and procedures to be applied in the use of this fund. Since 
we have not yet reached decisions on these basic matters, I am not in 
a position at this time to provide information on plans for use of this 
fund for land-resettlement programs. In the development of such 
plans, we shall certainly take into full account your statement on the 
floor of the House on July 9, 1956, relating to this matter. 

Undoubtedly you are aware that a limited number of project pro- 
posals for resettlement of European migrants in Latin America have 
already been submitted to us by representatives of the Intergovern- 
mental Committee for European Migration for preliminary study of 
ICA’s technical-service staff pending further developments. Also, on 
May 16 of this year, the Honorable Harold Tittman, Director of 
ICEM, discussed the matter of European migrant resettlement in 
Latin America with ICA’s regional] director of Latin American opera- 
tions and a representative of our technical-services staff. Mr. Titt- 
man expressed particular interest concerning projects for Paragua 
and for activating a project in Chile for the resettlement of 300 Dute 
families. 

With reference to statements made by United States delegates at 

revious ICEM meetings concerning the position of the United States 

overnment in making available expert technical services in specific 
technical fields, ICA is prepared to consider requests from Latin 
American governments for technical cooperation in connection with 
resettlement of local nationals and European immigrants within the 
framework of our bilateral technical-cooperation agreements. Al- 
though, as indicated above, preliminary proposals for resettlement 
projects have been presented by ICEM representatives for review, 
we have not received requests from any of the Latin American govern- 
ments concerned for technical cooperation in project implementa- 
tion. 

Should there be further developments regarding this matter prior 
to your departure for Geneva to serve as alternate delegate of the 
United States in the forthcoming session of ICEM, I will see to it 
that you are promptly advised. 

Yours very sincerely, 


Joun B. Hotxister, Director. 
VII. Lanp REserrLeEMENT 


1. GENERAL DEBATE AT THE FIFTH SESSION OF ICEM 


Mr. Keating’s remarks 


Addressing the opening meeting of the fifth session of the council 
of the Intergovernmental Committee for European Migration on 
October 1, 1956, Representative Kenneth B. Keating, acting as the 
alternate delegate of the United States, stated that, in his opinion, the 
point has been reached where resettlement opportunities in urban 
areas are diminishing to a considerable extent. Consequently, Mr, 
Keating invited the council’s attention to the necessity of undertaking 
action designed to assist the nonurban population in finding their 
way to unsettled rural areas where both semiskilled and unskilled Eu- 
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ity | ropean migrants can successfully enhance the economic development 
on | of the receiving countries. The full text of Mr. Keating’s remarks 
ral follows: 
ce Mr. Chairman, delegates, I am very much pleased to assume 
in | my seat as an alternate delegate of the United States to this 
us| session of the Committee. Although this is my first appear- 
ch | ance at this table, I am well acquainted with the Committee’s 
he commendable activities. As a member of the Committee on 
) the Judiciary of the House of Representatives since 1947, I 
~ 4 have taken part in all our deliberations relative to immigra- 
mn tion legislation and I have supported with enthusiasm all 
n- legislation which made the creation and the functioning of 
of this Committee possible. 
on The Intergovernmental Committee for European Migra- 
of tion certainly deserves congratulations for its achievements 
aS to date. The moving of the first 500,000 European migrants 
~ 2 to overseas resettlement countries has not only proved the 
it viability of the Intergovernmental Committee for European 
AY Migration, but it clearly indicates the need for our support 
ch of the Committee’s continuation and its further expansion. 
This Committee is helping to solve one of the most difficult 
at and one of the most important problems faced by the nations 
es of the free world. 
fic I come from an area where European migrants have estab- 
ee lished themselves in great numbers and become a part and 
th | parcel of the United States. Indeed, except for the Ameri- 
he can Indians, all of us in America are migrants or one or more 
y 4 generations removed from migrants. The immigrants who 
e 4 came from Italy, Germany, Poland, the Baltic States, and 
Ws other countries have contributed greatly to the growth of the 
n- industries which are now flourishing not only in my district 
* 2 but in other parts of our country. I am firmly convinced 
that other countries of the Western Hemisphere, as well as 
or Australia and the countries of Africa are acting in their best 
he | self-interest in accepting for resettlement the type of immi- 
it grant whom we have admitted, the immigrant, who is by no 
means a burden, but an asset, economically, socially, and 
politically. 

It is my hope that this session will mark the beginnin 
of a new era for the activities of ICEM. We have reache 
the point where resettlement opportunities in urban areas 
are Siminiahing toa consul extent, except for certain 
highly skilled trades. Consequently, it seems to me that 
increasing importance should be placed now by the Com- 

’ mittee upon activities designed to assist the nonurban popu- 
‘il lation in finding their way to unsettled rural areas where 
m both semiskilled and unskilled European migrants can suc- 
ne cessfully enhance the economic development of the receivin 
ne countries. I trust the Committee can meet the challenge o 
in this phase with as much success as has marked its activities 
r, to date. 

1g I am delighted to be associated in the work of the Com- 
ir mittee with my distinguished colleague, Mr. Walter, who has 
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devoted his unusual talents so unstintingly to your problems. 
I am confident that the same bipartisan support which the 
Intergovernmental Committee for European Migration has 
enjoyed in the United States Congress will continue in the 
future. 


Mr. Walter’s remarks 


On October 3, 1956, Representative Walter, acting as alternate dele- 
gate of the United States, addressed ICEM’s Council as follows: 


Mr. Chairman, delegates, 1 wish to direct the attention of 
the Council to document No. MC/INF/36 which contains my 
remarks made on the floor of the United States House of Rep- 
resentatives on July 9, 1956."° The purpose of my remarks 
was to explain to the House of Representatives what We mean 
when we speak about “land settlement.” 

As the members of the Council well know, I have advocated 
the resettlement of European migrants on the unused lands of 
Latin America for at least 4 years. The preparatory studies 
made under the auspices of the Inter governmental Committee 
for European Migration have been most helpful in obtaining 
from the United States Congress the necessary legislation 
authorizing my country’s s participation in a land-resettlement 
oer “True, it took a long time to get that legislation, 

ut I am very happy to inform you at this time that the 
necessary legislative enactments have been placed on our stat- 
ute books. 

Under this legislation, known as section 4 of the act of July 
18, 1956, (Public Law 726, 84th Cong.), the President of the 
United States is authorized to allocate a part of the $15 mil- 
lion Latin American development fund for the purpose of 
promoting such land-resettlement programs designed to con- 
tribute to the economic development of the various Latin 
American countries and to the enhancement of their industrial 
and agricultural productivity. 

Thus the United States is willing and prepared to assist 
in the implementation of resettlement programs mutually 
agreed to by migrant-sending and migrant-receiving coun- 
tries. 

However, the United States cannot and is not authorized 
to originate plans and programs. 

Under the terms of our new law a Latin American coun- 
try—any Eatin American country—would have to make 
available land suitable for resettlement of migrants, while a 
migrant-sending European country would have to contrib- 
ute its share of financial] and economic assistance to the new 
settlers. 

When a preliminary arrangement is reached between the 
two countries, the United States would then examine such bi- 
lateral agreement and determine the ways and means by which 
it would offer its technical services and its financial assistance 
to such a plan. 
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The Intergovernmental Committee for European Migra- 
tion has a very important part to play in ‘such arrange- 
ments. It is expected that the ICEM will assist and advise 
both the migrant-receiving and the migrant-sending country 
acting as a technical adviser and a clearinghouse for land-re- 
settlement schemes. 

I wish to stress, however, that the initiative would have to 
be taken by a Latin American country desirous of receiving 
European migrants for land resettlement. In that connec- 
tion I wish to inform the Council that, prior to my depart 
ture from Washington, I requested the Honorable John Hol- 
lister, the Director of the International Cooperation Adminis+ 
tration, which under the law is in charge of its administra+ 
tion, to inform me what steps he expects to take in order to 
implement our new legislation. In a letter dated September 
17, 1956, Mr. Hollister informed me as follows and I quote Mr. 
Hollister’s letter : 

“With reference to statements made by United States dele- 
gates at previous ICEM meetings concerning the position of 
the United States Government in making available expert 
technical services in specific technical fields, ICA is prepared 
to consider requests from Latin American governments for 
technical cooperation in connection with resettlement of local 
nationals and European immigrants within the framework of 
our bilateral technical cooperation agreements. Although, 
as indicated above, preliminary proposals for resettlement 
projects have been presented by ICEM ‘representatives for 
review, we have not received requests from any of the Latin 
American governments concerned for technical cooperation 
in project implementation.” 

It appears to me that the course of action has been quite 
clearly indicated by Mr. Hollister. It is now up to the coun- 
tries of Latin America who are in a position to offer land for 
resettlement and make other acceptable arrangements, to take 
the first step. I am quite certain that all facilities of this 
Committee will be made available for the purpose of working 
out without much delay land resettlement programs which 
will considerably increase the volume of European emigra- 
tion. 

Only yesterday I listened to the splendid remarks made by 
delegate from the Netherlands, and without making a definite 
commitment, which of course is impossible, I think I know the 
temperament of the Congress of the United States sufficiently 
to say that in all cases of bona fide refugees and in all cases 
where numbers have been allocated but not used because of the 
time element, the law will be amended so that those people 
can be moved. 


The Chairman’s response 
The Chairman of the Council, Dr. Pedro A. Escudero (Argentina), 
made the following speech in response to Mr. Walter’s remarks: 


Dr. Escuprro. Congressman Walter, I should like to thank 
you in your own language, but as my English has big limita- 
tions, I will do it in Spanish. 
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(Translation from Spanish :) 

We all know, even a newcomer like myself, that this is not 
the first time that Congressman Walter has dealt with migra- 
tion problems. We know what an active part he took in the 
establishment of this organization, and logically he can take 
the credit for much of what has been accomplished in the 44% 
years of its existence. Moreover, each time that this organi- 
zation has come across a stumbling block, the United States 
Government has been willing to assist and to help us out of 
our difficulties. 

The approval of this legislation has now been announced 
and this opens new horizons for land settlement. The inter- 
est aroused by this legislation is such that each of us might 
say that it was the main subject of comment, plans, and hopes 
in this assembly, in the corridors and in the hall where we 
learn the real import of each question. I can assure Mr. Wal- 
ter that the principal topic and the one in which representa- 
tives have the greatest hopes is precisely the implementation 
of the law which has been approved. It is not only of prac- 
tical value, but also of great moral value, for I might say that 
without this assistance there would be considerable delays in 
the launching of land settlement programs. This economic 
assistance was needed to set them in motion. Once more the 
United States Government has come to the assistance of this 
organization. On behalf of all representatives, and particu- 
larly those of the Latin American countries, I should like to 
express my thanks to the United States delegate, Mr. Walter. 


Response by Spain, Italy, the Netherlands, and Brazil 
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The following remarks were made after the Chairman’s speech: 


Mr. Irurrraca y Copes (Spain) (translation from Span- 
ish). After the eloquent words of the Chairman there is not 
much to be added, but I should like to take this opportunity 
to express my Government’s great appreciation to the United 
States Government, and especially to Mr. Walter, for its new 
contribution to ICEM. As the Chairman has said, this con- 
tribution is of vital importance for this international organ- 
ization. 

I shall speak on another occasion of the importance of land 
settlement in our plans; for the present, I should like to reiter- 
ate my thanks for their assistance to the Government and the 

eople of the United States, and to Mr. Walter in particular, 
or this new proof of their interest in the existence of this 
organization. 

Mr. Mascta (Italy). In expressing the thanks of my dele- 
gation to the very important contribution of the United States 
in the field of land settlement, I will ask the committee to dis- 
tribute as a document of the committee the speech of Mr. 
Walter and of your speech, Mr. President. 

Mr. vAN GREVENSTEIN (Netherlands). My delegation is 
much impressed by the speech just made by Congressman 
Walter and wants to express its special gratitude for what 
Mr. Walter has said about the possibility of extension of the 
Refugee Relief Act. 
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Mr. Barroza-Carnerro (Brazil) (translation from 
French). Mr: Walter, who is one of the pioneers to whom 
this organization owes its existence, will certainly not be 

surprised if I inform him that the statement he made in 
the United States House of Representatives and the legisla- 
tion adopted by Congress concerning the financial assistance 
to emigration and immigration countries and the United 
States participation in land settlement programs in Latin 
| America have aroused a very keen interest in my country. 
As you know, ever since the Brussels Conference, Brazil has 
always maintained that the aim of this organization should 
: be to find the means of assisting the immigration countries 
to establish living conditions which will atrract migrants 
| from Europe and facilitate their integration in their new 
country, so as to fulfill the hopes which they entertained 
| when they left their home country. Our American friends 
have understood that it was in the general interest and in 
the interest of the Western World in particular, to help the 
new developing countries as well as the European countries 
where overpopulation constitutes a difficult problem. On be- 
half of my Cicveittichegsy I wish to express to Mr. Walter 
my sincere appreciation and our thanks for the farsighted 
interest he takes in the question and for his very fruitful and 
effective action. 
I would like to reserve the right to revert to the question 
later on when the question comes up for a detailed discussion. 
The CuairmMan (translation from Spanish). Mr. Walter, 
I thank you again for the assistance of the United States. 
We shall begin our discussion of the land settlement item of 
our agenda with great enthusiasm. 


2. ATTITUDE OF COUNTRIES AFFECTED 


During the afternoon session of ICEM’s Council, held on October 
3, 1956, the following discussion took place: 


The CuarrMan [translation from Spanish]. We shall now 
consider agenda item 12, land settlement: Report of the 
director. The report of the director is contained in docu- 
ment MC/203, but the main point under this item is not the 
document itself, but the offer announced this morning by the 
delegation of the United States of America to place at the 
disposal of the countries of Latin America which may re- 
quire it, $15 million, to be used, in part, for land settlement. 
This offer evidently makes it possible to carry out such set- 
tlement, because experience has proved that external eco- 
nomic help to countries and individuals is absolutely in- 
dispensable in order to implement land-settlement plans. 
This assistance has fortunately come today from the United 
States of America. As this has to be translated into reality, 
I would suggest that representatives express their opinion 
as to the way in which this problem could be tackled. In 
realizing any achievement in life, it is necessary to settle 
points of discussion on the aim to be reached. That is why 
I urge upon you to be as specific and precise as you can and 
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to state the potentialities of your own countries and their 
requirements. You should also state your countries’ claims 
on the Committee’s assistance in organizing the work pro- 
gram and thus quickly reach some practical conclusion or, 
rather, a real start regarding this problem. 


Brazil 

Mr. Barsoza-Carnemo (Brazil) [translation from 
French]. I have already expressed this morning the deep 
satisfaction of my Government at the action taken by the 
United States Congress, which has approved an Sees yee h. 
tion of $15 million for services relating to land settlement in 
Latin America. I should like to state that this question has, 
for some years, been given very serious attention in Brazil. 
We can draw on the experience gained from a number of in- 
teresting schemes and point to examples of cooperation be- 
tween Brazilian and foreign agencies. However, we have 
ascertained that a substantial financial assistance was one of 
the prerequisites which are essential to the successful devel- 
opment of a carefully planned project. 

Our aim is to settle areas which have not yet been opened 
up with rural communities which will have reasonable chances 
of continuous development. Such rural communities should 
contribute to meet the economic needs of the country and, at 
the same time, provide the settlers and t)cir dependants with 
a satisfactory standard of living and with svfficiently attrac- 
tive prospects to make them give up the advantages which 
they enjoy in their own country and decide to build up a 
new existence overseas. What has to be done, then, is to open 
up lands which should, in theory, be parceled up and become 
small farms on which the migrant will be able to create the 
basis of prosperity. This is no easy problem. We have al- 
ready made some experiments on those lines and we are con- 
vinced that such efforts offer immense scope for development. 
We are giad that our American friends have understood the 
vast implications of such a plan for the solution of the Euro- 
pean emigration problems. 

I wish to state that the Government of Brazil will, here and 
now, take the necessary steps to submit, in due course, in 
agreement with the governments of the emigration countries, 
and in particular with the Government of Italy, a concrete 
land-settlement plan in the implementation of which the Gov- 
ernment of Brazil will collaborate with the other two parties. 
I hope that in this way Brazil will be able to benefit from the 
assistance granted by the United States to developing coun- 
tries in Latin America. This project comes within the frame- 
work of the overall program which the President of the 
Republic, Mr. Kubitchek, has in mind. Tle is, as indeed he 
has always made clear in his proclamations, personally con- 
cerned about these problems and is most interested in the 
implementation of the various land-settlement plans and also 
of the immigration program as a whole. This is an espect of 
the problem of the country’s economic development which has 
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been given the closest attention by the President of the Re- 
public and his Government. 

We feel that ICEM will be in a position to provide tech- 
nical assistance on a substantial ee for the preparation of 
these plans. We believe that these plans offer an extremely 
interesting field for cooperation between 1CEM and the two 
parties directly concerned, that is the emigration and immi- 
gration countries. 

I should like to give the Council the assurance that m 
Government will submit concrete plans in agreement wit 
the interested emigration countries but, in any case, in agree- 
ment with the Government of Italy. 

In addition, I should like to inform you that an extremely 
interesting experiment in Italo-Brazilian cooperation in land 
settlement is being made in the state of Sad Paulo. This is 
a rural center, some 500 kilometers from the town of Sad 
Paulo, where a tract of land has been set aside for the estab- 
lishment of an agricultural settlement as a result of an ar- 
rangement between the two governments. An Italo-Bra- 
zilian company has been responsible for the establishment of 
this rural community and we may say that this experiment 
is of the greatest interest since the success of this settlement is 
now assured. There have been difficulties and, as in all 
human undertakings, there have been ups and downs, but 
these difficulties have now been overcome and the settlement 
is expanding, but it is still capable of further growth. This 
is a concrete example of what can be achieved in my country. 
The problem now is to determine which regions of the coun- 
try are best suited for the setting up of new settlements and 
which existing nuclei lend themselves best to development. 
Argentina 

Mr. Lanna (Argentina) [translation from Spanish]. It 
is of particular importance to Argentina to speak at this 
session of the council of the problem of land settlement. I 
must state that it was one of the main reasons which caused 
us to join the committee. Today the spirit of this delegation 
has been renewed by virtue of the declarations made this 
morning by the representative of the United States, Mr. 
Walter. We are grateful for the interest on the part of the 
Government of the United States to promote land-settlement 
prograins in Latin America, and this prompts us to present, 
as I shall have the opportunity to do, definite programs for 
immediate realization. 

Latin America bases its faith in land settlement as a means 
of settling migrants, of increasing the economic development 
of countries, and creating new opportunities for migrants. 
It has as its principal aim the increase of production of food 
derived from our agriculture and cattle raising, which, as the 
Food and Agriculture Organization pointed out not long ago, 
it is necessary to develop in order to cover consumption needs 
throughout the world. The experiments in land settlement 
carried out by the Republic of Argentina with the commit- 
tee’s collaboration, have repeatedly met financial difficulties, 
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but nevertheless, it has been good to determine with accuracy 
which particular type of lind settlement is required and how 
important it is to study the projects carefully in order to 
anticipate and prevent any difficulties in its development. 
The establishment of the pilot project at the Santa Catalina 
School was an experiment which, with the committee’s help, 
allowed us to determine our needs. 

At present, the Republic of Argentina is particularly inter- 
ested in land-settlement programs. The delegate of Argen- 
tina has, in the course of these meetings, had several conver- 
sations with representatives of emigration countries on this 
subject. We do not want to present projects involving a 
large number of families or persons. 

We want concrete and clear achievements which will serve 
as a basis for later and larger programs. I am authorized by 
my Government to inform the Council of the following offer 
by Argentina as regards the land-settlement program to be 
implemented immediately: (1) Equipment of the settlement 
called Melchor Romero with a maximum of 70 plots of land 
for immigrant settlers ; I believe you are aware that this settle- 
ment is located a few kilometers from the federal capital 
and is intended to increase the production of vegetables; 
(2) 23,000 hectares of land owned by the Banco de la Nacién 
Argentina, located in various parts of the country and made 
available for settlements by immigrants; and (3) further 
extensions if these programs give the expected results. For 
the purpose of that experiment, and in the hope that the 
financing will be assured with the help of the emigration coun- 
try and of the fund mentioned by the Honorable Mr. Walter, 
Argentina requests—and this was already agreed in principle 
with some of the interested countries, Italy, and The Nether- 
lands in particular—that experts designated by ICEM, by 
the Governments of Italy and The Netherlands and a United 
States expert in technical assistance should be sent to Argen- 
tina, in order to study the best means of implementing our 
proposals and to submit, as soon as possible, a final plan for 
the best utilization of the Melchor Romero settlement, either 
as a land-settlement project or as a pilot undertaking for 
settlers’ families which would be later established on private 
farms. Further, the experts should prepare for the above- 
mentioned 23,000 hectares a land-settlement plan which could 
be put into effect immediately and, if they have time, they 
should examine plans concerning new extensions of the land 
made available. 

Thus, if a working group consisting of experts of ICEM, 
of the emigration countries, of a United States expert in 
technical assistance and of the technicians of my country can 
be established, we shall have all the elements necessary for the 
development of the plan and its success. Argentina is ready 
for this action and wishes that the technicians should meet 
in the second half of November in order to begin their 
activities, 
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Colombia 


Mr. Gonzares- Barros (Colombia) [translation from Span- 
ish]. Considering that it is late in the day, I shall only make 
a few brief comments on the general problem of land settle- 
ment and I shall reserve the right to refer again to the ques- 
tion tomorrow, should the need arise. My delegation wishes 
first to express its deep appreciation of the statement made 
by Mr. Walter this morning and which summarizes in a cer- 
tain way the wishes expressed during the meetings of the 
executive committee and the Council by many delegations, 
particularly those of Latin America, including Colombia, 
as regards the necessity of developing land settlement through 
ICEM, such activity being essential for the attainment of 
the Committee’s objectives. As a matter of fact, for many 
immigration countries, land settlement is the basic economic 
contribution of the immigrant to the national wealth and it 
will permit the financing and development of immigration. 
The Aclewation of Colombia was not surprised at the declara- 
tion of the delegation of the United States, as the generous 
spirit of international cooperation and solidarity toward all 
the nations which has always inspired the Government of the 
United States is well known. The delegation of the United 
States has cooperated not only in the field of land settle- 
ment—a field in which it has perhaps exerted its beneficial 
influence less than in others—but it has also cooperated in 
many other sectors and my country is most grateful for its 
numerous initiatives. Perhaps other countries are, for rea- 
sons different from those of Latin America, proportionally 
more grateful for the cooperation given by the United States 
to other equally deserving projects. Anyhow, the members 
of the Council may rest assured that the investments made 
for land settlement represent an efficient, humanitarian, and 
beneficial contribution to the general economic progress. 

My country has for a long time been interested in land 
settlement and, on various occasions, it has requested the 
cooperation of ICEM in the development of immigration 
plans. In fact, the Government of Colombia has added to 
the national wealth in 1954 an area of 250,000 hectares, which 
did not consist of unhealthy land in bad climates, and in dis- 
tant regions far from means of communications, but of rich 
arable land which offered natural, potential, and actual 
resources. 

My Government is willing—as it has already stated—to 
make part of that area available to settlers and foreign im- 
migrants who wish to work for the benefit of the community 
in which they are living in Colombia, of the international 
community in general, and of the Western community. There 
is little else that I can say on the subject of land settlement, 
besides underlining the various points dealt with in the docu- 
ment submitted by the Director which my delegation con- 
siders most interesting and declaring that my country, and 
others too, I am sure, will submit to the Committee conerete 
plans with a view to increasing and developing land settle- 
ment both with foreign immigrants and with Colombian 

















ICEM AND LAND RESETTLEMENT 


settlers. The latter, as pioneers, have started the essential 
work for reclaiming co developing the land of a country 
which could have 6 or 8 times more inhabitants than at pres- 
ent. Of course, this objective can only be reached in an 
orderly fashion and taking into consideration the environ- 
mental problems. Colombia is willing to cooperate in land- 
settlement programs and to make available to that end land 
and all the resources of the Nation, but it hopes that inter- 
national financing will permit foreigners to settle in our 
country and to obtain a standard of living worthy of human 
beings. 

The discussion continued on October 4, 1956, as follows: 

ltaly 


Mr. Mascta (Italy). At the previous sessions of ICE:M, the 
Italian delegation has repeatedly called the attention of the 
Council to the great importance of land settlement to the 
development of the healthy flow of migration which consti- 
tutes the aim of this organization and is furthermore a posi- 
tive and constructive contribution to the development of 
underdeveloped areas. Although the actual movement of 
settlers has so far been limited, I am convinced that the work 
ef ICEM in this field has played a considerable part in the 
evolution of ideas and plans relating to Jand settlement in 
countries of immigration and emigration and in. sympa- 
thizing countries. 

Any undertaking in the field of land settlement covers 
many areas of activ vity—social, political, economic, financial, 
and humanitarian, and immediate success could not be ex- 
pected. There has been, however, great progress, and I think 
that that progress will continue to be made and will lead to 
concrete achievement. The clearest evidence of this trend to- 
ward progress may be found in the farsighted and construc- 
tive initiative of the Congress and the Government of the 
United States of America with regard to land settlement in 
Latin American countries—an initiative which marks the 
beginning of a new phase which is likely to lead to greater 
development. 

The Grovernment of Italy, as a member of ICIEM, wishes 
to express its appreciation for the initiative taken by the 
United States which will permit the countries of Latin 
America to develop and to expand the programs of land set- 
tlement which they have always supported. We wish, especi- 
ally, to express our thanks to Congressman Walter, who was 
the initiator of the law under which $15 million will be made 
available by the United States for the support of land-set- 
tlement activities. Mr. Walter, furthermore, has played a 
vital role in cbtaining the United States financial allocation 
in 1951 which made the establishment of ICEM possible. We 
wish, also, to express our thanks to Mr. Mcleod and Mr. 
Warren for the very important part which they have played 
in this new field of activity. 

Italy strongly favors rural emigration, since the place- 
ment abroad of rural workers is one of our most urgent needs. 
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The problems of land reform which have been implemented 
in various regions of southern Italy, in the Italian islands, and 
the areas of the lower Po Valley, and central Italy really 
contribute substantially to the solution of Italy’s demographie 
problem. Nevertheless, the area which can be improved in 
my country is limited and thus there are a number of farm 
families, even in the areas where land reform is being im- 
plemented, which cannot be placed in agriculture. Some of 
them may gradually be absorbed in industry and other eco- 
nomic activities, but we must still rely on emigration for a 
greater number of them. 

The Government of Italy, therefore, welcomes the recent 
financial allocation which will enable ICEM to address itself 
to the problem of rural emigration. This form of emigra- 
tion will successfully offset the population surpluses in vari- 
ous European countries and constitute a contribution to the 
evolution and progress of most overseas countries, which 
require mainly agricultural manpower. Italy is particu- 
larly glad to note the possibilities of development offered by 
the Latin American countries and. wishes to assure those 
countries, to which it is closely linked in the field of migra- 
tion, as well as the United States of its full cooperation in the 
implementation of those rural economic development projects 
which will be made possible by the new measure. 

The Government of Italy is prepared to assist the govern- 
ments of the Latin American States to study the necessary 
programs. These programs will have to be guided by healthy 
and realistic criteria and will have to be established in the 
most precise terms in order to clearly indicate the field of re- 
sponsibility of the country of emigration and the country of 
immigration. My Government naturally envisages a financial 
contribution. Italy, subject as it is to the pressure of social 
and human requirements, cannot afferd to invest large 
amounts abroad, since its internal needs for capital invest- 
ment are not yet fully covered. Nevertheless, since the land- 
settlement programs are likely to be, for the time being, on a 
sinall scale, Italy is in a position to draw upon certain special 
funds which are available for this purpose and contribute to 
the initial economic and financial support of the new settle- 
ments outlined in Mr. Walter’s statement. JTlowever, in 
assessing the amount of financial support to be considered by 
Italy, my Government must ask also that the great contribu- 
tion in manpower which Italy is read to make should not be 
ignored. We should also bear in mind the heavy expenses 
for training and educating potential settlers which are to be 
borne by the Italian economy only, and that the migration 
movements involved will bring many direct and indirect 
economic benefits to the country of immigration. 

Now, I wish to call your attention to a point which, in my 
opinion, calls for further clarification. When we consider 
land-settlement problems and know that certain economic 
principles must be complied with, we mean that the invest- 
ment and the expense required to improve and bring into pro- 
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duction land worked by immigrants should not be recovered 
in less than a given number of years, and that special modal- 
ities, including a lower rate of interest, be borne in mind. It 
would be wrong and, indeed, impossible to include in this con- 
sideration the additional capital required for preparing the 
settlement area by providing communications and reclama- 
tion works, by constructing villages and setting up and man- 
aging public utilities. These are all tasks which must be car- 
ried out by the countries of immigration. The necessary fi- 
nancial allocation for these latter requirements would have to 
be clearly differentiated, for the settler would, in any case, not 
be in a position to reimburse this cost. Slight misunder- 
standing on this point has, in the past, given rise to difficul- 
ties and failures and, worse still, has led to an incorrect 
assessment of the actual settlement possibilities. This prob- 
lem is of paramount importance to successful land settle- 
ment, and immigration countries should give this problem 
their fullest possible attention. 

When we speak of the economic criteria of settlement un- 
dertakings, and consider the essential goal to be reached, we 
must remember that it is due to the settler’s efforts that land 
is reformed or reclaimed and its value thus increased. This 
consideration should weigh in favor of the settlement organ- 
ization and facilitate the flow of private capital. 

The event of land settlement has a far-reaching and bene- 
ficial impact covering almost all aspects of life of those coun- 
tries the land of which is reformed, improved, populated, 
and brought into production. But it is our responsibility to 
confine our studies and forecasts to the initial stages of land 
settlement. These are the most difficult and call for an in- 
telligent and coordinated effort which imposes hardship upon 
both management and settlers and gives rise to the inevitable 
and sometimes serious problems. At subsequent stages, how- 
ever, and in due time, the difficult situations are always solved. 
The farmers adapt themselves to their environment and ad- 
just their skill and their capabilities to the requirements of 
the land while managers find the opportunities for fur- 
ther expansion, to become easier. As the new settlement 
grows and becomes a dynamic center of life, that which at 
first appeared to be artificial and sometime contrary to na- 
ture, blossoms forth in vigorous energy. There is progress 
toward ever-widening social, economic, and cultural targets, 
The local population, in its turn, gradually adapts itself to 
the new and higher standard of living which results from the 
growth of the settlement, and a new flow of manpower be- 
comes easier until it finally becomes continuous and free. It 
should also be remembered that, after a number of years, the 
revenue of the country of immigration will increase. De- 
tailed studies which are now being undertaken in various re- 
gions of Italy where intensive and costly reclamation and 
improvement works have been carried out indicate that in- 
vestment by the Government in those works and in the re- 
lated public utilities has produced a considerable and con- 
tinuous revenue. 
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In conclusion let me say that he who looks to the future 
will clearly note that the state of vast territories which are 
still untouched by social and economic development—the 
well-being of communities to be settled in these territories— 
all these will depend upon the decision which we here will 
take to foster the development of organized rural emigration. 
That is so, for in the last resort, it 1s upon this decision that 
depends the opening up of the way to production and the es- 
tablishment of industry and trade, and it is this decision which 
will make real and lasting progress possible. Let us there- 
fore be ready to take this step forward, a step which we 
can take thanks to the decision taken by United States. 

The governments of the states of Latin America must now 
take the initiative. My Government has already taken in- 
formal contact with some of them, in order to draw up 
promptly the plans which are to be submitted to the compe- 
tent bodies of the Government of the United States. We 
trust that ICEM will participate in these efforts. The Italian 
delegation feels that the most appropriate procedure would 
be to follow the method suggested in paragraphs 75 to 79 of 
the report of the Director on Land Settlement, namely, the or- 
ganization of teams of experts of the immigration countries 
and of ICEM, with the cooperation of experts from the emi- 
gration countries and possibly from the United States. As 
the representatives of Argentina and Brazil have already 
suggested, and being in the same frame of mind, we gladly 
accept the proposal of the delegations which I have just 
now mentioned. We are ready to bear a share of the cooper- 
ative effort for the realization of the task which lies before 
us. 


Germany 


Mr. Wo.rr (Federal Republic of Germany). The German 
delegation has noted with serious attention and the greatest 
interest the speeches of Congressman Walter and of the dis- 
tinguished es of the Latin American countries concern- 
ing the field of land settlement. Our experience in the last 
year shows, however, that it is difficult to organize Jand settle- 
ment projects for German farmers in a general way, that is, 
in a form which would be suitable for all countries and all 
persons concerned. We found that better results were ob- 
tained by negotiations between the two interested countries 
with regard to a special project of land settlement. 

In Germany, there now live a number of farmers who had 
been owners of farms before the war. The Federal Republic 
is not able to procure these farmers a new farm of their 
own. The German Government, therefore, is interested to be 
presented with projects of land settlement providing oppor- 
tunity for prospective migrants to work their own land. 
Such projects will be studied most seriously.. Such studies 
would, last but not least, include the question whether, and in 
what manner the help of ICEM experts would be needed, 
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The Netherlands 

Mr. Haveman (Netherlands). I would like to begin by pay- 
ing my tribute to a very satisfactory statement which has 
just been made by the Honorable Francis E. Walter. I 
wish to extend our thanks to the Government of the United 
States for the opening they have made for what might be the 
solution of some of the problems that might arise from their 
land settlement scheme. Money counts for much, but is not 
all. The major problems remain how to obtain sound projects 
and set up new settlements that guarantee a maximum of ben- 
efits out of the money invested, both for the settlers and for 
tlie countries concerned. The technical problem has just been 
explained by the Italian delegate, and I will not repeat the 
explanation, but the problem still remains and we must pay 
full attention to it. 

The approach of the Netherlands to the problem is more 
or less the same as that of the Italian Government, although 
our position might be a little different. Before clarifying 


our suggestion, I would like to make some comment on the- 
information document MC/34. This document mentions two. 


of our settlements in Latin America; Carambei, established 
in 1911, and the postwar settlement of Ribeiraio are men- 
tioned in paragraphs 57 and 58. Paragraph 57 clearly ex- 
plains the difficulties which we have with this latter settle- 
ment. The document states that this settlement passed 
through a very severe crisis at the beginning, wien many fam- 
ilies returned home. 1am happy to be able to say here that 
this is an overstatement, because only one family went home. 
Thirty families left the settlement in Ribeirao to settle else- 
where in Brazil; they found new homes in Brazil and did not 
zo back to Holland. Some of them went to Bronco near Cas- 
tro and Paraiia in the State of Parafa, and 20 families went 
down south to Rio Grande do Sul and settled in Néo-me- 
toque, the translation of which is “Don’t touch me” and TI am 
happy too that they are settling in there very well and are 
making a success of their migration. 

In the meantime, we have had to overcome the difficulties 
mentioned in the document. It was of great help to the 
settlement of Ribeirao that a private bank in Holland granted 
a loan to it and that our Government guaranteed this loan, by 
means of which new investments could be made to get over the 
difficulties This worked out well, but the terms of the loan 
had to be made a little easier and for that reason the Nether- 
lands Government will take over this loan from the bank. 
This is being considered at this very moment by our Parlia- 
ment. I mentioned this because this example shows how 
we can get into difficuities with a settlement; it took about 4 
years to get over the actual difficulties in Ribeirio. We had 
the loan about 2 or 3 years ago and we have had to take out 
a new loan. _We had hoped 2 years ago that, by cooperation 
between the Brazilian Government and the Dutch Govern- 
ment, we might find some solution to have this loan granted 
by a Brazilian bank or financial institution so that we would 
not have to focus the attention of the whole of the Dutch 
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ublic on difficulties years after that they had been overcome. 

hat is now the case, and although everything is sound in 
the settlement, we now have to exercise in our Parliament 
the difficulties of years ago in order to settle the loan like 
this. We could have easily prevented the difficulties which we 
now meet at home; such situations have a boomerang effect. 
That is one of the main reusons why land settlement in 
Latin America is less popular now in Holland than it was in 
the years when we really had our difficulties, The boomeraug 
effect I mentioned to you does not affect the Ribeirao settle- 
ment only, but the whole idea of land settlement in Latin 
America. I gave a warning to the effect that this had to 
be expected to the authorities concerned in Rio de Janeiro 
2 years ago. 

As far as our present policy is concerned, we give a certain 
priority to the strengthening of the existing "settlements which 
we have in Latin America. The three major settlements we 
have there are well known to you; they are those of Tres 
Arroyos in Argentina, the two Castro settlements—a com- 
bination of prewar and postwar settlement in Brazil, and 
the settlement at Ribeirao, which I have just mentioned. 
We think that those settlements can provide very good 
steppingstones for newcomers and that we can promote 
spheres of settlements by first bringing individual settlers 
to the existing settlements and to have them settle in the 
neighborhood of those settlements or elsewhere later on. We 
hope to get the full cooperation of the Governments concerned 
for their expansion and for the stepping-stone policy which 
we hope to follow. 

Secondly, we will carefully continue to promote new set- 
tlements. I have in my mind the Chilean project and the 
Rhodesian proposal. Here tov we have some difficulties to 
face, farmers don’t believe in theoretical projects. That, I 
think, applies to farmers all over the world, but in Holland, 
this is particularly true. They have a very concrete way 
of thinking and their work gets them used to accepting 
tangible uncertainties, but they do not like the idea of accept- 
ing “intangible uncertainties. For the past 8 or 9 years, 
thousands “of farmers have migrated from Holland to Can- 
ada and since 1950-51 to Australia and New Zealand. They 
know exactly what the possibilities of those countries are, 
but they also know that they will have to work there for 
2 or 3 years as farmhands or as sharecroppers and that after 
some years they can settle on a farm of their own. This 
is a tangible uncertainty; they know that there are certain 
risks, but for instance, in Canada about 50 percent of the 
farmers who had migrated to that country have now settled 
on farms of their own, so they know what the future can 
bring. 

Other farmers in Holland are now faced with the question 
of whether to accept the opportunities offered by Latin 
America. It is very difficult to advertise or to sell those new 
projects unless they are concrete projects and the farmers 
ean be shown what kind of future they will have in Latin 
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America. For that very reason I can agree to the fullest 
extent with what our Italian colleague has said just now 
about research and the way on how to approach the problem. 

We have a second problem in Holland; as you-know, eco- 
nomic conditions in Holland are not too bad at present and 
quite a number of agricultural workers are absorbed by our 
industry. I certainly am not greatly in favor of this process, 
because it means a loss of skill. Skilled agricultural work- 
ers become unskilled industrial workers, while somewhere 
else in the world there is need of this agricultural skill. 
Nevertheless, this flow from agriculture into industry in Hol- 
land is a fact and we would have to use most convincing argu- 
ments to induce them to stay in agriculture and to explain 
that they can apply their skill somewhere else in the world 
where their skill is needed. Those are the main difficulties 
which we face at The Hague and in Holland in general. 

I would also like to say a word on the Chilean. project itself. 
Both our Governments are discussing this project and we in 
Holland know the difficulties to be faced before a workable 
settlement plan is evolved. I expect that our Governments 
will reach full agreement within 1 or 2 months. I was very 
grateful to hear from the Argentine delegate yesterday that 
he is thinking of contacting our Government with a view to 
improving the migration relation between Argentina and 
Holland. I am very grateful too that you personally will 
come to our country later this month and that we will be able 
to discuss all aspects of the problem to be faced together. 

As far as Brazil is concerned, our policy will be, as I have 
explained, to promote the expansion of the existing settle- 
ments. 

I have had the pleasure te discuss in some detail the Rho- 
desian proposal with Mr. Field, who visited me in Holland 
some weeks ago. Mr. Field is mentioned in your paper as 
one of the promoters of the settlement idea in Rhodesia and, 
you may know that he is very much in favor of getting new 
settlements started in Rhodesia. Moreover, we received from 
the Administration an excellent report on the opportunities 
in Rhodesia and on the way of how to approach the roblems 
there. We are studying this report very thoroughly and I 
told Mr. Field informally that if the Rhodesian Government 
or ICEM would invite us to discuss the possibilities and the 
opportunities on the spot, we would gladly send one of our ex- 
perts to Rhodesia to find the best approach for our country to 
get into this settlement in Rhodesia. I hope that it will be 
possible to have individual settlements in Rhodesia after hav- 
ing the migrants spend some time at a pilot farm in that coun- 
try. We havea very good practice and very good experiences 
in Rhodesia. About 30 young people who obtained a diploma 
of our School of Tropical Agriculture went to Rhodesia and 
they are settling in extremely well in the tobacco growing and 
other agricultural activities there, and we are very hopeful 
that we can extend this type of activity insofar as Rhodesia 
is concerned. I agree with the Italian delegate that we can 
accept the conclusions of the Director stated in his report and 
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that he has shown us the way how to get over the real difficul- 
ties of the problem. 
Chile 

Mr. Donoso Sirva (Chile) [translation from Spanish]. I 
want, first of all, to state that I did not speak yesterday, as 
did many of the delegates, to thank the Honorable Francis 
Walter, of the Congress of the United States, for the offer 
he made in his speech yesterday, because the delegation of 
Chile felt that its sentiments were very well interpreted by the 
eloquent words of our Chairman, who expressed those thanks 
in his own name and in that of the Latin American countries. 
I want, nevertheless, to express that gratitude personally. 

The item of land settlement is one of the questions of great 
interest. I had the opportunity yesterday to refer to the 
problem of migration services, and I tried to put the stress, 
as far as my country was concerned, on our comparatively 
limited interest in receiving industrial workers, unless they 
were qualified and selected. In any case, I pointed out the 
impossibility of absorbing a large-scale immigration of urban 
workers. This was an actual fact for Chile and although 
there are greater possibilities in other Latin American coun- 
tries, there is no doubt that the possibilities in towns and in 
the field of industry are limited by the need for qualified work- 
ers rather than for large-scale immigration. 

On the other hand in the Director’s progress report for 
1956, it is stated that in many of the Latin American countries 
the offers of employment are too often only. for highly quali- 
fied workers whose emigration from Europe is not always 
possible. The salaries offered are very often insufficient to 
appeal to candidates. Our distinguished colleague from 
Belgiutn spoke a few days ago about this problem of salaries. 
It is a fact, too, that we, being in the process of development, 
are able to offer salaries equivalent to those which are offered 
in highly developed countries. Salaries cannot actually be 
fixed by artificial means without intensifying the inflation 
process which is a result of economic development itself. That 
is why I have always maintained frankly that there exists 
among the countries members of ICEM an actual competition 
in words, as far as the attraction of migrants is concerned, 
a competition which the countries had not really intended to 
create. Most qualified workers are, no doubt, attracted by 
the most industrialized countries which have the sufficient 
economic means to offer them the highest salaries. That is 
precisely why land settlement offers opportunities to Latin 
America that cannot be found in the industrial field. If it is 
true that, in many cases and in some of our countries, we can- 
not offer salaries which are as high as in the more developed 
countries, we can, .nevertliéless, compete for the attraction of 
surplus European population in the field of land settlement. 
We have land to offer, and we have, on the other hand, an 
interest in attracting land settlement in order to solve the 
problem produced in most of our countries by the worldwide 
phenomenon of rural migration to the towns. Furthermore, 
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the industrial process of diversification of production which 
we have been carrying out in the Latin American countries 
after the war has naturally attracted agricultural laborers to 
the towns, and the result has been a dislocation which is well 
explained by the Director in paragraph 58 of his report on 
land settlement, in which part of a 1 study published by the 
Organization of American States is quoted. Thus, the Or- 
ganization of American States notes that— 

“Another impediment to development in Latin America, 
which applies to both large and small countries, is the lag in 
food production behind the growth of population and expan- 
sion in other sectors of the economies. Unless appropriate 
steps are taken, including increased capital investment, tech- 
nical assistance, and more favorable economic policies for 
agriculture, Latin America’s industrialization and general 
rate of economic progress will be impaired and her economies 
unbalanced.” 

That is the actual situation and that is why the interest which 
the Latin American countries have in land settlement proj- 
ects is fully justified. 

The report of the Director on land settlement, paragraph 
29, which refers to Chile, states: 

“Chile has shown sustained interest in land settlement 
endeavors. For this reason, close contact between Chilean 
authorities and ICKM experts has been established since 
1954. It has been the first immigration country to indicate 
its preparedness to contribute at least one-third to the finane- 
ing of land settlement enterprises. An amount of 60 million 
pesos was set aside by the Government in 1953 to purchase 
land which the Netherlands authorities were to indicate as 
as being suitable for settlement. These funds were, how- 
ever, finally spent in 1955 to purchase land for the settlement 
of Chilean farmers.” 

The interest shown by Chile in this matter is well known to 
all members of ICEM. I personally had the opportunity in 
1952, at the second or third session of the Committee, to an- 
nounce, on behalf of my Government, that Chile had a per- 
manent interest in land settlement. I pointed out that in 
general terms, according to a study made by the Ministray 
for Land and Colonization, out of the total area of Chile of 
740,000 square kilometers, about 170,000 square kilometers 
might be available for colonization. That shows the enor- 
mous extent of the land in a country which, by the standards 
of Latin America is comparatively small, which m: uy be avail- 
able for agricultural exploitation. On the other hand, the 
appeal of “Latin America in this—let us say—competition 
for Europeon migrants is really great, for altioniee there 
exists a salary problem, it is not of primary importance as 
long as the need is not for wage earners in agriculture but 
for settled owners, that is, European farmers on American 
ands. 


Foreign Investments in Latin America, Washington, D. C., Pan American Union, 1958. 
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After these general consideration, let me now deal with the 
precise land settlement projects in which Chile has played a 
part. I want, first, to refer to the Report of the Rapporteur 
on the Fourth Session of the Council (NC/195/Rev. 1). 
Under the heading “Land Settlement,” paragraph 76 states: 

“The representative of Chile emphasized to the Council 
the great ae attached by his Government to land 
settlement, which it considered one of the best means of effect- 
ing the satisfactory integration of immigrants. His Gov- 
ernment hoped that the Committee would intensify its efforts 
in that sphere. The plan for the settlement of 300 Nether- 
lands families which the Committee had already assisted his 
Government to prepare would shortly be put into action as all 
the funds required had been obtained. The representative 
of The Netherlands expressed his satisfaction at this develop- 
ment and the representatives of Brazil and Colombia su 
ported the statement of the representative of Chile that the 
Committee should intensify its land-settlement activities.” 

The representative of The Netherlands has just referred to 

the project in question. It was the subject of a study made in 
1954 by Netherlands and ICEM experts. This study gave 
rise to what was called the Osorno plan, the text of which was 
distributed at the third session of the Council. The Osorno 
plan was a thorough study made by experts of the Govern- 
ments of The Netherlands and Chile and of ICEM. The plan 
covered the possibility of settling 300 Netherlands families 
under conditions which promised an economically sound 
srospect for this colony. As I stated at the time, the financ- 
ing of the plan would be feasible if the Government of the 
United States would agree to allocate to this project $4 mil- 
lion in agricultural surplus production funds. The delega- 
tion of Chile undijstands that the Government of the United 
States, with its usual generosity, and desire to help, would be 
quite ready to provide these $4 million to be spent in the 
financing of the project if the project was clearly set forth 
and carried out perfectly. 

We were just ready to implement this project and as the 
representative of the Netherlands has stated the agreement 
between the Governments of Chile and the Netherlands could 
be put into effect within a few months, but the implementa- 
tion of the project has been postponed due to the very favor- 
able economic situation in the Netherlands. The representa- 
tive of the Netherlands has himself pointed out how indus- 
tries in towns detract agricultural workers and has spoken 
of the difficulty of finding a sufficient number of experienced 
agricultural workers who would be ready to migrate in order 
to implement this plan. I nevertheless want to express my 
gratitude to the representative of the Netherlands for the 
good will which he has shown on behalf of his Government 
in connection with the proposed implementation of this proj- 
ect which has been the subject of a very thorough study. 

We have also had experience in small scale—land settle- 
ment of Italian and German settlers. Hasty planning, in- 
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complete studies, and insufficient financing—for money for 
these purposes is scarce—caused difficulties in the initial 
stages of settlement. The normal life of these settlements 
was upset and a certain number of families returned home, 
but I can now state that, having overcome the initial diffi- 
culties, the settlement in question is developing normally and 
the economic prospects for the settlers are favorable. This 
speaks, once again, of the permanent interest which the Gov- 
ernment of Chile has always had in this branch of agricul- 
tural settlement. 

Let me state again that our interest in immigrant man- 
power has been limited to skilled industrial workers because 
we do not want a large-scale immigration, but we have on the 
other hand a permanent and deep interest in land-settlement 
projects. As I had already stated in 1952, Chile extends for 
400,000 kilometers and on this narrow strip of land with 
varying climates and rainy seasons, there are conditions 
which will allow the establishment of settlers from Northern, 
Central, and Southern Europe. 

In closing I wish to express the agreement of the delega- 
tion of Chile to the suggestion made in the report of the 
Director on land settlement. 


Venezuela 


Mr. Rosas (Venezuela) [translation from Spanish]. With 
regard to agenda item 12, it may be of interest to the mem- 
bers of the Council to know what the Government of Vene- 
zuela has achieved in the field of land settlement. I do not 
wish to strain the goodwill and patience of the members and 
will deal with the subject as briefly as possible. 

The planning, the implementation, and the administration 
of agricultural settlements in Venezuela are carried out by 
the Instituto Agrario Nacionale, an organization established 
in 1949 under the agriculture statute among the purposes of 
which is the increase of agricultural production and cattle 
herds, as well as an equitable distribution of land in order to 
further land settlement by citizens and immigrants. 

We are happy to report that there is complete collabora- 
tion on migration problems between Venezuela on the one 
hand and Germany, Italy, and Spain on the other. Since 
Spain has now become a member of the Committee, we may 
expect a considerable increase in assisted migration from that 
country to Venezuela. I also want to mention the agreement 
in principle which the Ministry of Agriculture and Food of 
Germany has given to projects for the movement of German 
agricultural families to Venezuela and to plans for land set- 
tlement. At present there are in Venezuela 20 land settle- 
ments run by the Instituto Agrario Nacionale. These settle- 
ments have an area of about 36,000 hectares. There are also 
two agricultural units at Turén and at Braméon in Tachira 
on the border of Colombia, and the agricultural center of 
El Tocuyo. Two cattle-raising and agricultural settlements 
are being developed in a specially fertile region of the coun- 
try. The selection and previous preparation of land in almost 
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the whole territory of Venezuela has made it possible to pro- 
vide 54,884 hectares. With a view to mechanizing agricul- 
tural production, the Instituto has bought both light and 
heavy agricultural machinery to be sold on an installment 
basis to the settlers. All these things which have been done 
since the Instituto was established in 1949, have involved an 
expenditure of about $20 million. Between July 1949 and 
December 1955 the Instituto has provided credit in an amount 
of $16 million in order to assist the rational exploitation of 
the land and the effective development of the settlements. By 
combining action with regard to land, machinery, credit, and 
technical assistance, an increase of agricultural production 
has been brought about. Within this program of land settle- 
ment which is being carried out by the Government, I want to 
single out a specific aspect—that of building. During the 
hi in question 1,538 rural houses, 202 administrative 
uildings, 10 schools, 5 dispensaries, and 81 miscellaneous 
buildings have been put up. In addition, due attention has 
been paid to the ra for storage space. Grain silos with a 
capacity of 16,000 tons, a riee-processing plant with a capacity 
of 3,000 kilograms per hour, and drying plants were built. 
An area of 16,600 hectares has been irrigated by the Instituto. 
In addition, the Instituto has made available to settlers within 
its colonies and agricultural centers 1,916 parcels of land with 
a total area of about 31,000 hectares, as well as 2,736 parcels 
of land with a total area of 11,535 hectares. In its other terri- 
torial divisions a total number of 4,650 families, of which 566 
are immigrant families have been settled on the land by the 
Instituto. I do not want to go into the details of the land 
settlement of Turén for its structure is well known to most 
of the delegates. 


Canada 


Mr. Boucuer (Canada) (translation from French). I do 
not know whether my speech is well timed. I have delayed 
taking the floor in order to allow other delegations the fullest 
freedom to explain the policy of their governments with re- 
gard to land settlement. I would not, however, like to wait 
until the very last moment of this discussion since I fear that 
the effect of my speech would perhaps be only to start it off 
again. I have certain fairly specific questions to ask and I 
must say that, without committing myself as regards my Gov- 
ernment’s international policy in general on this point, I only 
wish to deal at this stage with the part that ICEM can play 
in this field. Lam not in a position either to express agree- 
ment or disagreement on behalf of my delegation with the 
document before us. Nevertheless, there are a number of 
questions which have not yet been dealt with or which, at 
least, have not been examined in detail and I feel that it would 
be useful, at any rate,to draw attention to them. 

‘The first point is this, and, unfortunately, it perhaps goes 
to the heart of the matter: I imagine, or rather I note that the 
role, or if you wish, the importance which ICEM attributes 
to land settlement is quite different from that attached by it to 
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other forms of migration. It devotes particular attention to 
it and appears to be ready to become involved in the planning 
of specitic projects. In this connection, I believe that there 
are two things which remain to be proved. It must, first, be 
shown that this particular form of agricultural migration is 
not only preferable, but should be accepted almost to the ex- 
clusion of another form of rural emigration which appears 
to me, at first sight, more normal and certainly much less 
expensive, i. e., an emigration intended to assist in the devel- 
opment of areas which have already been opened up. I feel 
that it ought to be explained why the Committee attaches such 
importance—or so at least it seems—to the setting up of settle- 
ments in areas which have not yet been opened up. If that is 
really what the Committee has in mind, there is a second 
aspect of the question. By so doing, are we not becoming in- 
volved in the much vaster field of the exploitation of natural 
resources and social organization? Ido not mean that these 
tasks should not be carried out. The question is whether the 
Committee has a part to play in that field of international 
assistance which is much vaster than the more restricted one 
of migration itself. 

As to the specific role of the Committee, 1 cannot quite see 
what it is setting out to do. I thought that, a year and a 
half or two years ago, in the course of a general discussion 
in which the delegation of the United States had explained 
its position fairly clearly, it had been more or less agreed 
that the Committee would confine itself to making a general 
study of the problem and stimulating the interest of govern- 
ments in this field. But my understanding was not that the 
Committee was committing itself to prepare or to assist in 
the preparation of specific projects. tf that is the Commit- 
tee’s intention, does the Committee mean to do this work 
itself, as 1 believe is the case if I understand the position 
eorrectly? Would not the Committee be better advised to 
employ the existing services of international institutions, 
such as those of FAO, ILO and also the International Bank. 
I note that this time there is no reference in the whole docu- 
ment to the International Bank. Of course, at the present 
time, the financial problem seems partly solved, but I think 
that the Committee, as such, cannot indicate a single, exclu- 
sive possible source of financing. There remains the Inter- 
national Bank which might, it seems to me, give assistance 
in two ways. First, it could supply expert financial advisers 
and secondly grant loans. I remember that 2 years ago the 
bank’s attitude was probably different from what it may 
possibly be today because, at that time, it was more deeply 
involved in the problems of European reconstruction. Its 
attitude today might perhaps by different. 

I think that we would have serious objections if the Com- 
mittee were to set itself up as an expert in the extremely com- 
plex variety of fields involved in the preparation of land 
settlement projects. I do not know whether it is intended 
to discuss in detail the Committee’s role but it seems to me 
that there would be some advantage in doing so. And, 
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once again, let me assure those delegations which have ex- 
pressed their profound and keen interest in land settlement 
that they should not take my comments to mean that Canada 
is not interested in the matter. I think that, on the contrary, 
what is involved is the development of natural resources. 
Canada is very interested in this question, but my point con- 
cerns only the Committee and its role in that field. 


New Zealand 


Mr. Brennan (New Zealand). I wanted to make some 
comment first, particularly in view of the absence of any 
comment or any mention of land settlement in the docu- 
ments now before us so far as our country is concerned, 
especially as many people, no doubt, are under the impression 
that in a country such as ours, with a small population and 
which is operating immigration schemes, there should be 
some scope for land settlement as an aid to immigration. 
The actual position, however, is that the usable agricultural 
land in a geographically small country such as ours, whose 
economy is based mainly on agricultural production, is al- 
ready highly developed and there is certainly no scope at all 
for land development as an aid to immigration. I just 
wanted to make this clear; to explain why we have not taken 
any direct action so far as major land-settlement projects 
are concerned. This is not to say that there is no scope for 
employment of migrants on the land in New Zealand; that is 
the other side of the question and we. are actively, within 
limits, recruiting experienced farmworkers and particularly 
dairy workers under our various immigration sehemes. As 
my colleague from the Netherlands has already commented, 
many of these or have prospects in the course of time of 
settling on the land, after a period as farmworkers, by acquir- 
ing properties which are already developed. Incidentally, 
I am pleased to say that our migrants from the Netherlands, 
or at least some of them, seem to be doing very well in that 
respect. Finally, I would just like to say that we are very 
happy to give our support to the recommendations made 
in the Director’s report on the subject. 

Brazil 

Mr. Barsoza-Carnetro (Brazil) [translation from 
French]. We have read with the greatest interest the Di- 
rector’s report on land settlement and I must say that the 
Brazilian delegation is in complete agreement with the Di- 
rector on his conclusions and, in particular, with what he 
says in paragraph 75. 

I feel that the Director has given a most precise and ob- 
jective description of the role which ICEM may play in the 
implementation of a land-settlement program. At this point 
in our proceedings, it is important to emphasize that, for im- 
migration countries like mine, any collaboration in the tech- 
nical field which ICEM might be able to afford would be of 
the greatest value and would be deeply appreciated. Besides, 
I should say that we have already benefited in the past from 
the technical assistance provided by ICEM services and I 
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wish to express our satisfaction, appreciation, and our warm- 
est thanks to those competent and devoted officials who have 
collaborated with Brazilian technicians. 

I take this opportunity of informing the representatives 
of Germany and the Netherlands of the keen interest their 
statements made a few moments ago have aroused in my dele- 
gation. In Brazil, we have had German settlers for many 
years. The German community, composed of German immi- 
grants who have settled in Brazil, is one of the oldest and most 
successful. But I could also say of the Netherlands settlers 
that, although they are much fewer in number than the Ger- 
mans who have settled in our country, those Netherlands im- 
migrants who have attempted the great venture of immigra- 
tion have not had any reason to complain of us, and we 
Brazilians, for our part, are delighted with their extremely 
fruitful collaboration. There are 3 or 4 very well run 
Netherlands settlements, which are most successful, prosper- 
ous, and are developing to the general satisfaction. These 
settlements have had their difficulties, but they have over- 
come them and, after all, like any other undertaking, they 
have also had their ups and downs. At present, I think that 
they can look forward to the future with confidence. 

I did not go into details yesterday, but I now wish to say 
that our Institute for Immigration and Colonization has al- 
ready worked out a land-settlement plan and that, broadly 
speaking, it has, at the present time, 26 centers in different 
regions of the country which only need the human and tech- 
nical resources to be developed. We have organized, with 
the help of ICEM, three settlements which are developing 
satisfactorily: One in the state of Rio de Janeiro, the other 
at Parana, another in northeast Brazil, at Alagoas. The 
results achieved so far have proved the value of those under- 
takings. 

I have mentioned the German settlers. Need I say that the 
Italian colony is one of the most important in Brazil and that 
it has made a decisive contribution to the prosperity of several 
important regions in our country. And it is with unflagging 
interest that I have listened to the statements of the represent- 
ative of Italy, who has a thorough knowledge of my coun- 
try, of its potential resources, of the difficulties to be over- 
come, and the grounds for confidence in the success of a care- 
fully prepared land-settlement project. 

Reverting to what I said yesterday about the vast implica- 
tions of the gesture of solidarity on the part of the Govern- 
ment of the United States of which we have just been in- 
formed, I should like to submit for the consideration of the 
Council a draft resolution on behalf of my delegation but 
which, I am authorized to state, has received the complete 
support of the delegations of Argentine, Chile, Costa Rica, 
Colombia, and Venezuela. It is therefore in the name of all 
the Latin American delegations to this Council that I am sub- 
mitting the draft resolution which I shall now read.” 


7 See p. 49, infra, 
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Rhodesia and Nyassaland 


Mr. Mitter (Federation of Rhodesia and Nyassaland). I 
have been very interested in the discussions on land settle- 
ment which took place yesterday and has continued today, 
because those views are of course of very great importance to 
Rhodesia and Nyasaland, and in this connection I should 
like, first of all, to thank the representative of the Nether- 
lands for his remarks regarding my country. It will give me 
great pleasure to inform my Government that his Govern- 
ment is prepared to send an expert to the Federation in order 
to study land-settlement schemes. I was also very pleased to 
meet Dr. Weizmann this morning who, as most of you know, 
recently returned after a visit to my country, during which 
time he submitted schemes for the consideration of my Gov- 
ernment, and to hear in some detail from him his views of the 
en of my country from a land-settlement point of view. 
My Government, is very keen to see the land-settlement pilot 
scheme suggested by Dr. Weizmann underway as soon as pos- 
sible. However, under the federal constitution, it is the 
Northern and Southern Rhodesian Governments which are re- 
sponsible for implementing the scheme and, as yet, although 
it is known that the Southern Rhodesian Government has ac- 
cepted it in principle, it is not possible for me at this stage to 
say anything in regard to Northern Rhodesia and, therefore, 
we can only await those findings. As it is essential to the suc- 
cess of any Jand-settlement scheme that resources be sufficient 
to cover all aspects of the development, and detailed planning 
is essential—all points which have been emphasized in the 
discussions—the Governments of Southern and Northern 
Rhodesia must, of course, give the fullest consideration to 
these problems. The submission of sound plans might also 
attract capital from other sources, as was the case when the 
United States Congress allocated part of $15 million to land- 
settlement projects in certain countries in South America. I 
would just like to say that my country views this matter as one 
of great importance. We feel that in our country there is 
great scope for such development and we are, of course, very 
grateful for the advice which we have recived from Dr. 
Weizmann. 

Spain 

Mr. Irurrtace y Copes (Spain) [translation from Span- 
ish]. In my intervention yesterday I said that, in our view, 
the aim of ICEM to place the European surplus population 
in underpopulated ccuntries could only be achieved in full 
through the definite settlement of migrants by placement and 
land-settlement services. Today, we have to deal with the 
iatter and ! consider it to be of the greatest importance as 
far as the stability of movements is concerned. 

The distinguished representatives of the English-speaking 
countries use the words “land settlement,” that is to say, 
settlement on the land, settling of migrants, and that is pre- 
cisely the question, and this is our interest, that migrants 
settle on land; that they do not move from one place to the 
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other, but that they really settle on land thus making their 
contribution to the increase of the natural resources of the 
country. I agree entirely, therefore, with the recommenda- 
tions and projects of the Administration, expressed in the 
report of the Director regarding the special need of previous 
agricultural exploitation to promote the industrial develop- 
ment of the country, thus making possible a new industrial 
immigration. That is why land settlement will always play 
a principal part in all the plans and projects which we may 
make to move the European population surplus to under- 
populated countries. 

pain, for its part, has carried out this policy within its 
own territory. The Instituto Nacional de Colonizacién, dur- 
ing the past few years, has made available for irrigation 
thousands of hectares of dry land. It has thus greatly in- 
creased agricultural production in order to keep up with the 
increase in population. However, these activities of the 
Instituto Nacional de Colonizacién have required the earlier 
preparation of the area in which agricultural production was 
to be increased. Therefore, new communications were pro- 
vided; villages with all sorts of spiritual as well as material 
services were established ; churches, houses, schools, and medi- 
cal-service buildings had to be prepared for the people who 
were to work the land. That has involved a great deal of 
long, hard work before actual settlement could be imple- 
mented. Action taken in the Province of Badajoz, the con- 
struction of the Montijo Canal, the so-called Jain plan, the 
colonized zone of La Violada in Aragon have made it neces- 
sary to build dozens of villages and have contributed to a 
greater exploitation of the soil. This has allowed us to be- 
come self-sufficient in some products, such as wheat and 
sugar; in other materials like cotton, production has been 
considerably increased, and we thus have to import less. 

I am referring here to the necessity of intense agricul- 
tural exploitation as a basic measure for industrial develop- 
ment. But we have not only concentrated on this develop- 
ment within the borders of the national territory; before 
becoming a member of ICEM, Spain also brought coloniza- 
tion to American lands. I can state that in 1955 an initial 
and, in my opinion, important settlement plan in the Domin- 
ican Republic was carried out. Four thousand Spanish mi- 
grants were settled in nine different colonies. These colonies 
are now prosperous and we hope that, under the agreement- 
ment between the Governments of the Dominican Republic 
and Spain, the settlement of Spaniards in that Republic will 
increase. We are also considering with some Latin American 
countries new plans for colonization. Spain is really inter- 
ested in this matter, and is ready to welcome any offer from 
Latin American countries to develope precise projects. I 
have pleasure in making this offer for consideration by the 
interested countries, and it is to be hoped that, thanks to the 
praiseworthy offer of the United States that we heard yester- 
day from Mr. Walter and for which I want to express my 
gratitude once more, one of the main difficulties of land set- 
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tlement—financing—can be overcome. I wish to repeat the 
offer made by Spain: that it will consider with the greatest 
interest and willingness the exploitation of natural resources 
in these sister nations. 
Belgium 

Mr. Contempre (Belgium) [translation from. French]: 
My delegation has listened with the greatest interest to the 
statements made about land settlement.. We are certainly all 
convinced of the tremendous importance for European mi- 
gration of the implementation of clear-cut plans for land 
settlement. We have found these statements most instruc- 
tive. They have the merit of showing to the countries con- 
cerned the prospects which land-settlement plans hold. 
Nevertheless, compared with the immense task to be accom- 
plished, the Committee’s role is somewhat restricted and I 
feel that the debate which has been initiated on this question 
has been rather academic. As a number of speakers has very 
clearly brought out, this is a matter which should be resolved 

rimarily by bilateral agreements. On the other hand, as 

{r. Walter has stated in the United States Congress, the 
financial assistance so generously granted by the United 
States will not be administered by ICEM, but will be made 
available in direct collaboration with each of the countries 
concerned. The Committee’s role will therefore be confined 
to the selection, the vocational training, and the transport of 
the migrants concerned. My delegation, however, hopes sin- 
cerely that. those land-settlement plans which are put into 
efiect will be attended by the greatest measure of success. 

United States 
Mr. George L. Warren, the principal adviser of the United States 
delegation, made the following clarifying remarks: 


I have very little to add to the general discussion or to 
what Congressman Walter said yesterday. I do wish, how- 
ever, to point out that the legislation adopted by the Congress 
making this plan for economic development available does 
not restrict in any way the beneficiaries in the Latin Ameri- 
can countries to the members of ICEM. In other words, the 
funds are available for these purposes in any Latin American 
country. , 

I would also like to remind the Council that the fund lists 
three different categories of projects, of which land settlement 
is one. ‘The discussion here at this Council has been most 
interesting and we have listened to it with great. attention. 
However, the fulfillment of the aspirations which have been 
expressed will come as a result of the very diflicult work 
which must still be done in preparation that has been so ably 
outlined by our Italian and Netherlands colleagues. I can 
only suggest that the preparation of any project, which any 
Latin American Government may desire to present to the 
United States Government, be expedited as much as possible. 
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We do not think that the initiative taken by the United 
States Congress which Congressman Walter told you about 
yesterday has changed in any manner the role of the Migra- 
tion Committee in the development of land-settlement proj- 
ects. The Deputy Director** has outlined that role in the 
statement which he has just made, and we support it as being 
consistent with the resolution which has already been adopted 
and do not believe that the role of the Migration Committee, 
as we have understood it and as previously pursued, has been 
changed in any manner by this congressional action. We as- 
sume that the Migration Committee, through its experts, will 
continue to assist and advise those governments that are inter- 
ested in the preparation of projects, and be helpful in nego- 
tiations between the interested emigration and immigration 
countries. 

There are other provisions of the legislation that are rather 
detailed in character and of a technical nature. ‘There are 
other problems of administration that our executive agencies 
face in implementing the legislation. On those matters, Mr. 
McLeod and I and our officers will be available to ICEM at 
any time for the purposes of providing information and ad- 
vice and to keep in touch with such developments as may take 
place. 

With respect to the possibility of enlisting technical assist- 
ance from the technical assistance program of the United 
States, we would suggest that the Latin American govern- 
ments interested raise the matter in the first instance or 
present any requests for such assistance in the development 
of projects to the United States Embassy in their respective 
capitals and that would also apply equally to any blueprint 
or statement of an actual project. 

You may recall that, I think at the third session, in the 
discussion of land settlement which took place at that time, 
I read my instructions verbatim. I think that for purposes of 
the record I should read them again at this session. They are 
very similar to the statement which was made at the third 
session. There have been very minor changes in phraseology 
that brings us up to date, but these are the paragraphs from 
our instructions : 

“The United States continues to be interested in the devel- 
opment of land settlement projects in Latin America. It rec- 
ognizes that properly managed, land settlement projects can 
contribute to the agricultural production, economic develop- 
ment, and the improvement of rural social structures of a 
country. The United States will be pleased to examine any 
specific land settlement projects in Latin America which may 
be presented to it by a Latin American Government, or a 
Latin American Government in cooperation with a European 
government or governments. If the project is found to be 
technically sound, the United States will then decide in what 
manner it can best cooperate in the promotion of the project. 
Consideration will be given to loans from existing sources 
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and grant aid from existing funds if such exist. It is possible 
that funds resulting from the Agricultural Trade Develop- 
ment Assistance Act will become available for this purpose 
in some country. Any one or combination of these means 
may be considered. As part of its Technical Cooperation 
Program, the United States Government will consider re- 
quests under its bilateral technical cooperation program 
for expert services in specific technical fields to assist inter- 
ested Governments in developing land settlement projects. 
Any funds recently appropriated under the Mutual Security 
Act of 1956 which may become available for land settle- 
ment will be taken into account in connection with United 
States consideration of any project submitted for examina- 
tion.” 

In other words, the action of the Congress in making this 
perterais fund available adds to the resources that might 

e considered as for application when any specific project 
is presented and has been examined and found to be sound 
and workable. We should keep in close touch with the ad- 
ministration of ICEM as projects develop, but when requests 
for either technical services or actual assistance in the finane- 
ing of the project are ready for presentation, they should be 
presented at the competent United States Embassy in the first 
instance. 


3. ICEM’S TERMS OF REFERENCE 


The Deputy Director of ICEM, Mr. Pierre Jacobsen, summarized 
the present status of ICEM’s terms of reference as they apply to the 
Committee’s participation in the preparation of land settlement plans 
as follows (translation from French) : 


I should first like to reply to the representative of Canada, 
| who has raised the question of the extent to which the Com- 
| mittee could give its technica] assistance in the preparation of 

land-settlement plans. 

We have adopted this form of technical assistance on the 
basis of a number of resolutions which are still in force. 
The principal resolution is Resolution No. 36 which states in 
paragraph 3 that the Committee decides “to request the Direc- 
tor to encouarge the preparation of settlement plans of 
member governments wishing to increase the numbers of mi- 
grants to be received, to participate in the drafting of such 
plans and to further the completion of such plans as the 
governments concerned may be prepared to adopt.” 

This Resolution No. 36 was confirmed by another resolu- 
tion, No. 65, which was adopted in 1953 and the last 
paragraph of which states that the Intergovernmental Com- 
mittee for European Migration “Requests the Director to 
intensify his efforts in carrying out the terms of paragraph 3 
of Resolution No. 36 adopted at the fourth session.” I be- 
lieve, therefore, that the technical assistance which the Com- 
mittee has given and continues to give the various 
governments concerned is completely covered by the two reso- 
lutions which I have just cited. 
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I wish to add a few words to what has been said by the 
various delegations. We have heard with great interest the 
statement by Mr. Walter, who has shown us very clearly the 
road which we should follow. And I believe that, in this field, 
our role will not change and should not change. For, in Mr. 
Walter’s statement, 1 note the following sentences: “The 
Intergovernmental Committee for European Migration has 
a very important part to play in these bilateral arrange- 
ments.” Mr. Walter was talking of the bilateral arrange- 
ments under which the United States financial assistance is 
to be given. Mr. Walter went on to say: “It is expected that 
ICEM will assist and advise both the migrant-receiving 
and the migrant-sending country, acting asa technical adviser 
and a clearinghouse for land-settlement schemes.” I think 
that the role assigned by Mr. Walter to the Committee in the 
land-settlement plans which might receive financial aid from 
the United States is quite in line with Resolutions Nos. 36 
and 65 which are still in force. 

I think that most of the aspects of the problem with which 
we are concerned have already been fully discussed and I feel 
that I cannot add much to what has been said. We are ready, 
in accordance with the resolutions adopted by the Council, to 
provide tec ‘hnical assistance to the extent requested by gov- 
ernments. We have heard a number of delegations already 
make spec ific requests to us for assistance in drawing up these 
plans. We are at their disposal and, in subsequent ¢ conversa- 
tions with these governments, we shall be able to work out the 
details of our collaboration. 

Nevertheless, there is one point which I should like to stress: 
We can only provide technical assistance and act as a clear- 
inghouse, but it is for the governments themselves to take the 
necessary decisions and to provide the necessary resources, I 
should like to be allowed simply to re sad again paragraph 93 
of document MC/203 which, I feel, gives a summary of the 
administration’s views. In this passage, the director comes 
to what he regards as the main lesson to be learned from past 
experience. 

“The committee can assist governments to elaborate and 
implement land-settlement schemes which they decide to set 
on foot. It can however, have no part in determining the 
basic policy of which specific land-settlement schemes are 
merely the expression. it is for governments themselves to 
decide what part land settlement should play in their na- 
tional policies whether these policies concern economic de- 
velopment, immigration, or emigration. The director be- 
lieves that if his recommendations are approved, the com- 
mittee can effectively assist the settlement of inmigrants 
on the land, but he would emphasize most strongly that the 
interested governments must take the initial decisions and 
support thein by the action required step by step as the work 
of planning and establishing a settlement proceeds. Without 
firm policies and decisive action by the interested govern- 
ments, land settlement with immigrants cannot be made a 
reality.” 
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4. RESOLUTIONS 


On October 5, 1956, at the 45th meeting of ICEM’s Council, two 
resolutions affecting land settlement were unanimously adopted with 
the delegations of Australia and Canada abstaining. 

The resolutions read as follows: 


Resolution No, 130 (V) 


The Council of the Intergovernmental Committee for 
European Migration, 

Having heard the statements of the Delegation of the 
United States of America on the action of the Congress and 
Government of the United States of America in making avail- 
able certain funds to the immigration countries of Latin 
America for the implementation of land settlement projects 
for European immigrants, 

Takes note with satisfaction of that statement and ex- 

resses to the Government of the United States of America 
its heartfelt gratitude for this constructive action; and 

Decides that the Intergovernmental Committee for Euro- 
pean Migration shall lend its technical and expert services to 
the interested Governments in the preparation of the proj- 
ects which they may develop. 


Resolution No. 131 (V) 


The Council of the Intergovernmental Committee for 
European Migration, 

Recalling the authority given to the Director under Reso- 
lutions Nos. 36, 65 and 104, 

Takes note of the Report of the Director on Land Settle- 
ment (document MC/203) ; 

Approves the principles of action recommended therein: 
and 

Requests the Director to continue to give aid in accordance 
with these principles to Governments requiring it for the 
purpose of developing projects for the settlement of immi- 
grants on the Jand. 

5. AREA STUDY 


During the latter part of November and the early part of December 
1956, Representative Emanuel Celler, chairman of the Judiciary Com- 
mittee, House of Representatives, accompanied by Mr. Cyril F. Brick- 
field, a committee counsel, made a tour of 10 countries in Latin America 
on behalf of the Judiciary Committee. This part of the report con- 
tains an account of his observations and findings with regard to land 
settlement progress in South America. 

In brief résumé, the principal causes hampering the development of 
land settlement programs, generally, in South America are: 

(a) Difficult economic conditions in several of the countries, and, in 
recent years, unsettled political conditions; 

(6) Absence of clear-cut policies on immigration and land settle- 
ment on the part of South American countries; 

(c) Negligible progress in land reform; 
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(d) Low standards of living in many of the agricultural areas and 
the unwillingness of the European migrant to accept and adjust him- 
self to those standards; 

(e) Unfamiliarity with American foreign-aid laws applicable to 
land-settlement matters; 

(f) Lack of United States regulations and standards to guide South 
American countries in developing land settlement plans which con- 
template United States financial assistance. 


Role of land settlement in South America 


Since World War I and with renewed emphasis since World War IT, 
Latin American countries have feverishly been attempting to expand 
the industrial sectors of their economy. These countries have a pri- 
mary economy based on agriculture, and the growth and development 
of agricultural products for export have therefore been essential to 
earn moneys for sustaining and expanding their industrial develop- 
ment. Unfortunately in recent years industry and population have 
advanced far more than agriculture and there is an urgent need to 
increase agricultural production to reestablish the balance of these 
economies. 

The domestic consumption of foodstuffs has so increased during the 

ast decade that many Latin American countries have been obliged to 
import agricultural products to fill in the gap created by the inability 
of local agriculture to meet the needs of the population. This 
domestic demand results in a decline of agricultural exports so vital 
to Latin American economy. Land settlement can contribute to alle- 
viating this need by opening up new lands for agriculture. In addi- 
tion, European immigrants who settle these lands can, with their 
greater skills, raise agricultural productivity. They will pass on 
these skills to the native farmers and in time build stable rural social 
structures. 

On the trip many government officials emphasized the fact that 
there is a tremendous difference between conditions as they existed 
in the 19th century when pioneers settled on the lands of the Americas 
and as they exist today for emigrants who seek to leave Europe and 
establish homes in the new world. Land could be had in the earlier 
days almost for the asking and rural living conditions in Europe 
were not as highly developed as they are today so that pioneer emi- 
grants were better adapted, mentally, to accept the hazardous living 
conditions then existing in the Americas. New lands were settled 
spontaneously with a minimum of organization and assistance and 
with very little capital and equipment. 

There is no longer spontaneous land settlement. To begin, very 
little land is available at prices an emigrant farmer can afford and 
he is reluctant to go overseas to accept work as a hired farm laborer 
in competition with ill-paid local native help who work for very low 
wages and who can afford to do so because of their own low standards 
of living. 

In order to attract good farmers and skilled agricultural workers 
from Europe there must be organized land settlements through which 
the small migrant farmer can be provided with suitable land. This 
requires at the outset capital resources far beyond the means of ordi- 
nary immigrants. Modern agricultural techniques—and the farmer 
must employ them if he is going to successfully compete in the market 
place with other farmers in his area—require considerable expendi- 
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tures on farm buildings, fertilizers, cattle, seeds, tractors, and other 
machinery. In addition he needs communication facilities, —— 
sanitation facilities, irrigation, ready access to schools, hospitals and 
other so-called indispensable services which today make up rural life. 
Land settlement programs properly organized and sustained by 
adequate financing and sound management can supply his needs. 

It might be well to point out that migrants who leave Europe today 
to seek new lives and carve out new existences in other countries are 
no less able than their forebears to face the difficulties and hard- 
ships of opening new lands. Their reluctance is due to better living 
conditions in the big cities and the fact that opportunities for employ- 
ment are greater than they were in the 19th century. The develop- 
ment of essential and luxury services in large urban centers has tended 
to widen the gap between the large towns and the small villages. 
Organized land settlement is therefore not only necessary to assist 
farmers during the initial stages in establishing themselves but by 
providing adequate living and farming facilities, it will provide an 
all-important incentive to the farmer to remain on the land. 


Established land settlement projects in South America 


Considerable experience has been had in the matter of organizing 
and promoting land settlement projects. Settlements in other coun- 
tries in other parts of the world have made notable and impressive 
achievements in this field. The Netherlands, Italy, Greece, and 
Austria have all developed land settlement and colonization projects. 
The nation of Israel is perhaps one of the best examples which can 
be cited for the tremendous achievements made in group settlements. 
Since 1948 over 25,000 families have settled in Israel which has vast 
areas of arid-dry and desert land. Yet through irrigation, perse- 
verance, and know-how, the desert has been conquered and land 
settlements are succeeding. The people who settled Israel’s lands 
came from many different countries, speaking different langua 
with different trades and occupations and varying degrees of skills. 
Many were not trained in agriculture, yet under a well-organized 
Government program and with international financial assistance, they 
are being converted into successful farmers. 

Many people have the general feeling—an incorrect one—that there 
has been very little success with organized land-settlement projects. 
Unfortunately, as noted by ICEM in its Information Document on 
Land Settlement (MC/INF/34), these persons only hear about the 
ones which failed and not those which make steady, although quiet, 
progress. Too often a farmer’s lack of ready cash is interpreted as 
farm failure although such shortage may well be due to moneys re- 
invested for the expansion of other areas of the farm or for equipment. 
Actual abandonment of settlements have been few and far between and 
when it has occurred in South America, it was usually due to wrong 
initial planning, lack of capital, and poor overall management of the 
project. 

There are listed below, by countries, some of the land settlements 
established in South America, together with the principal kinds of 
immigrants who have settled in them. Several of the colonies are 
over 100 years old. 
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Argentina: 
Colony of La Esperanza, 1856 (Swiss) 
Settlement of Villa Regina, 1924 (Italian 
Jewish Colonization Projects—17 Colonies—1891 (Jewish) 
Melchor Romero, after 1945 (Italian) 
Brazil: 
Carambei Settlement, 1911 (Dutch) 
Pedrinhas Settlement, 1952 (Italian) 
Ribeirao Settlement, 1948 (Dutch) 
Bahia Region Settlements, after 1945 (Japanese, Italian, Yugo- 
slav) 
San Geraldo Settlement, 1949 (Italian) 
Guarapuava Settlement, 1951 (German) 
Chile: 
Colony of San Manuel, after 1945 (Italian) 
La Serena No. 1 Settlement, after 1945 (Italian) 
La Serena No. 2 Settlement, after 1945 (Italian) 
Costa Rica: Rio Brus Settlement (SICA), 1952 (Italian) 
Paraguay: 
Mennonite Colonies, 1920 (Mennonites) 
CAFE Settlement, 1954 (Italian) 
Peru: 
Tingo Maria Settlement, 1947 (Italian) 
Tourna Vista Project, 1951 (Peruvian) 
Venezuela: 
Chirgua Settlement, 1938 (Danish, Spanish, Ttalian) 
Turen Settlement, 1949 (Venezuelan, mixed immigrant na- 
tionalities ) 


On the trip Representative Celler had opportunity to speak with 
the foreign ministers of the countries visited, with immigration and 
colonization directors, private welfare agencies, and with the Inter- 
national Cooperation "Administration’s and ICEM officials. He ex- 
changed ideas on the prospects for placing part of the $15 million 
fund (popularly referred to as the Smathers-Walter amendment) of 
the Mutual Security Act of 1957 which Congress appropriated, 
among other things, for land-settlement purposes, He tna occasion 
to review long-range land-settlement problems and also to talk with 
officials on projects already in existence and being considered for 
immediate implementation so as to be eligible for United States 
financing. Great interest was displayed by the Ambassadors and 
Ministers of the Italian Government accredited to the countries he 
visited. They pledged cooperation. 

There follows below a statement on several of the countries visited. 
The information set forth is based on conservations with, and infor- 
mation supplied by, representatives of those governments, United 
States personnel, and officials from ICEM and private welfare 
organizations, 

Argentina.—The Government of Argentina was well informed on 
the purposes and intent of the 1957 Mutual Security Act and its pro- 
visions regarding land settlement. This was due, in part, to the fact 
that Dr. Pedro A. Escudero, Director of the Argentinian Immigration 
Services, acted as Chairman of the Council of the fifth session of 
ICEM in October of 1956, which considered land-settlement problems 
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in South America. The Government of Argentina advised that it was 
expanding its Melchor Romero land-settlement project. Both the 
Italian and Argentinian Governments it is understood have appro- 
priated some 200 million pesos for this and other land-settlement 
programs. Argentina is also working on plans with Indonesia for 
the settlement of Dutch families and with Japan for the settlement of 
Japanese families in Argentina. 

‘he Jewish Colonization Association (JCA) is negotiating with 
the Government seeking to reunite in Argentina 135 Jewish families 
with their relatives who are presently in Morocco, North Africa. In 
furtherance of this endeavor it was pointed out that the Baron de 
Hirsh Foundation owns land in Argentina which possibly could be 
made available for such settlement purposes. 

In addition to further Argentina’s agricultural development pro- 
gram generally, the eee Bank was to extend to Argentina 
a loan of $100 million for redeveloping its transportation systems 
thereby indirectly helping agriculture by making it easier for produce 
to be brought to market. 

Government officials stated that since the International Coopera- 
tion Agency of the United States has no mission in Argentina, they 
may seek to invite officials from the United States along with repre- 
sentatives of ICEM to discuss with them the best way for implement- 
ing Argentina’s land settlement program so that its policy may be 
shaped to avail itself of the financial assistance provisions of the 
Smathers-Walter amendment. 

Brazil—Absence of a clear-cut immigration policy and lack of 
continuity in the Brazilian Immigration Service have greatly ham- 

ered land settlement in the past. In 1954 however Brazil adopted 
stalation creating the National Institute of Immigration and Coloni- 
zation (INIC), a semiautonomous service administratively attached 
to the Minister of Agriculture which has been given the responsibility 
of all matters effecting colonization. 

Early in 1953 the Brazilian Government entered into a long-range 
settlement program, objectives of which are to improve population 
distribution, raise technical’ standards of agriculture, and increase 
food production. With the assistance of ICEM an overall plan was 
drawn envisaging a settlement of some 7,000 families (30 percent 
Brazil, 70 percent Europe). Implementation of the plan however 
has been slow and the two main projects contemplated in the plan, 
one in the state of Alagoas and the other near Rio de Janeiro, have 
received only a few settlers. 

However tliere are several settlements—post World War II col- 
onies—which have attained remarkable results. With blocked Ital- 
ian assets in Brazil, the Pedrinhas settlement (Italian) near San 
Paulo was established and has about 130 families with 25 families of 
tradesmen in auxiliary occupations. The Ribeirao settlement (Dutch) 
near Campanis was established in 1948. A cvoperative effort on the 
part of Dutch immigrants this settlement now has approximately 
100 families located on its soil. In 1951 with the help of Swiss aid 
the Guarapuara (ethnic Germans) settlement was established and 
today a colony of some 500 families of German origin have settled on 
the land. 

All of the above colonies encountered the usual first years’ diffi- 
culties. There was lack of sufficient finances, inadequate initial tech- 
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nical planning, and either a lack of rainfall or too much rain. How- 
ever, these factors have all been overcome and the colonies are 
considered well established and are today steadily expanding. 

Notice of the passage of the Smathers-Walter amendment to the 
Mutual Security Act of 1957 was received with great interest in 
Brazil. Plans are being studied looking forward to the further 
expansion of some of these colonies with the help of United States 
funds. In addition INIC is seeking land on which to establish new 
settlements, which it hopes will qualify for United States financing, 
Certain other larger-scale projects, including one in the state of Santa 
Catarina, are being discussed with European countries as potential 
long-range settlement projects. 

Chile —Chile has had difficulty in securing suitable land in sufficient 
amounts to make land settlement attractive and workable for immi- 

rants. The Government owns, comparatively speaking, little arable 
and in sections which are accessible to commercial markets. In 
addition because of a fluctuating economy due to the serious inflation 
and foreign exchange shortage of its pesos, it has become difficult for 
Chile to make attractive offers to would-be immigrants. 

In 1954 the Chilean Government developed a plan for the resettle- 
ment of Dutch families known as the Osorno settlement. This proj- 
ect has not carried through due to the very favorable economic situa- 
tion now existing in the Netherlands and the resulting reluctance of 
its agricultural workers to leave their native land. It is understood, 
however, that the Chilean Government may seek to convert the project 
into a settlement for Italian immigrants and, if acceptable plans can 
be developed, it hopes to qualify for the use of United States Agricul- 
tural Surplus Food funds and for Smathers-Walter amendment funds 
to finance this project. 

Colombia.—Land settlement programs are comparatively new in 
Colombia. In recent years committees on immigration have been 
established (the most recent being the Comite Nationale De Immi- 
gracion) to deal with agriculture and colonization matters. At the 
— of the Government the ICEM mission in Colombia has been 
enlarged and both are working on plans for immigrant manpower 
placement and for colonization projects. It is hoped that a Spanish 
mass immigration movement to Colombia can be worked out between 
Spain and Colombia with the help of ICEM since it is known that 
people of Spanish origin adopt inanesieas easily to Colombian en- 
vironment where the habits, language, religion, and traditions, are 
familiar to them. Now that Spain has become a member of ICEM 
it is felt that this program with possible financial assistance from the 
United States will take on an added significance. 

In furtherance of resettlement Colombia has undertaken a large 
regional development program including the building of roads and 
other facilities of communications in the Magdalena Valley region. 
This area according to Colombian and ICEM authorities could well 
provide an excellent opportunity for a well organized expansion 
program. 

E’cuador.—This country has no land colonization settlements at the 
moment. There is underway, however, a United States technical 
assistance program which among other things is helping the Govern- 
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ment build highways to open the vast interior regions of the country 
to commerce. 

American officials in Ecuador feel that land-settlement projects 
could be helpful to the country for the settlement not only of European 
migrants but also for the relocating of domestic migrants. 

There are three areas in Ecuador which offer vast opportunities for 
such projects. The first is in the San Lorenzo region which contains 
very productive land. There is a railroad running through this area 
from the capital at Quito to the seaport city of San Lorenzo offering 
excellent transportation facilities for shipping to export of agricul- 
tural produce. There is also the San Domingo-Chone agricultural 
region which is rapidly being settled. In addition, there is the Areil- 
las area in El] Oro province which already has some well-irrigated 
Jands, a railroad running through it, and an adequate seaport for ship- 
ment. It is near a section of the Peruvian border which is under inten- 
sive cultivation, and it is believed that with proper financing this area 
could be developed into a very successful land-settlement project. 

Peru.—Since World War II, two land colonization projects have 
been established: the Tourna Vista project on the Pochitea River and 
the Saipai colony near the town of Tingo Maria. Both projects, while 
experiencing difficulties common to newborn colonies, are nonetheless 
making steady and fruitful progress. 

Peru is divided generally into three geographical areas: a narrow, 
sandy desert area running 10 to 100 miles wide along the seacoast, the 
mountain-zone region or sierra between the eastern and western slopes 
of the Andes, and the forest or jungle region extending eastward from 
the eastern slopes of the Andes. The forest or jungle region is rich in 
soil and is presently under a long-range plan of colonization with the 
construction of roads and a railroad. 

However, because of the density of the jungle and the high cost of 
clearing the land for large-scale farming, no immediate pilot projects 
for foreign immigrants are being considered. Furthermore, Peru has 
a drought area in its southern plateau and its immediate concern is to 
relocate the native Indian population in that area. American author- 
ities in Peru feel that colonization projects could be developed looking 
toward solving the country’s tremendous internal-migration problem 
and that financing may be possible under the Smathers- Walter amend- 
meni which authorizes funds for domestic as well as foreign migration 
efforts. 

Venezuela.—V enezuela, because of the great prosperity which oil 
has brought to it, is difficult to compare with other South Amer- 
ican countries. Imports of capital goods have been maintained with- 
out the need of sacrificing consumer goods. Its currency has main- 
tained a constant parity with the American dollar. Nonetheless, agri- 
cultural development in Venezuela is falling off because of the inclina- 
tion of its manpower to leave the land and seek employment in indus- 
try. Agricultural development therefore needs to be intensified if it is 
to keep pace with industry. To accomplish this, Venezuela realizes that 
it must increase its total Secmtiie area and, in addition, bring in immi- 
grant farmers with their skills to help carry out this program. 

The interest which the Venezuelan Government has taken in land 
settlement generally and in locating immigrants and domestic farmers 
is reflected in its establishment, about 1949, of the Institute of Agrario 
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Nacionale, which presently is running some 20 land-settlement cols 
onies. 

Because of its hard currency and burgeoning industrial develop- 
ment, Venezuela has been able to proceed without international finan 
cial aid. 

Uruguay.—Uruguay needs farm workers but large land-settlement 
colonization does not seem feasible since there is very little land area 
available in large enough tracts that are not privately owned. In 
addition, the Government failed to ratify the ICEM convention, 
thereby frustrating for the time being migration from European 
countries on a large scale. 

Despite these facts, it is felt that Uruguay has a genuine interest in 
immigration and colonization programs. 

Its present immigration policy difficulties are due, no doubt, to the 
fact that no one political party enjoys a substantial majority in 
Uruguay, and for this reason its coalition form of Government has 
been unable to develop a clear -cut immigration policy which is ac- 
ceptable to all. 

Costa Rica and Paraguay.—While Representative Celler did not 
visit Costa Rica or Paraguay, he was nevertheless informed b 
mission officials in South America that these countries present excel- 
lent opportunities for possible immediate United States financial as- 
sistance. The Costa Rican Government has oficially guaranteed an 
Export-Import Bank loan of $161,000 accorded to the Ttalian colony 
known as SICA for expansion purposes. ‘this colony, among other 
things, is studying the possibility of taking in of an undetermined 
number of Hungarian refugee families. It has already submitted 
plans to the United States Governient seeking financial assistance for 
general expansion purposes. 

The Government in Paraguay has undertaken an extensive program 
for the setting aside of thousands of hectares of land for a large de- 
velopment project. ICEM has assisted in the elaboration of a project 
for Italian settlement at Coronel Oviedo which, however, has not yet 
been implemented for lack of adequate euaranties from the Italian 
participation in financing. There has also been settlement of a num- 
ber of families on the property of the Brazilian-American Companhia 
De Fomento Economico. It is understood that a plan will be 
presented to the American Government looking to-use surplus agricul- 
tural food funds now in Paraguay for the financing of several settle- 
ments in that country. 


Land tenure and reform 


One of the basic problems with which the majority of the countries 
in Latin America are confronted, is the unrealistic distribution and 
use of their lands. In many instances much of the arable land is 
owned by large land owners (latifundos) who because of the great 
size of their tracts have no need to farm them exiensively to secure 
adequate incomes for themselves. This resulis not only in shortage 
of agricultural produce so vital to South American economy but also 
in the under utilization of farm labor. 

In instances where there are small landholders (minifundos) the 
lack of adequate land oftentimes makes the farms commercially un- 
profitable to operate. 

It is understood that the United Nations (through some of its spe- 








ol- 


/p- 
n= 


nt 
ea, 


mn, 
an 


1as 
aC- 


10t 
b 


el- 


an 
ny 
1er 


ied 
for 


am 
de- 
ect 


ian 


ul- 
‘le- 


ind 
is 
eat 
ure 
ge 
so 


the 
un- 


ICEM AND LAND RESETTLEMENT 57 


cialized agencies such as the FAO, ILO, and the ECLA), as well as 
the org: anization of American States, have been making si udies to de- 
velop methods for resolving many of these land-ienure » problems. 


Funds available for land settlement 


In traveling through South America it was apparent that most 
countries had an incomplete knowledge of the various funds to which 
they may look for possible assistance in connection with many of their 
economic programs. In instances where they were aware of the exist- 
ence of such a fund, they were oftentimes in doubt as to whether the 
fund itself was av ailable for land-settlement projects. For this reason 
it is believed that a study should be made to determine what provisions 
of our laws are applicable to land-settlement projects. prelimi- 
nary survey indicates that land-settlement loans are authorized 
under— 

Sec'ion 104 (g) of Public Law 480 (83d Cong., 2d sess.). 

Title I, chapter 3, of the Mutual Security Act of 1954, as amended 
by Public Law 726, section 4 (4) (84th Cong., 2d sess.), the Smathers- 
Walter amendment. 

Export-Import Bank. 

In addition, the technical cooperation program under the Mutual 
Security Act might also be available for technical assistance in many 

ertinent fields relating to land settlement, as well as the International 
Bank for Reconstruction and Development and the International 
Finance Corporation. 


Conclusions and recommendations 


(1) There are vast opportunities for land settlement and coloni- 
zation in South America. These opportunities ean be made to bear 
fruit with proper financial backing, technical assistance, and good 
management. 

(2) Some areas are better suited and better situated geographically 
for earlier settlement projects than are others. Therefore the 
programing of the Umited States Government should contemplate 
projects which will be several years in the planning as well as projects 
which will be capable of immediate implementation, 

(3) Land setilement projects already in existence should be con- 
sidered for prompt action insofar as U nited States technical aid and 
financial assistance are concerned. Many of them already have 
established transportation, sanitation, and educational facilities, and 
are well suited for expansion. There are established projects in Brazil, 
Argentina, Paraguay, Chile, and Costa Rica which could qualify for 
early United States consideration and possible financial and technical 
assistance. One project (SICA) in Costa Rica has already submitted 
plans for United States financing. 

(4) To be of assistance in the development of their plans, and 
information guidebook or brochure should be published so that Latin 
American countries may know what United States assistance is avail- 
able for land-settlement programs. Under present government policy, 
Latin American countries must take the initiative and present well- 
drawn plans for consideration. Unfortunately these countries have 
not been informed of the requirements and standards which must be 
met in order to present acceptable plans, 
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(5) In view of this circumstance a liberal policy should be adopted 
for the first few projects submitted for consideration until a history 
of experience can be developed on which the United States can for- 
mulate a set of standards. This does not mean that plans submitted 
during the immediate future should be given only superficial or hap- 
hazard examination. On the contrary, they should be completel 
worked out and well detailed, but, because initially the projects will 
not be backed by actual experience, an elastic policy contemplating 
greater risks on the part of the Federal Government should be tempo- 
rarily adopted. Eventually as experience is gained these risks can be 
lessened and possibly eliminated. 

(6) Since land settlement in South America has been adopted by 
Congress as part of our foreign-aid program and moneys appropriated 
to that end, greater efforts should be made to help interested countries 
secure the benefits offered by our laws. The Federal Government 
should go beyond the stage of merely indicating a willingness to 
examine any well-worked-out plans which might be submitted for 
consideration. Without attempting to thrust our land-settlement 
program on them, preliminary assistance in the form of conducting 
studies and giving technical advice could be undertaken upon the 
formal request of South American countries asking our aid in exam- 
ining selected regions for land settlement. ‘These studies of course 
may have either positive or negative conclusions with regard to a 
particular settlement. Without committing the United States, such 
preliminary assistance could be given with the firm understanding 
that in the event a formalized plan is eventually submitted for possible 
United States financing, it would be subject to a further and complete 
examination by interested Government agencies. 

In offering preliminary assistance, land-settlement programing can 
get off to an earlier start so far as the United States is concerned. 
With American technicians on the scene, early determinations could 
be made as to whether a particular project has good possibilities, 
thereby saving time and effort which otherwise might be wasted. 
In addition, preliminary investigation could eliminate many difficul- 
ties which would be harder to overcome once plans have been finalized. 

Much of the work thus rendered would have to be done anyway. 
The consideration and examination of plans even under our present 
policy contemplates visual examination of the regions involved, and a 
detailed analysis of the projects in the light of whether the proposed 
settlement has a good chance of succeeding. 

In addition to its many other advantages, preliminary assistance 
would also permit the early coordinating of land-settlement projects 
with other United States foreign-aid programs presently underway 
in South American countries. 

(7) One of the most difficult problems with land settlement, is keep- 
ing the migrant farmer on the land once he has reached his destina- 
tion. All too often the attraction of employment in the city with the 
opportunity for higher wages and more time for leisure, lures the 
farmworker from the land. Land settlements if they are to be suc- 
cessful must be made attractive to the agricultural worker. Stand- 
ards of living commensurate, at least, with those of his native country 
must be guaranteed by South American governments. Too many 
immigrants are returning to their native lands complaining of sub- 
standard living conditions in South America. 
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(8) Several of the South American countries do not have either 
ICA missions or ICEM missions. In those instances where neither of 
these very helpful organizations have established offices, the duties 
could be assigned to an American mission located in the particular 
country, or to the American Embassy. 

(9) The Smathers-Walter amendment to the Mutual Security Act 
of 1957, being expressly tied to land-settlement programs, resulted 
in increasing interest in land settlement financing. It is believed, 
however, that under certain circumstances, other funds can be made 
available for this same purpose. A study should therefore be under- 
taken to determine the various United States and foreign funds which 
could be employed for this purpose. 

(10) In view of the notable success of the SICA colonization in 
Costa Rica (a jungle area transformed, in 5 years, into a well-organ- 
ized settlement of approximately 800 people with school, police, and 
other facilities) South American governments should be urged to 
consider the possibility of using semipublic and private organizations, 
financed with government and private capital, for the formation of 
land settlement colonies. 











APPENDIX 





Report’ of the Director of the Intergovernmental Committee for 
European Migration on Land Settlement. 


I. INTRODUCTION 


1, This report, which summarizes the activities of the Committee in 
the field of land settlement, analyses the results obtained and_con- 
tains proposals for the future program of work, is submitted. by 
the Director in accordance with the terms of Resolution No. 104, 
adopted by the Council at its 2d session in May 1955, The report pro- 
vides, as briefly as possible, an account of the committee’s activities 
with regard to land settlement during the past three and a half years, 
viewed against the background of the situation in each interested 
country, and contains recommendations of a general nature as well 
as a program of immediate practical action. An information docu- 
ment dealing in greater detail with the technical problems involved 
in the development of land settlement will be distributed later. 

2. It will be useful to begin by recalling the extent of the Commit- 
tee’s mandate in the field of land settlement. As early as the 3d session 
of the Intergovernmental Committee in June 1952, member govern- 
ments requested (resolution No. 24) the Director to confer with inter- 
national, national, and private institutions which might be in a posi- 
tion to furnish assistance to encourage migratory movements through 
technical aid and international financing. At the 4th session of the 
Intergovernmental Committee, Resolution No. 36 was adopted, under 
the terms of which the Director was requested— 


to encourage the preparation of settlement plans of member 
Governments wishing to increase the numbers of migrants to 
be received, to participate in the drafting of such plans and 
to further the completion of such plans as the Governments 
concerned may be prepared to adopt. 


This resolution, together with subsequent ones calling for the con- 
tinuation or intensification of effort, constitutes the authority under 
which the administration has pursued its activities relating to the 
settlement of migrants on land. 

3. There can, of course, be no land settlement unless governments 
set up the appropriate machinery, provide land, contribute funds, 
take the necessary economic measures to favor the success of the settle- 
ment and select suitable migrants. Thus the committee's task is to 
give technical advice and assistance in the agricultural, economic, 
managerial, and financial fields to those governments which would be 





1ICEM Document MC/203, August 30, 1956, is printed herein for reference purposes 
only. The inclusion of this document in the instant report does not indicate approval or 
disapproval of its contents, 
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prepared to take the necessary action to establish land settlements 
within their territory, or to help their nationals participate in such 
settlements overseas. The Committee does not have any executive 
responsibility for the organization or implemention of land settle- 
ment projects, nor may it contribute to their financing. The limita- 


tions of the Committee’s mandate must be borne in mind in consider- 
ing the present report. 


Il. Acrion Taken AnD Resuutrs AcHIEVED 


4. The Committee’s action in pursuance of its terms of reference 
relating to the field of land settlement has, broadly, taken two forms. 
First, the general background requirements of successful land settle- 
ment have been studied in order to gather a body of knowledge and 
information to be drawn upon when considering specific plans. The 
Director believed this to be necessary since no systematic study of 
past experiences had previously been made. Secondly, studies and 
surveys have been undertaken in particular countries at the request 
of interested governments in order to prepare Outline plans for even- 
~ + Rpt ERT, 

The preparation of the background information has involved 
research into previous experiments in the establishment of land settle- 
ments and analysis of the causes of their success or failure. The Ad- 
ministration has worked closely with other international agencies, na- 
tional institutes and private persons with specific knowledge and ex- 
perience in this field. Attention has been given not only to the 
technical elements involved, but also the factors determining the eco- 
nomic viability of land settlement and to possible methods of insuring 
adequate finance. Particular study has been made of the types of 
credit required, whether of long-term or short-term duration, and to 
the relationship between funds required for expenditure within the 
county of the settiement and those required for expenditure externally 
on such items as equipment to be imported. Possible sources of finance, 
both public and private, have been investigated im order to assess the 
feasibility of obtaining funds in addition to those which might be 
available within the immigration country concerned or from the 
emigration countries interes ed in particular settlements. The mana- 
gerial and organizational implications of the various types of credit 
which might have to be brought together to finance these settlements 
have been examined. Finally, experts and consultants employed by 
the Committee have undertaken journeys to several countries to assess 
the opportunities and potentialities they afford to land settlement, 
and to ascertain the w ish es and policies of the governments concerned, 

6. In 1953, a meeting at Florence of land settlement experts from 
most member countries of the Committee, was arranged in order to 
obtain general agreement on the basic concepts underlying land 
settlement with immigrants. An informal meeting of European ex- 
perts was held at Geneva in 1955 to consider the relative costs of estab- 
lishing families on the land in Europe and overseas. It became 
ev ident from the discussion at that meeting that the costs of settle- 
ment in Europe were considerably higher, “chiefly because of heavy 
ro necessary to bring m: arginal lands into production. 

. The gathering of this bac ‘keround knowledge, although import- 


= 
wt in itself, was valuable to the Committee chiefly to the extent to 
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which it could be applied to assisting governments interested in de- 
veloping practical projects. It was also valuable in helping govern- 
ments to become more aware of all the factors involved in land settle- 
ment, including the necessity for the determination of definite policies 
involving the acceptance of firm responsibilities, the establishment of 
effective machinery to implement policy, and the importance of 
thorough planning. The practical action taken and results achieved 
in the various countries are set forth below. 


A. COUNTRIES OF EMIGRATION 


8. While the practical activities of the Committee with regard to 
iand settlement have of necessity been carried out in the countries of 
immigration, and are reported in the section dealing with those 
countries, discussions have regularly taken place with the governments 
and the competent institutions of emigration countries, both regard- 
ing the possibilities of their participation, in specific settlement 
schemes and regarding their general policies regarding land settle- 
ment asa whole. The Director believes that it would be useful to begin 
the present section of his report with a summary of these policies 
as they have emerged from those discussions. 


Austria 


9. The Government of Austria has stated on several occasions that 
there is no pressing rural overpopulation problem in Austria which 
would make participation in programs of overseas farm resettlement 
necessary. Nevertheless, the Austrian authorities have indicated the 
existence of a small number of persons, both Austrian farmers and 
refugees of German ethnic origin, who might be interested in settling 
on land overseas. However, financial assistance would not be avail- 
able for these persons from Austrian sources and the Government 
has suggested that land settlement might instead be carried out on 
a broad international basis. 


Federal Republic of Germany 


10. The Federal Government has shown much interest in the pos- 
sibilities of overseas settlement for some of the many farm families, 
chiefly refugees or expellees from the eastern zone and other regions 
of Eastern Europe which are still seeking private holdings. For 
those families which wish to be settled overseas and have suffered war 
losses, funds are available from the Lastenausgleichsfond (equaliza- 
tion of burdens fund) and other sources. 

11. The Federal Government has expressed the wish to be pre- 
sented with well-planned projects, providing opportunities for immi- 
grants to work their own land, which it could study with a view to the 
possible participation of German emigrants. Some of the funds 
which the Government might make available on behalf of such emi- 
grants would be contributed on a grant basis, but where loans were to 
be made, appropriate guaranties from the receiving country would be 
required. It is clear that the Government would wish carefully to 
weigh the economic soundness of an overseas settlement and its reim- 
bursement potentialities before committing funds to it. 


Greece 


12. As often stated by the delegation of Greece in the Council, the 
Government is not in a position to participate in the financing of 
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overseas land settlement. Therefore, any project concerning Greek 
settlers would require the substitution of funds from outside sources 
for those which would normally be expected from the emigration 
country; this would appear to be justified by the special conditions 
of the Greek economy. 

Italy 

13. Italy has always expressed a most active interest in overseas 
land settlement programs. The achievements in the field of internal 
colonization in that country have only partially alleviated the pres- 
sure of excess popniatio on land. However, the recent emphasis 
which Italy has placed on the quality of the opportunities available 
for selected migrants in its emigration program has also influenced 
land settlement ‘policy. This approach has, however, been taken with 
an attitude of caution engendered by the difficulties which have at- 
tended some Italian settlements established in recent years in Latin 
America. 

14. The usual channel through which the Government of Italy as- 
sists the settlement abroad of its nationals is the Istituto Nazionale di 
Credito per il Lavoro Italiano all’Estero (ICLE) a private financial 
institution operating under general directives of the Government. 
Under the recently established policy of the Government, ICLE is 
not to use its funds for direct participation in overseas settlements 
but to extend loans to the settlers or to the management unit, covered 
by adequate guaranties. This policy involves the necessity of obtain- 
ing suitable guaranties in the receiving country itself. According to 
official information received by the Director from the Government, 
the following resources are, or may shortly become, available for 
Italian financial assistance for land settlement : 

(a) The Argentine peso equivalent of about 6.7 million United 
States dollars, which may be used in Argentina and represents 
accumulated ‘credit balances arising out of Italo-Argentinian 
trade. Following lengthy procdures, there are now prospects 
that these funds will become available in the near future; 

(6) The Brazilian cruzeiro equivalent of about 4 million United 
States dollars,’ for use in Brazil through the Companhia Bra- 
zileira de Colonizagio e Immigracio Italiana. The availability 
of these funds results from an agreement between the Govern- 
ments of Brazil and of Italy regarding the liquidation of Italian 
assets frozen in Brazil during the Second World War. [It is 
understood that the major part of these funds have been allocated 
to the Pedrinhas settlement and to its future development]; 

(c) The Italian lire equivalent of about 8 million United States 
dollars,‘ which might be used by ICLE to finance land settlement 
enterprises or the settlement of individual migrant farmers in any 
country which offers sufficient guaranties. 

15. Recently the Government of Italy has indicated its willingness 
to participate in three settlement schemes (in Argentina, Paraguay, 
and the Federation of Rhodesia and Nyasaland) by extending loans, 
provided that they are covered by adequate guarantees. 


*Calculated on the basis of an exchange rate of $1 to 30 pesos. 
* Calculated on the basis of an exchange rate of $1 to 50 ecruzeiros 
* Calculated on the basis of an exchange rate of $1 to 623 lire. 
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Netherlands 


16. The Government of the Netherlands has, on various occasions, 
expressed to the Committee its desire to find openings for the settle- 
ment of Netherlands farmers in countries which have not so far re- 
ceived any considerable number of such farmers. This desire has been 
motivated not so much by present population surplus, which the coun- 
try’s prosperous economy can at the moment largely absorb, but by 
the fact that demographic projections indicate that in future years 
there will be a substantially increased agrarian population. British 
Commonwealth countries have received the largest number of Nether- 
lands farmers who have usually emigrated as farm workers and have 
Jater become tenants and eventually owners of farms. It is only com- 
paratively recently that the possibilities of settlement in Latin Amer- 
ican countries have been explored and the Government of the Nether- 
lands has stated that “active promotion of land settlement in South 
America is justified.” Existing Netherlands settlements in Latin 
America are the flourishing colonies of Tres Arroyos in Argentina 
and Carambu in Brazil, both established before the First World War, 
and Castrolandia and Ribeiraio, also in Brazil, of recent date. 

17. No allocations exist in the budget of the Netherlands for the 
financing of overseas settlement. The present Netherlands policy re- 
earding the financial aspects of overseas settlement is to allow the 
necessary funds to be raised through commercial channels. In a letter 
to the Director, the Government expressed the view that there is a— 


necessity for placing the financial risks involved in the per- 
formance of the work in the hands of private companies, 
insofar as these risks bear a reasonable relation to the results 
which may be expected. 


It may be inferred from this policy that before either Netherlands 
farmers, or the commercial banks required to provide financial assist- 
ance, are likely to be interested in a land settlement overseas, the poten- 
tial economic strength of the settlement must be clearly demonstrated 
and suitable guarantees regarding reimbursement of loans must be 
given. 
B. RECEIVING COUNTRIES 

Argentina 

18, Shortly after Argentina joined the Committee, an agreement 
was reached for the establishment, with the Committee’s help, of an 
agricultural training center for rural immigrants. At the end of a 
6 months’ course, the immigrants who showed abilities for farm man- 
agement were to be offered a prepared farm, while the other trainees 
were to be placed as sharecroppers or farm workers. 

19. Two colonies (Florencio Varela and Melchor Romero) were set 
up in the green belt of Buenos Aires to receive the best trainees. 
‘Twenty-six immigrant families, moved by the Committee, have been se 
settled and are engaged in truck farming; this first nucleus has already 
increased its size by the call-forward of relatives. The Argentine au- 
thorities supplied the colonists with most of the elements required for 
an organized farm (land, a house, drinking water supply and fencing, 
as well as a loan to provide working capital). A request has been made 
for a further 11 families from Italy, but in order to overcome certain 
difficulties which arose in the course of the settlement of the first 
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families, the Government of Argentina has requested that this new 
group of families bring some capital and that the Committee assist 
in the preselection. Following discussions bet ween the Committee and 
the Italian authorities, the Government of Italy has shown its pre- 
paredness to give credits of about $1,200 to each 1 of the 11 families 
which it is hoped to select in the near future, 

20. In 1954, the Committee assisted the Argentine technical services 
in the preparation of a national plan for land settlement in 2 Zones, 
1 irrigated, in the Rio Negro valley, and the other in the green belt of 
Buenos Aires. The plan envisaged the settlement over a 5-year period 
of an area of approximately 450,000 hectares. Between 3,000 and 
5,500 immigrant families were to be established as independent farm- 
ers. A technical study was submitted by the delegation of Argentina 
to the 2d session of the Council and carefully examined by the Admin- 
istration, which proposed certain modifications of a technical nature. 
The plan was considered to be basically workable, but the Argentine 
authorities did not proceed with it. 


Bolivia 


21. In 1954, the Foreign Operations Administration (FOA) of the 
Government of the United States and its operational mission in Bo- 
livia organized a survey to explore the feasibility of developing the 
Santa Cruz area through the settlement of Bolivians and migrants 
from Europe and Okinawa. On the basis of a favorable report, 
FOA requested the Committee to investigate the possibility of settling 
500 European families in the region. Although Bolivia is not a 
member government, the Committee’s land settlement specialist was 
sent, together with FOA representatives, to make a report on the 
situation. The prerequisites on which the resulting draft plan was 
based were the following: 

(a) Financial support should be sufficient to ensure completion 
of the whole program and to permit an immediate start of farm- 
ing operations; 

(6) Management of the program should be centralized and 
made responsible for all phases of development, from planning 
to execution ; 

(c) Measures should be taken to secure the marketing, at fair 
prices in relation to costs of production; of the produce of the 
settlement. 

22. These conditions could be obtained only by a joint effort on the 
part of Bolivia and the interested emigration countries with the active 
assistance of the United States authorities. The conditions were 
accepted by FOA as a basis for the future development of the plan, 
and a financial expert of the Committee went to La Paz to study the 
general economic and financial conditions prevailing in Bolivia which 
would bear upon the project. His conclusions were that the project 
was feasible, provided that financing was assured through the special 
aid arrangement existing between Bolivia and the United States, and 
that a series of measures was taken by the Government of Bolivia to 
protect this settlement from the risks of progressive inflation and the 
effect of certain price policies. The Santa Cruz region itself, though 
possessing a great potential for agricultural production and live- 
stock raising, would require further development of the existing in- 
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frastructure to insure the completely smooth operation of a large 
settlement of European immigrants. 

23. The Bolivian authorities expressed their willingness to insure 
the necessary conditions and to make available their:share of the 
financing. Implementation now depends on what policy the United 
States International Cooperation Administration, the successor of 
FOA, may adopt in respect to the preliminary report which FOA 
accepted in principle. 


Brazil 


24. Early in 1953, the Council for Immigration and Colonization of 
Brazil requested the technical assistance of the Committee in prepar- 
ing a national plan of land settlement, the objectives of which were 
to improve population distribution, to raise the technical standards of 
agriculture and to increase production, particularly of foodstutts. 

25. The Committee put experts at the disposal of the Government 
for several months tl an overall plan was drawn up_envisaging the 
settlement of 7,200 families of which 30 percent were to'be Brazilian 
and 70 percent European. Funds in local currency were to be raised 
in part by the auction of foreign exchange allocated by the Banco do 
Brazil to pay for imported goods. 

26. The implementation of the plan has been slow. Of the 3 
main projects envisaged in the plan, 2, in the states of Alagéas and 
Parana, are in the early phases of development and the third, the 
Santo Antonio colony, between Rio de Janeiro and Sao Paulo, has 
received only a few settlers, of which a dozen consist of European 
families who were already in Brazil. The emigration countries have 
not shown great interest in fostering recruitment for these settlements 
and it is probable that Brazilian families will be settled on lots orig- 
inally intended for immigrants. 

27. Pending further developments regarding the national plan, the 
Committee is helping to draw up a model contract for the individual 
settlement of immigrant families on selected estates as tenant farmers 
orsharecroppers. There are indications that prospects for individual 
settlement of this kind are considerably improving owing to moderni- 
zation of the structure of the more advanced estates. 

28. In addition, the Committee has moved families to the already 
existing settlements of Pedrinhas (Italian) and Castrolandia 
(Netherlands). 


Chile 


29. Chile has shown sustained interest in land-settlement endeavors. 
For this reason, close contact between Chilean authorities and ICEM 
experts has been established since 1954. It has been the first immigra- 
tion country to indicate its preparedness to contribute at least one- 
third to the financing of land-settlement enterprises. An amount of 
60 million pesos was set aside by the Government in 1953 to purchase 
fand which the Netherlands authorities were to indicate as being suit- 
able for settlement. These funds were, however, finally spent in 1955 
to purchase land for the settlement of Chilean farmers. 

30. In 1954, at the request of the Governments of Chile and of the 
Netherlands, the Committee organized a technical mission composed 
of a senior Netherlands technician and of a Committee expert to study 
a plan for the resettlement of Netherlands farmers in the southern 
region of Chile. A preliminary plan was worked out after the zone 
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(Osorno) had been determined with the cooperation of a representative 
of the Netherlands farmers’ organizations, whose visit to Chile had 
been facilitated by the Committee at the request of the Government of 
the Netherlands. The Government of the Netherlands has, however, 
not yet been able to make known its comments on the plan. 

31. The technical mission sent to Chile by the Committee also drew 
* outline plans for two projects for Italian families under the terms 
of the general agreement between the Chilean Development Corpora- 
tion (CORFO) and the Italian Financial Institution (ICLE). Ac- 
cording to this agreement, 400 families were to be settled in the central 
region near Los Angeles to grow sugar beet to suply a processing 
factory in the area. The second Italian plan concerned settlement in 
the Arica Valley of northern Chile; this plan is subject to the devel- 
opment of irrigation facilities which is now being undertaken. For 
the time being, the Italian agreement to these plans has not been 
forthcoming. 

32. It is understood that the Government of Chile will request the 
competent United States authorities to approve the use of counterpart 
funds equivalent to 4 million United States dollars, resulting from the 
sale in Chile of United States surplus food, for financing the settle- 
ment of immigrants in the central region of Chile if a suitable plan 
can be developed. 


Colombia 


33. The interest as well as the preparedness of the Government of 
Colombia to invest in land-settlement programs were made evident by 
the decree-law of 1953 under which 10 million pesos were allocated 
to the Instituto de Colonizacién e Inmigracién (ICI) and authori- 
zation was given to issue bonds on the domestic market and to contract 
foreign loans for the purpose of conducting land-settlement pro- 
grams. 

34. In the early part of 1956, the Government requested the Com- 
mittee to assign a land-settlement expert to Colombia to assist in in- 
vestigating land-settlement possibilities. The expert made a general 
survey and in his first report confirmed the view of the local authori- 
ties that the Magdalena Valley, where the Government proposes to 
begin a large regional development program, including the improve- 
ment of road and rail communications, offers good prospects. The 
climate and the agricultural potential are similar to those of the large 
Venezuelan settlement at Turén, where European immigrants have 
been successfully settled. 

35. In spite of the favorable prospects for the Magdalena Valley in 
general and the Rio Cesar region in particular, the extent of the work 
needed to prepare the region to receive a substantial number of Euro- 
pean immigrants would mean a delay of a few years. Thus, it appears 
that, in addition to continuing work of the Magdalena Valley plan, 
the Committee’s expert should assist the Colombian authorities to 
promote small pilot projects suitable for prompter execution in re- 
gions which are already more developed. 


Costa Rica 


36. Costa Rica has a small but well-organized land-settlement un- 
dertaking which is already in successful operation. It is managed by 
a private Italian company the Societé Italiana di Colonizazzione 
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Agricola (SICA), which is partially financed by ICLE. Some 60 
immigrant families, which were transported by the Committee, have 
so far been settled on 10,000 hectares of virgin land granted to the 
company by the Government of Costa Rica. It is planned that, at 
full development, there will be 250 families in the colony totaling 
some 1,500 persons. 

37. At the request of the Governments of Costa Rica and Italy, the 
Committee sent a financial expert to advise SICA in the elaboration of 
an expansion program which required application for further loan 
capital. Detailed plans were worked out and the agreement of the 
United States Export-Import Bank was obtained to extend to SICA 
a loan of $170,000, subject to a guaranty from the Government of 
Costa Rica and provided that SICA could raise the remaining capital 
required for the program. The fulfilment of these conditions has 
so far proved difficult and if the expansion program cannot be carried 
out, SICA will forfeit its right under the agreement with the Govern- 
ment of Costa Rica to settle 250 immigrant families (plus a fixed 
number of Costa Rican families). This would be most regrettable 
in view of the much larger flow of immigration to which the initial 
settlement might lead. 

Paraguay 

38. At the request of the Government of Paraguay, the Committee 
in 1953, organized a special meeting in Geneva of representatives 
of all the interested governments of emigration countries to study an 
offer of the Government of Paraguay to set aside 100,000 hectares of 
land for a great regional development project in the Alto Parana 
region. The participating governments directed the Committee to 
organize a technical survey of the area in question and the general 
settlement plan. The survey was, however, postponed and finally 
canceled in consequence of substantial changes in the Paraguayan 
Government’s policy in the matter. 

39. Close contact was, however, maintained with the Instituto de 
Reforma Agraria (the body responsible for land settlement) regard- 
ing plans for a small settlement of the green belt type. 

40. Later, two small projects were presented by the Paraguayan 
Government and, after technical review and modification by a com- 
mittee expert sent to the area concerned, were discussed with emigra- 
tion countries. These two projects concern the settlement of 50 Italian 
families near the town of Coronel Oviedo on a large estate owned by 
the Salesian Fathers (who have also started there an agricultural. 
school) and the settlement of a smaller number of families on the 
sroperty of the Brazilian-American Compafiha Americana de Fomento 
Seeshionties (CAFE). 

41. The committee has recently discussed the Coronel Oviedo plan 
with the Italian authorities and it has been agreed that, if the project 
is considered to be sound, ICLE might grant loans up to $2,000 per 
family against guaranties from the Salesian Fathers. It is understood 


that the balance of finance required may be met from the counterpart 
fund resulting from the sale within Paraguay of United States food 
surpluses. Furthermore, an interim loan may be made by the Banco 
Central of Paraguay. An expert of the committee is at present in 
Paraguay working out the final details of the project. 
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42. The second project on CAFE land has not yet received support 
from governments of emigration countries; in the meantime several 
Japanese families are being settled on the CAFE plantations. 


Uruguay 

43. Several visits have been made to this country by committee of- 
ficials during the past 3 years. ° 

44, Asa result, the Instituto de Colonizacié6n, the official Uruguayan 
organ for the development of land settlement, proposed the creation 
of nuclei of some 15 families each in colonies Chere Ubcaea ran farm- 
ers are already settled. From 40 to 50 percent of the financing would 
be furnished direct by the Instituto or by other local sources to the 
settlers in the form of land, infrastructure and working capital, The 
administration is currently reviewing the technical and financial im- 
plications of the proposal and, if the basic conditions justify it, will 
send an expert at a later date to develop plans for one small settlement 
of this kind. 


Venezuela 


45. Venezuela has an outstanding record in the field of land settle- 
ment. The majority of the settlers have been Venezuelan nationals, 
but the number of immigrant families settled is approximately 550, 
the majority of which, about 450, were settled on the Turén project, 
which is an excellent example of successful mixed settlement com- 
prised of nationals and migrants. 

46. It has been the Venezuelan policy to proceed without inter- 
national loans or bilateral agreements and the entire capital for land 
improvement, building, equipment and extended public works of a 
regional development character has been supplied exclusively by 
the Venezuelan authorities through the Instituto Agrario Nacional 
(IAN). The working capital has been advanced by LAN, the Banco 
Agricola y Pecuario and the Corporacién de Fomento. 

47. ‘The interest of the Government of Venezuela in settling im- 
migrant farmers on land has been frequently expressed to the Com- 
mittee. It is possible, therefore, that the number of immigrants par- 
ticipating in Venezuela’s settlement program could perhaps be in- 
creased if the immigrant settlers could bring some working capital 
with them. 


Australia 


48. The possibilities of settling immigrant farmers on the land in 
Australia has been discussed on various occasions with the Com- 
monwealth Government. Although the Government is interested in 
a closer settlement. of land, there are still numbers of Australian ex- 
service men remaining to be settled in accordance with existing pro- 
grams. If immigrants were to be settled on the land, the necessary 
capital would, under present circumstances, substantially have to be 
supplied from external sources. 

49. Further possibilities are also thought to exist for immigrants 
in share farming which is a strong tradition in Australian agriculture 
and has been one of the ways through which many farmers have come 
to possess their own land. There has been some discussion of possible 
collaboration in this sphere, but so far the Commonwealth Govetis 
ment has not requested the Committee’s assistance. 
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Canada 


50. The Government of Canada has not requested the assistance 
of the Committee in connection with immigrant land settlement. It 
is, however, understood that there are a number of available farms, or 
farms which could be made available, which might be purchased by 
immigrants. The Department of Immigration at Ottawa is giving 
its assistance to settle immigrant farmers in this way. Further, the 
Government has been in direct contact with the government of cer- 
tain emigration countries with a view to agreeing on additional ways 
in which immigrant farmers might be settled on private holdings. 

51. It is understood that discussions are at present under way re- 
garding the possibility of payments from the German Lastenaus- 
gleichsfond (equalization of burdens fund) being used to assist Ger- 
man farmers already in Canada, or new immigrant families which may 
arrive in the future, to purchase such farms. A plan has already been 
put into effect to give similar assistance to immigrants from the 
Netherlands. 


French Equatorial Africa 


52. Early in 1955, the competent authorities of French Equatorial 
Africa invited an ICEM technical mission to study the possibilities 
of settling European farmers in some zones of the territory, par- 
ticularly in the Niari Valley. A detailed technical study was pre- 
pared by the mission with the proposal to start an experimental set- 
tlement with a limited number of families. This proposal did not, 
however, receive support in emigration countries, and no development 
can be foreseen at present. 


Federation of Rhodesia and Nyasaland 


53. At the invitation of the Government of the Federation, the Com- 
mittee sent its land settlement expert to survey the possibilities for 
settlement of European farmers on land. The expert spent 314 months 
at the beginning of 1956 in the Federation and was actively assisted by 
the Rhodesian authorities, public bodies and farmers’ organizations. 
His findings were summarized in the Progress Report on Land Settle- 
ment Scheme in the Rhodesias With European Migrants * dated April 
1956. 

54. The report of the Committee’s land settlement expert recom- 
mended that 2 pilot projects of at least 50 families each be carried out 
immediately, one in Southern and the other in Northern Rhodesia. 
The report has been accepted in principle by the Government of 
Southern Rhodesia; the Federal Government and the Government of 
Northern Rhodesia are giving it their serious consideration with a 
view to taking an early decision. A joint working party has already 
been set up by the Governments of the Federation and of Southern 
Rhodesia to make any technical adaptations that may be necessary in 
the plans and to study their implementation. 

55. The results of the mission have been submitted to the Govern- 
ments of Italy, the Federal Republic of Germany, and the Netherlands 
and discussions are proceeding regarding their possible interest and 
participation. The Government of Italy has already expressed its 
agreement in principle to participate. 


* This report is available from the Committee upon request. 
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56. In the years 1953-56, the funds allocated by the Committee, in 
both administrative and operational budgets, for its land settlement 
work have amounted to some $442,000. However, it is anticipated 
that total expenditure will amount to only $262,000 by the end of 1956. 
This is due to the fact that, although many initial surveys have been 
undertaken und preliminary plans examined, few have reached a 
stage which woald justify the preparation of a detailed project. 


III. Basic Conpitrons ror A SuccessFut Lanp SetrLeEMEenT Powicy 
A. APPRAISAL OF ACTION TAKEN 


57. The Director believes that the basic needs for a program to settle 
immigrants on the land are no less imperative than they were when 
member governments first decided to charge the Committee with cer- 
tain tasks in this field. The economies of most of the countries where 
land settlement with immigrants might be carried out most success- 
fully are based on primary production of agricultural origin. Al- 
though those countries are endeavoring to expand the industrial sec- 
tors of their economies, this development can only be sustained by a 
simultaneous expansion of the agricultural sectors. The export of 
primary agricultural products is essential to enable industrial equip- 
ment to be imported and more food must be produced for the increas- 
ing urban population. This is particularly true in Latin America 
where the per capita rate of production of foodstuffs has been declining. 

58. The Organization of American States made it clear in a recent 
report * that— 


Another impediment to development in Latin America, 
which applies to both large and small countries, is the lag in 
food production behind the growth of population and expan- 
sion in other sectors of the economies. Unless appropriate 
steps are taken, including increased capital investment, tech- 
nical assistance, and more favorable economic policies for 
agriculture, Latin America’s industrialization and general 
rate of economic progress will be impaired and her economies 
unbalanced. 


Land settlement, as a method of increasing agricultural production, 
has the advantages of bringing uncultivated or sparsely cultivated 
areas into production, helping to spread advanced technical stand- 
ards, and creating stable rural social structures which will help to 
insure that the new rural population remains on the land. As new 
settlements become established and begin to expand they will create 
new opportunities for secondary industry. 

59. In the emigration countries, the excess population is largely of 
rural origin; that is particularly true regarding the various groups of 
national refugees. If these persons cannot utilize their agricultural 
skills in their home countries, they tend to drift into the industrial 
centers and take up unskilled occupations. A mass of unskilled urban 
manpower is thus created which is extremely vulnerable to unemploy- 
ment. On the other hand, if they are given opportunities of settlement 
on land overseas which they will eventually own, their skill is utilized, 


* Inter-American Economic and Social Council Organization of American States, Foreign 
Investments in Latin America, Washington, D. C., Pan American Union, 1955. 
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agricultur al production is increased, and the dangers of future unem- 
ployment in the emigration countries is diminished. Furthermore 
their successful establishment creates opportunities for a new flow of 
emigration of persons with the ancillary skills which modern agricul- 
tural communities require. 

60. These are the fundamental justifications, very briefly stated, for 
the pursuance of a land-settlement policy. In addition, the experience 
of the past few years has shown that there are certain positive factors 
making for the success of such policy. Good land in suitable areas for 
European immigrants has been found to exist, although action must 
be sales to make it available. There are many suitable migrants, 
although careful selection is necessary, particularly for initial land 
settlement projects. Furthermore, it is clear that the output of the 
new settlements could be satisfactorily absorbed. 

61. Governments have shown themselves aware of the advantages 
of land settlement with immigrants and have expressed much good 
will. Government administrative machinery has been created, al- 
though it does not always measure up to the requirements of the situa- 
tion. Funds also exist in both emigration and immigration countries 
to support land settlement. Finally, the fact that governments have 
established together an intergovernmental organization to assist them 
in their migration policies and have confided to that organization cer- 
tain responsibilities to help to develop land settlement, is an indication 
of their awareness of the benefits which might accrue from a successful 
program. 

62. The question may be asked, why, in these circumstances, have 
so many promising initiatives not been fulfilled. 

63. It will be observed that few preliminary plans have reached a 
stage which have enabled detailed projects to be prepared. The rea- 
sons for this may be found more in the realm of policy than on the 
technical plane. Governments have not been able, for various reasons, 
to come to firm decisions regarding the services, facilities and funds 
which they were prepared to contribute. One example has been that 
action to make existing land available by purchase or some other means 
has not been taken very quickly. The Director believes that there are 
basically three reasons for this situation. First, the partial failures 
which have attended some land settlement schemes in the past and the 
difficulties which have sometimes required additional financial outlay 
not envisaged when the settlement was planned, have left a legacy of 
caution in the minds of governments of both immigration and emigra- 
tion countries. Secondly, there has been the fear that temporary eco- 
nomic instability, such as inflationary trends or possibilities of currency 
devaluation, and political uncertainty in some countries would pre “A 
dice the chances of a well- planned settlement becoming economical] 
successful. There has been a tendency to wait and see what the tatire 
might bring. Thirdly, there seems to have been doubts whether the 
external or “third source” finance, which is certainly required to 
implement some plans, would in fact be forthcoming. 

64. These Shines which technical planning however thorough 


cannot overcome, have frustrated 1 of the Committee’s activities 
and indeed often made it impossible for the Committee’s full effort 
to be utilized. 
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B. FUTURE PROSPECTS 


65. There appear to be good prospects, in the long run, for settling 
substantial numbers of immigrants on the land., The short-term ob- 
ject would, however, seem to be to establish a few successful pilot 
projects with a minimum of 50 families each but preferably in the 
region of 100 families each. The Director would suggest that each 
immigration country interested in the future prospects of land settle- 
ment might consider establishing one such project on its territory. 
4 small successful project can later be expanded and the experience 
gained therefrom would help set the pattern of future settlements of 
larger size and eliminate risks of failure, 


C. ACTION REQUIRED OF GOVERNMENTS 


66. The Committee’s role is to help with the preparation of sound 
technical plans. But this work can only go forward successfully if 
suitable conditions are created as a result of policy decisions which 
only the interested governments can take. The Director submits 
that Governments should first determine their long-term policies 
with regard to land settlement, relating them to general policy regard- 
ing economic development as a whole, agriculture, and inalioadion 
or emigration, as the case.may be. Governments of immigration 
countries should then decide what types of services and facilities 
they are in a position to provide to the immigrant settlers and what 
limits must be set on their financial contributions. Governments of 
emigration countries should decide whether, and to what extent, 
they are prepared to encourage and assist their emigrants to take 
part in land settlements overseas. 

67. If, as a result of these basic policy decisions which are the es- 
sential first steps of any land settlement program, governments de- 
cide to request the Committee’s assistance with the elaboration of 
detailed plans, the Director believes that they must be willing to 
state clearly what contribution they can make toward the success 
of the plan or what contributions will be forthcoming from public 
or private institutions in their countries. It follows that when the 
plan has been prepared, early and firm decisions should be taken 
upon it. 

D, DETAILED TECHNICAL PLANNING 


68. Although it is a prerequisite that governments give early in- 
dication of their wishes regarding land settlement and, in principle, 
the extent of the contributions which they are able to make, it is not 
to be expected that they will give their definite agreement to a proj- 
ect unless it is plained thoroughly and in detail. Nor can the interest 
and participation of suitable migrants, or the interest of farmers’ 
associations who advise them, be obtained unless such thorough plans 
are prepared. The Director considers it essential, therefore, that if 
future land settlement projects are to receive the approval and sup- 
port of all concerned, they must be worked out in the fullest pos- 
sible detail. Great attention must be given to all the economic as- 
pects; to the short- and long-term marketing prospects, to the cost 
of establishing all the infra-structure requirements, utilities, commu- 
nications, etc. ; to the capacity of the settlements to repay the financial 
credits which they require and to the net earnings which will remain 
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te guarantee an acceptable standard of life to the settlers. Only 
thus can the necessary confidence in the viability of a project be ob- 
tained. 

69. However, to justify the expenditure necessary to prepare plans 
in such minute detail—even indeed to make this work possible—gov- 
ernments interested in participating in a settlement in any manner 
whatsoever, should be ready to make certain commitments, first in 
principle and then finally, regarding the land, services, facilities, and 
funds which they are willing to provide. These commitments will 
vary in nature from, for example, undertakings to introduce or modify 
economic policies in such a way as to assist the development of the 
settlement to guaranties regarding reimbursement of external capi- 
tal. The various commitments will be required progressively from 
the stage of the initial survey to the development of the detailed proj- 
ect for final approval. They are, however, necessary to allow work 
on a project to develop systematically from stage to stage and the Di- 
rector believes that it is incumbent upon Governments of receiving 
and sending countries to make clear their intentions and the degree 
of their participation at an early stage. 


E. FINANCE AND MANAGEMENT 


70. In recent years, the Director has examined various ways of 
solving the problem of capital structure. Although funds are avail- 
able from public and private sources in immigration and emigration 
countries to support land settlement, it has frequently become clear 
that the total funds from these sources for a particular settlement 
have not been sufficient to guarantee its su«cessful establishment and 
management. Funds from external or third sources are almost invar- 
lably required. In this connection, the Director wishes to quote an 
extract from a speech made recently by Congressman Walter to the 
United States House of Representatives in which this situation was 
succinctly expressed. 


What is needed in the first instance is a limited amount of 
initial capital to bring the other available resources into play 
for application to specific soundly planned projects in care- 
fully selected areas where individual farmers can have rea- 
sonable prospects because of the favorable market and other 
conditions to earn a livelihood and repay their loans. 


71. One method of meeting this need which the Director considered 
was the establishment of an international fund to which interested 
governments could subscribe and which might be used partly to make 
loans of the pump-priming type to approved projects and partly to 
guarantee the additional credits required. This idea was not pro- 
ceeded with owing to lack of sufficient support. However, at the 
2d session of the Council in 1955, the representative of the United 
States indicated his Government’s willingness to examine any well 
worked-out projects which might be submitted to it and to consider 
the possibility of making available part of the finance required. 
Recently the United States Congress has, in fact, approved the allo- 
cation of $15 million, part of which may be used for this purpose in 
Latin American countries. This, the Director believes to be an event 
of decisive importance and one which provides land settlement plans 
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with a real opportunity, perhaps for the first time, of reaching frui- 
tion. In his view, it is now incumbent upon governments interested 
in the development of land settlement to take the action which will 
result in the submission of sound plans to which the Government of 
the United States might give its assistance. 

72. The Director does not consider that there is any single type of 
capital structure or managerial entity which can be put forward as 
the most satisfactory for land settlement. The relationship between 
contributions from immigration and emigration countries, and from 
external sources of finance when required, will vary from project to 
project in accordance with many factors including the size of the set- 
tlement, the area in which it is established, and the nationalities of 
settlers who will be concerned in it. The managerial unit best suited 
to insure the success of the project will depend on this relationship 
and will vary similarly. 

73. However, past. experience does suggest that management can 
best be confided to semipublic or private corporate bodies, established 
under the laws of the country of the satatoumnine in which all the 
different sources of credit are represented and which may be trans- 
formed into some form of permanent farmers’ cooperative as loan 
repayments begin to be made satisfactorily. 


F. CHOICE OF SETTLERS 


74. In concluding this chapter of his report, the Director wishes 
to emphasize the importance of selecting the right type of migrant 
for participation in pilot land settlements. Not only must the migrant 
have knowledge and experience of the type of cultivation he will be 
expected to undertake in the new settlement, but he must also have 
sufficient initiative and sense of responsibility to deal with the initial 
problems which he must meet and overcome. No planning or organ- 
ization can dispense with these essential human qualities. Attention 
must also be given to the size of the migrants’ family and to ensurin 
a proper balance within it of workers and dependents. The selecte 
emigrant should be given the fullest information with regard to the 
settlement to which he is going and the state of preparedness which 
will await him on his arrival. Where possible, short orientation 
courses should be given to the emigrants before their departure, 


IV. Furvure Tasks or THE COMMITTEE 
A. GENERAL PRINCIPLES 


75. In accordance with his appraisal of past activities and their 
results, the Director considers that the Committee’s future tasks to as- 
sist the development of land settlement should fall into three groups. 
Each group of tasks should follow, broadly speaking, the three main 
stages required for the implementation of a settlement: The stage of 
preliminary study; the preparation of a detailed and costed project 
with a comprehensive costs and benefits analysis; and finally, such 
advice and assistance as may be necessary with the selection and prepa- 
ration of the settlers and the initial execution and management of the 
project. The work at each stage is valuable in itself and efforts spent 
on preliminary studies or on the preparation of detailed projects 
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should not be considered as wasted even if for extraneous reasons they 
do not in fact result in the establishment of a particular settlement. 

76. Preliminary studies should be undertaken upon the formal re- 
quest of governments—normally these would be governments of im- 
migration countries—and in collaboration with them. Their object 
should be to examine the suitability of a region under consideration 
for land settlement, the infrastructure existing or required, the action, 
if any, in the field of economic policy required for success, and to de- 
termine the benefits which might be expected from a settlement to the 
receiving country as a whole and to the prospective settlers. ‘These 
studies, which of course may have positive or negative conclusions with 
regard to the settlement under consideration, should be submitted for 
approval in principle by the government of the immigration country. 
Once they are approved, the studies would be discussed on a pre- 
liminary basis with governments of emigration countries thought 
likely to be interested in participation. These discussions might be 
carried out by representatives of the government of the immigration 
country, by the Committee alone, or jointly. The government of the 
immigration country should, however, be expected to make a firm com- 
mitment regarding its participation as early as possible so as to facili- 
tate the realistic consideration of the preliminary study by the gov- 
ernments of emigration countries. The studies should at the same 
time be passed for information and preliminary review to any other 
governments or financial institutions the help of which might be 
sought at a later stage. If it were intended eventually to submit a 
project to the Government of the United States for its consideration, 
the collaboration of United States missions or technicians assigned to 
the country in question should be sought. 

77. The Committee’s second group of tasks might begin when the 
preliminary study has been accepted in principle by the interested 
parties and firm undertakings have been given by the government of 
the country of immigration regarding the financial] and other respon- 
sibilities which it was prepared to assume. If so requested by the 
governments of the immigration, emigration and other countries ap- 
proving in principle of the plan, the Committee should proceed to 
the elaboration of a completed, worked-out project. The extent to 
which it participated in this work would depend on the wishes of the 
governments concerned. It could assist these governments to pre- 
pare such a project, either directly with its own staff and any addi- 
tional consultants who might be required, or by commissioning a 
specialized institution to do so. 

78. The project which would result should be in the nature of a 
complete blueprint of the settlement envisaged which could be placed 
before all governments concerned and before private or public insti- 
tutions the financial support of which might be sought. It would 
enable them to see in detail the part which they would be requested to 
play in the establishment of the settlement and to assess its chances 
of success. Such a project should make possible firm and timely 
decisions to be taken regarding participation. 

79. Once affirmative decisions of this nature had been taken, the 
Committee’s major tasks would have been completed. Nevertheless, 
the Committee might, if so requested, assist in the selection and orien- 
tation of prospective settlers or participate in an advisory capacity in 
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the managerial entity which would be responsible for the initial 
implementation and development of the settlement. 


B. ACTION TO BE TAKEN IN THE IMMEDIATE FUTURE 


80. If the principles of action described above receiye the Council’s 
approval, the Director proposes to. apply them in giving the assist- 
ance which member governments may request. At the same time, he 
will seek and examine any new or modified methods of attaining the 
general objectives of settling immigrant families on land. He has . 
observed that opportunities exist in some immigrant. countries, in 

articular in certain countries of the British Commonwealth and of 

tin America, for placing immigrant families as sharecroppers or 

tenant farmers with the possibility that they may eventually own 
their own land. 

81. A further possibility along similar lines to which some study 
will be given in the future concerns the establishment of immigrant 
farm families in what may be termed “training settlements.” ‘These 
would consist of groups of families, each on an individual farm but 
not, however, in possession of it or even leasing it according to ordi- 
nary practice. The families would remain in such a settlement for a 
period up to 2 or 3 years, during which time they would become 
adapted to the new country and acquire experience in its methods of 
agriculture. They could subsequently be placed as tenant farmers or 
sharecroppers in various parts of the country, prospective leasers or 
employers having had an opportunity to become acquainted with their 
capabilities as demonstrated during the training period and the fami- 
lies themselves having been able to decide where and in what particu- 
lar branch of agriculture they might like to work. It could be fore- 
seen that this second and final stage of settlement would be carried out 
with financial help from the government of the immigration country. 
The “training settlement” might also, under the right circumstances, 
retain those settlers who wished to remain on their farms and who 
demonstrated the right abilities. Thus it might become the nucleus 
of a permanent settlement as well as provide a nursery for prospective 
individual settlement elsewhere. These and similar possibilities will 
be examined and reported to the Council at a later session. 

82. In Argentina, the Director will continue to give assistance with 
regard to the expansion of the settlements of Florencio Varela and 
Melcheor Romero. In this connection, the Committee’s services in 
Italy would be available to help selection of the families if this is 
considered to be useful. Furthermore, the Committee is ready to give 
such further assistance which the Government might ask for in order 
to develop new programs. 

83. In Brazil, the Committee will continue to follow closely the 
possibilities of placing individual immigrant farmers on the land 
and will, if requested, participate in the development of new plans. 

84. The Committee stands ready to assist the further develonment 
of the Santa Cruz settlement plan in Bolivia if requested, whilst the 
Committee’s expert in Colombia will continue to work with the 
government planning authorities on the Magdalena Valley age and 
any smaller pilot schemes which they may consider should be devel- 
oped pending completion of the major plan. 
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85. Plans for the addition of small groups of families to existin 
settlements in Uruguay will be considered and an expert made avail- 
able to develop them further if this seems justified and if it is re- 
quested. It is understood also that the Government of Chile may re- 
quest the Committee to assign a technician to assist them in developing 
a settlement plan for central Chile which has been referred to in chap- 
ter II above. In Paraguay, the Committée’s expert will work in+ 
tensively on the Coronel Oviedo scheme in the hope that thé final 
project may be prepared and approved in time for the usual work of 
execution to be done before the end of the current year. 

86. The Committee intends to assign a land settlement specialist to 
the Federation of Rhodesia and Nyasaland to assist the placement of 
tenant farmers and, if requested, to assist the working party estab- 
lished there (sée par. 54 above) to investigate ways and means of im- 
plementing the recommendations of the preliminary report. 


V. ConcLusion 


87. In this report, the Director has described the activities of the 
Committee in pursuance of a clear, if limited, mandate to stimulate and 
assist the development of land settlement with immigrants. He has 
reported the results which have attended these activities and he has 
reached certain basic conclusions and made certain recommendations 
which he now wishes briefly to summarize. 

88. For reasons which he has set forth in chapter ITI of the present 
report, the Director is convinced that planned land settlement is an 
effective means of opening up new areas for the emigration of excess 
rural population from Europe. Further, it is one of the most effective 
methods of ensuring that such migrants remain in agriculture in their 
new countries and contribute to balanced economic development and 
the creation of a stable rural social structure. Good land can be ob- 
tained in regions suitable for European settlement and good mi- 
grants are available for selection. 

89. The long-term prospects for extensive land settlements are en- 
couraging, but first.a start must be made with small pilot projects. 
The general economic and political conditions in some of the receiving 
countries appear to be becoming stabilized and should no longer con- 
stitute major obstacles to such projects. 

90. Adequate promotional capital is needed to activate sources of 
finance which exist in the immigration and emigration countries, but 
hitherto there have been grave doubts as to whether such capital could 
be obtained. However, the recent decision of the Government of the 
United States to allocate funds for this specific purpose provides a 
very real hope that the financial problem may be solved. 

91. To obtain the finance required and to merit the support of all 
elements essential to a successful land settlement, projects must be 
thoroughly planned in all their aspects. Here the Committee can 
play an important role. If so requested, it can examine initial plans 
and survey the areas proposed for settlement, it can assist govern- 
ments in preparing the final detailed project and it can advise on the 
selection of the emigrants and the initial establishment and manage- 
ment of the settlement. 

92. However, there must be a systematic development of work ih 
which the authorities of the emigration and immigration countries 
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must be concerned at appropriate times, from the initial conception of 
a settlement, through the stage of preliminary planning and until the 
fully worked-out project, complete with costs and benefits analysis is 
prepared for consideration and final decision. This requires under- 
takings being given, first in principle and then firmly, by all govern- 
ments considering participation in the settlement. 

93. This brings the Director to what he considers to be the essential 
lesson to be learned from the experience of the past few years. The 
Committee can assist governments to elaborate and implement land- 
settlement schemes which they decide to set on foot. It can, however, 
have no part in determing the basic policy of which specific land 
settlement schemes are merely the expression. It is for governments 
themselves to decide what part land settlement should play in their 
national policies whether these policies concern economic develop- 
ment, immigration or emigration. The Director believes that if his 
recommendations are approved, the Committee can effectively assist 
the settlement of immigrants on the land, but he would emphasize most 
strongly that the interested governments must take the initial de- 
cisions and support them by the action required step by step as the 
work of planning and establishing a settlement proceeds. Without 
firm policies and decisive action by the interested governments, land 
settlement with immigrants cannot be made a reality. 


O 
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AMENDING AND MAKING PERMANENT THE MISSING 
PERSONS ACT, AS AMENDED 





Marca 18, 1957.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Brooks of Louisiana, from the Committee on Armed Services, 
submitted the following 


REPORT 


[To accompany H. R. 5807! 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 5807) to amend further and make permanent the Missing 
Persons Act, as amended, having considered the same, report favor- 
ably thereon with amendment and recommend that the bill as amended 
do pass. 

The amendments are as follows: 

On page 4, line 12, delete the word “such’’. 

On page 4, line 13, insert the word “‘no” before the word ‘‘claims”’; 
delete the word “not” where it appears; delete the word ‘“‘unless”’ and 
in lieu thereof insert the word ‘‘if’’. 

On page 4, line 23, following the word “shall” insert the word 
“hereafter’’, 

PURPOSE OF THE BILL 


The bill would revise the Missing Persons Act (56 Stat. 143), as 
amended (50 U.S. C. App. 1001 et seq.), and would provide permanent 
authority for heads of military or other Government departments 
to continue payment of the pay and allowances of military and 
civilian personnel during aaa of absence from their posts of duty 
while in a missing status, to initiate and discontinue allowances of 
dependents of such personnel, and to make presumptive findings of 
death and other determinations under appropriate circumstances, 


EXPLANATION OF THE BILL 


Authority for the continuance of pay and allowances to the de- 
pendents of persons who are in a missing status and for the head of 
the department concerned to make prompt settlement of such missing 
person’s account was initially provided during World War Il. The 
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Congress early in 1942 recognized the need for such authority because 
the executive Departments could not, under existing law, make appro- 
priate and expeditious payment to dependents of persons in a missing 
status or settle the accounts of such missing personnel. As a result 
the Congress enacted the Missing Persons Act on March 7, 1942, which 
was a temporary measure. That act would have expired on July 25, 
1947(61 Stat. 451). However, mounting tensions throughout the 
world and the increased number of incidents which had involved 
mysterious disappearance and detention of individuals, military and 
civilian, indicated that there was a continued need for legislation of 
this type. In addition, commitments of the United States Govern- 
ment required that both military and civilian personnel continue to 
serve within or in the near vicinity of troubled areas. Consequently, 
on June 24, 1948, the Congress extended the temporary missing persons 
legislation by section 4 (e) in the Selective Service Act of 1948 (62 
Stat. 608) and since then that authority has been extended from time 
to time. The law will expire on July 1, 1957, unless the Congress 
takes action to extend it. 

The demands of the international situation indicate that legislation 
of this type is necessary, not only to meet the current needs but to 
meet the needs for years in the foreseeable future. In the event of 
war, legislation of this type would be even more essential. Under the 
circumstances, the committee believes that this type of legislation 
should be of a permanent nature. 


HOW THE BILL WOULD AMEND THE TEMPORARY MISSING PERSONS ACT 


The bill contains the following proposed amendments to the existing 
temporary law which will adapt it to present military practices and 
current world conditions: 

1. Part-time, hourly, or intermittent employees would be covered. 
Provision of equitable treatment to Federal employees employed on 
a part-time, intermittent, or hourly basis is believed to be essential. 

2. Employees who enter a missing status within the continental 
limits of the United States would be covered when the head of the 
department concerned determines that the missing status is the 
proximate result of their employment. This extension of coverage, 
under the act, to Federal employees in the United States is extremely 
important because of the possibility that such employees may enter 
a missing status while performing their duties as the result of aircraft 
accident or while engaged in security missions. 

3. The bill would extend coverage, under the act, to members of 
the Reserve components while performing training duty or inactive 
duty for training. If these reservists enter a missing status while 
performing that duty they would receive, or have credited to their 
pay accounts, the same pay and allowances that they would receive 
if they were performing full-time active duty. This coverage would 
provide benefits to the members of the Reserve components com- 
parable to those provided for the active forces. The bill also covers 
reservists who become missing while on inactive duty training without 
pay. 

4. The bill would provide authority to make a determination of 
death for dependents of personnel covered by this act. This deter- 
mination will be conclusive on all agencies of the Federal Government. 
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There have been situations where dependents of military and civilian 
personnel have been directed to accompany the principal as a routine 
requirement. With no authority to declare a dependent in a missi 
status, other dependents have suffered undue hardships when ‘udieial 
determinations have been required prior to the payment of various 
benefits by the Federal Government. 

5. It will provide authority to move household and personal effects 
to the official residence of record or residence of the dependents or 
next of kin of a person who is in a missing status for a period of more 
than 30 days, injured, or officially reported as dead, with or without 
the application of the next of kin or other persons having a substantial 
interest in the return of such effects. Existing law provides only for 
shipment to a ‘dependent’? upon application. The services ate 
encountered serious difficulty in locating dependents to whom the 
household or personal effects can be shipped. This often results in 
unnecessary storage costs and excessive correspondence. 

6. It provides, in emergency circumstances, for the sale of privately 
owned vehicles and other bulky items, the proceeds to be forwarded 
to the owners or their dependents.. This would go far to reduce 
unnecessary claims and excessive administration. 

7. It provides that entitlement to pay and allowances shall not be 
denied in the case of any member of the Philippine Scouts, who was 
eaptured in the Philippine Islands by the enemy during World War II 
solely on the ground that such member was paroled or permitted to 
return to his home prior to the termination of the Japanese occupation 
of the Philippine Islands. 

8. 'The bill also contains a provision which prevents any former 


*hilippine Scout from being entitled to the benefits of the bill if, while 


on parole, he engaged in activities of a military nature hostile to the 
United States. 

9. A- provision of the bill would prevent any person, except au- 
thorized representatives of certain organizations, from soliciting, 
contracting for, charging, or receiving any fee for rendering assistance 
in the preparation, execution or filing of the necessary papers in any 
application for the pay and allowances of Philippine Scouts authorized 
by the bill. It is provided that a violation of this provision shall be a 
misdemeanor. 


HOW THE BILL DIFFERS FROM ORIGINAL DEPARTMENT PROPOSAL 


H. R. 5807 is a clean bill introduced by the chairman of the sub- 
committee which considered this legislation. 

The original department proposal was H. R. 2404, “to amend 
further and making permanent the Missing Persons Act, as amended,” 
and the substantive differences between it and the committee bill 
are as follows: 

1. As the legislation was proposed it would have included all 
indigenous employees of the United States, and, inasmuch ,as the 
United States Government is employing thousands of nationals at 
various locations around the world where it has military bases and 
installations, the committee was reluctant to include all of these 
employees within the provisions of the act. Consequently, the 
committee bill limits those who are eligible to participate under the 
act to citizens or nationals of the United States, or aliens who have 
been admitted to the United States for permanent residence. 
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2. The committee bill also qualifies the type of pay and allowances 
which could be received under its provisions. The Department 
proposal would have authorized the payment of travel per diem for 
any person who was in a per diem status when he became missing. 
The committee did not favor this type of payment and consequently 
spelled out in the committee bill the type of pay and allowances 
which could be paid in the future. 

3. The original bill did not include reservists who became missing 
while performing inactive duty training without pay. The committee 
believes that we have many interested and patriotic reservists who 
participate in Reserve training without pay, such as Reserve aviators 
who fly on weekends. Under the provisions of the original bill if one of 
these reservists is lost and declared to be in a missing status he, or 
his survivors, would not be entitled to the provisions of the act, since 
he was not in a pay status when lost. The committee bill provides 
that if a person on authorized inactive duty training without pay is 
declared to be missing in the line of duty he will be entitled to the pay 
of his rank or grade for the time he is in a missing status. 

4. The Department proposal was silent on euthiotiniety benefits for 
Philippine Scouts. The committee bill provides that entitlement to 
pay and allowances shall not be denied in the case of any member of 
the Philippine Scouts, who was captured in the Philippine Islands by 
the enemy during World War II, solely on the ground that such mem- 
ber was paroled or permitted to return to his home prior to termination 
of the Japanese occupation of the Philippine Islands. 


EXPLANATION OF THE PROVISIONS OF THE BILL CONCERNING PHILIPPINE 
SCOUTS 


The Philippine Scouts were actually members of the United States 
Army. They are not to be confused with the members of the Army of 
the Philippines. Early in this century the Congress authorized a 
military component of the United States Army to be made up of 
qualified Filipinos which was known as Philippine Scouts. This new 
organization became a part of the Regular Army of the United States. 
Because of economic differences in the two countries the initial pay 
rate for the Philippine Scouts private soldier was at the rate of $9, or 
18 pesos per month. There were small increases for longevity in the 
beginning, and throughout its proud history the personnel of the 
Philippine Scouts was virtually handpicked, thus representing the 
cream of Philippine citizenry. As a result the prestige of the Philip- 
pine Scouts rose and this career unit became one of great distinction. 

Upon the surrender of the Philippines, Americans and Filipinos 
alike were taken prisoners of war and diverted to prison camps. 
Thereafter, the Japanese, wanting to relieve themselves of the large 
number of prisoners, evolved a plan of parole for Filipinos. If there 
was an alternative to parole it could scarcely have been more than 
death through disease or wounds or starvation. Consequently, the 
members of the Philippine Scouts were paroled but were kept under 
constant surveillance and were required to report to the  Atherxt 


authorities so often that they were virtually in the hands of the enemy. 
As a matter of fact, the official United States history of World War II 
states in effect that parolees were just as effectively prisoners of war as 
if they had been confined to prisoncamps. For violations or suspected 
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violations of parole men were hauled back to prison camps for long 
periods of unreasonable questioning or periodical beatings, and some 
were executed. When parole violators could not be found the Japanese 
inflicted cruel penalties upon their families or upon entire communities. 

When the Philippine Islands were recaptured and the members of 
the Philippine Scouts returned to military control the United States 
Army refused to pay them for the time they were on parole. 

It is interesting to note, however, that the Department of the 
Navy held the opposite view and for all of its so-called insular forces, 
made up of Filipinos, authorization for payment under the provisions 
of the Missing Seasons Act was made. So we find that one branch 
of the service paid its Filipino servicemen for the exact type of duty 
which another service refused to honor. 

The committee believes that the time has come when this Govern- 
ment’s obligation to the remaining members of the Philippine Scouts 
should be met. 

The bill contains a provision which will prevent a payment being 
made to any former Philippine Scout if, after an investigation, a 
finding is made that the claimant voluntarily participated with or for 
the Japanese Government, Japanese nationals, or others, and per- 
formed acts or duties of an active military nature hostile to the United 
States. 

The committee believes that all of the remaining Philippine Scouts, 
which number about 6,000, were loyal to the United States while they 
were in a paroled status during World War II. However, it was 
believed that the foregoing provisions should be included in the bill so 
that the case could not arise whereby a former Philippine Scout who 
had collaborated with the enemy would receive the back pay and 
allowances authorized by this bill. 

The committee bill also contains a provision which would, except 
in the event of legal proceedings, make it illegal for any person, except 
an authorized representative of certain veterans groups, to hereafter 
directly or indirectly solicit, contract for, charge, or receive any fee or 
compensation for rendering assistance in the preparation, execution 
or filing of the necessary papers in any application for the pay and 
allowances authorized by the bill. Those guilty of a violation of this 
provision would be punished by a fine of not more than $500 or b 
imprisonment at hard labor for not more than 2 years or by both sich 
fine and imprisonment for each and every offense. 

If the bill is enacted and the remaining members of the Philippine 
Scouts are authorized to receive pay and allowances under its pro- 
visions, more than 10 years will have elapsed since these Philippine 
Scouts became entitled to these pay and allowances. 

The committee was of the opinion that Philippine Scouts covered 
by the bill should receive the full amount of their claim without it 
being necessary for them to have to pay any person a fee for rendering 
assistance to them in preparing, executing or filing their claims. It 
must be remembered that many of these claimants would not be able 
to read or speak English and it is understandable that they might 
have some difficulty in preparing the necessary applications for their 
pay and allowances. However, the committee bill allows representa- 
tives of the American Legion, the American Red Cross, the Disabled 
American Veterans, Veterans of Foreign Wars, and such other organ- 
izations as shall be approved by the Secretary of Defense to assist 
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them in preparing and filing their claims. The intent of this provision 
of the committee bill was to make certain that unscrupulous indi- 
viduals do not take advantage of claimants and charge them for 
assistance in preparing forms which the Philippine Scouts could 
receive from representatives of veterans groups. 

In order that there can be no misunderstanding concerning the 
committee language in this respect the committee added the word 
“thereafter” following the word “shall” on page 4, line 23 of the bill. 
This amendment should make it clear that it is not intended to apply 
to any person who may have performed services for members of the 
Philippine Scouts before the enactment of the bill but who will not 
be paid until the claimants receiye the back pay and allowances 
authorized by the bill. Consequently, the restrictive language of the 
bill, preventing the rendering of assistance in preparing or filing claims 
applies only to persons engaged in this after the enactment of the bill. 

The intent of the committee in including provisions with respect 
to the Philippine Scouts is that every Philippine Scout captured in 
the Philippine Islands by the enemy during World War II shall not 
be denied payment of his pay and allowances for that period while he 
was paroled and during which he was permitted to return home and 
engage in civilian pursuits prior to the termination of the Japanese 
occupation, except for those Scouts found, after investigation by the 
head of the department concerned, to have demonstrated by their 
acts abandonments of their loyalty to the United States. However, 
the committee wishes to make it crystal clear that it favors the pay- 
ment of these claims, under the Missing Persons Act, for Philippine 
Scouts only. It is recognized that there were many ‘soldiers of the 
Philippine Army who were captured and paroled as were the members 
of the Philippine Scouts. However, the members of the Philippine 
Army were not members of the United States Army, whereas the 
Philippine Se-nts were. Consequently, the committee believes a 
contractural rolationship existed between our Government and the 
members of the Philippine Scouts, and no such relationship existed 
between the members of the Philippine Army and the United States 
Army. Therefore, the enactment of this bill should not be considered 
as creating any precedent for legislation which would authorize 
similar payments to members of the Philippine Army. 


COST AND RUDGET DATA 


At the present time there are 21 persons being carried in a missing 
status and the approximate cost of the Missing Persons Act thus far 
in fiscal year 1957 is $102,000. The cost in fiscal year 1956 was ap- 
proximately $189,250. It is difficult to estimate the cost of the 
Missing Persons Act for the future, inasmuch as there is no way of 
knowing how many persons may become missing in the next fiscal year. 
However, the Department of Defense believes that any additional cost 
will be absorbed withir the amounts requested for operation of the 
Department of Defense during f<cal veor 1958. 

The cost of paying claims of the Philippine Scouts will be a maximum 
of $2,640,000, if all the remaining Philippine Scouts apply. 
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DEPARTMENT RECOMMENDATIONS 


The Department of the Army is opposed to the provisions of the bill 
concerning payment of the claims of Philippine Scouts.. The Depart- 
ment of Defense favors enactment of the other provisions of the bill 
and the Bureau of the Budget interposes no objections. 

The Department letter follows: 


JANUARY 3, 1957. 
Hon. Sam Rayrvurn, 
Speaker of the House of Representatives. 


Dear Mr. Speaker: There is forwarded herewith a draft of 
legislation to amend further and make permanent the Missing Per- 
sons Act, as amended. 

This proposal is a part of the Department of Defense legislative 
program for 1957 and the Bureau of the Budget has advised that it 
has no objection to the submission of this proposal for the considera- 
tion of the Congress. The Department of the Army has been desig- 
nated as the representative of the Department of Defense for this 
legislation. It is recommended that this proposal be enacted by the 
Congress. 

PURPOSE OF THE LEGISLATION 


This proposal would revise the Missing Persons Act (56 Stat. 143), 
as amended (50 U.S. C. App. 1001 et seq.), and would provide per- 
manent authority for heads of military or other Government depart- 
ments to continue payment of the pay and allowances of military and 
civilian personnel during periods of absence frem their posts of duty 
while in a missing status, to initiate and discontinue allowances of 
dependents of such personnel, and to make presumptive findings of 
death al ‘d other determinations under appropriate circumstances. 
Under current provisions of law the Missing Persons Act will expire 
July 1, 1957. 

Authority for the continuance of pay and allowances to the depend- 
ents of persons who are in a missing status and for the head of the 
department concerned to make prompt settlement of such missing 
person’s account was initially provided during World War II. The 
Congress early in 1942 recognized the need for such authority because 
the executive departments could not, under existing law, make 
appropriate and expeditious payment to dependents of persons in a 
missing status or settle the accounts of such missing personnel. 
As a result the C ongress enacted the Missing Persons Act on March 
7, 1942, which was a temporary measure. That act would have 
expired on July 25, 1948, by the operation of section 3 of the act 
of July 25, 1947 (61 Stat. 451). However, mounting tensions through- 
out the world and the increased number of incidents whieh had 
involved mysterious disappearance and detention of individuals, 
military and civilian, indicated that there was a continued need for 
legislation of this type. In addition, commitments ‘of the United 
States Government required that both military and‘civilian personnel 
continue to serve within or in the near vicinity of troubled areas. 
Consequently, on June 24, 1948, the Congress extended the temporary 
missing persons legislation by section 4 (e) in the Selective Service 
Act of 1948 (62 Stat. 608) and since then that authority has been 
extended from time to time. 
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The demands of the international situation indicate that legislation 
of this type is necessary, not only to meet the current needs but to 
meet the needs for years in the foreseeable future. In the event 
of war, legislation of this type would be even more essential. Under 
these circumstances, it is believed that this type of legislation should 
be of a permanent nature and the attached proposal has been so 
drafted. 

This proposal would amend section 1 (a) (3) of the existing law to 
provide coverage of civilian officers and employees of the departments 
except that a determination by the head of the department concerned 
that their status is the proximate result of employment is required in 
the case of 

(1) persons who enter missing status within the continental 
limits of the United States; and 

(2) persons who enter missing status who are residents at or 
near their place of employment in the Territories and possessions 
or in foreign countries and who were not living there solely as a 
result of their employment. 

Also, the proposal would amend section 2 of the Missing Persons 
Act to provide coverage for persons on training duty under certain 
conditions, in addition to persons on active service. 

The proposal would further amend the Missing Persons Act (50 
U.S. C. App. 1012) by addition of section 9 (b). This section would 
permit the head of a department to make a determination as to missing 
status, or death, with respect to dependents of an employee in the same 
manner as presently provided in determinations affecting the employee 
himself. This determination would be conclusive on other depart- 
ments of the government, but would not give a dependent any right 
to pay, allowances or other compensation to which he would not other- 
wise be entitled. 

Section 1 (d) would amend section 12 of the Missing Persons Act 
(50 U. S. C. App. 1012) to provide additional authority with regard 
to the transportation of dependents and household and personal 
effects of persons dead, injured, missing for 30 days or more, interned 
in a foreign country, or captured, to the official residence of the per- 
son, or to another location approved by the head of the department. 
In case of emergency, the head of the department is authorized to dis- 
pose of certain items, the proceeds from the sale to be transmitted 
to the owner, or persons of interest if practicable, or to be covered 
into the Treasury as miscellaneous receipts if not ascertainable. The 
amendment would further authorize the head of the department to 
store household and personal effects. 

Section 1 (e) provides that the act shall be effective from September 
8, 1939, the date of original enactment, excepting, however, sections 
13, 16 and 17. (Sec. 18 was repealed by the act of June 16, 1942 
(56 Stat. 369).) 

Section 2, by making effective the amendments contained in this 
proposed legislation as of the date of enactment of this legislation, 
would preclude any possible misinterpretation as to their retroactivity. 


COST AND BUDGET DATA 


In the event this proposal is enacted into law, it is estimated that 
little, if any additional cost will result for fiscal year 1958. Any 
additional cost that will result will be absorbed within the amounts 
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requested for operation of the Department of Defense during fiscal 


year 1958. 
Sincerely yours, 


CHANGES IN 


Witser M. Brucker, 
Secretary of the Army. 


EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, there is herewith printed in parallel columns the 
text of provisions of existing law which would be repealed or amended 
by the various provisions of the bill. 


EXISTING LAW 


The Missing Persons Act, as 
amended (50 U.S, C. App. 1001 
et seq.) 


(Sec. 1:) 

For the purposes of this Act— 
(a) the term . “person”’ 
means (1) commissioned offi- 
cer, warrant officer, enlisted 
person (including persons se- 
lected under the Selective 
Training and Service Act, as 
amended), member of the 
Army or Navy Nurse Corps 
(female), wherever serving; 
(2) commissioned officer of 
the Coast and Geodetic Sur- 
vey or the Publie Health 
Service; and (3) civilian offi- 
cers and employees of depart- 
ments and civilian officers 
and employees of the United 
States Naval Government of 
Guam, during such time as 
they may be assigned for 
duty or serving outside the 
continental limits of the Uni- 
ted States or in Alaska, ex- 
clusive of part-time or inter- 
mittent employees or native 
labor casually hired on an 

hourly or per diem basis; 


(Sec, 2:) 

Any person who is in active 
service and who is officially de- 
termined to be absent in a status 
of missing, missing in action, in- 
terned in a foreign country, cap- 
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That the Missing Persons Act (56 
Stat. 143), as amended, is further 
amended as follows: 

(a) Section 1 (a) (3) is amended 
to read as follows: 

““(3) Civilian officers and em- 
ployees of the departments who 
are citizens or nationals of the 
United States, or who are aliens 
who have been admitted to the 
United States for permanent resi- 
dence, except that the following 
categories of civilian officers and 
employees shall be covered only 
upon a determination by the head 
of the department concerned that 
such status is the proximate result 
of employment by the depart- 
ment: 

“‘(i) persons who enter any 
status listed in section 2 of 
this Act within the continen- 
tal limits of the United States 
and 

(ii) persons who enter any 
status listed in section 2 of 
this Act who are residents at 
or in the vicinity of their 
places of employment in the 
Territories and possessions or 
in foreign countries and who 
were not living there solely as 
a result of their employment.” 

(b) Section 2 is amended to read 
as follows: 

“Sec. 2. (a) Any person who is 
in the active service, or is perform- 
ing full-time training duty, other 
full-time duty, or inactive duty 
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tured by a hostile force, beleagured 
or besieged shall, for the period he 
is Officially carried or determined 
to be in any such status, be en- 
titled to receive or to have credited 
to his account the same pay and 
allowances to which he was en- 
titled at the beginning of such 
period of absence or may become 
entitled thereafter, and entitle- 
ment to pay and allowances shall 
terminate upon the date of receipt 
by the department concerned of 
evidence that the person is dead 
or upon the date of death pre- 
scribed or determined under pro- 
visions of section 5 of this Act: 
Provided, That such entitlement to 
pay and allowances shall not ter- 
minate upon expiration of term of 
service during absence and in case 
of death during absence shall not 
terminate earlier than the dates 
herein prescribed: Provided further, 
That there shall be no entitlement 
to pay and allowances for any 
period during which such person 
may be officially determined ab- 
sent from his post of duty without 
authority and he shall be indebted 
to the Government for any pay- 
ments from amounts credited to 
his account for such period. 
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training and who is officially de- 
termined to be absent in a status 
of missing, missing in action, in- 
terned in a foreign country, cap- 
tured by a_ hostile force, 
beleagured by a hostile force, or 
besieged by a hostile force shall, 
for the period he is officially car- 
ired or determined to be in any 
such status, be entitled to receive 
or to have credited to his account 
the same basic pay, special pay, 
incentive pay, basic allowance for 
quarters, basic allowance for sub- 
sistence, and station per diem 
allowances for not to exceed ninety 
days, to which he was entitled at 
the beginning of such period of 
absence or may become entitled 
thereafter, except that the pay 
and allowances for a person who 
is performing full-time training 
duty or other full-time duty with- 
out pay, or inactive duty training 
with or without pay, shall be that 
to which he would have been en- 
titled if he had been performing 
full-time active duty with pay, 
and entitlement to pay and allow- 
ances shall terminate upon the 
date of receipt by the department 
concerned of evidence that the 
person is déad or upon the date 
of death prescribed or determined 
under provisions of section 5 of 
this Act. Such entitlement to 
pay and allowances shall not 
terminate upon the expiration of 
a term of service during absence 
and, in case of death during ab- 
sence, shall not terminate earlier 
than the dates herein prescribed. 
There shall be no entitlement to 
pay and allowances for any period 
during which such person may be 
officially determined absent from 
his post of duty without authority 
and he shall be indebted to the 
Government for any payments 
from amounts credited to his 
account for such period. Persons 
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performing full-time training duty, 
or inactive duty training shall be 
entitled to the benefits of this sec- 
tion only when such persons are 
officially determined to be absent 
in a status of missing, missing in 
action, interned in a foreign coun- 
try, captured by a hostile force, 
beleagured by a hostile force, or 
besieged by a hostile force as a 
result of the performance of pre- 
scribed duty ordered by competent 
authority: 

“(b) Notwithstanding any other 
provision of law, such entitlement 
to pay and allowances shall not be 
denied, in the case of any member 
of the Philippine Scouts who was 
captured in the Philippine Islands 
by the enemy during World War 
LU, solely on the ground that such 
member was paroled and _ per- 
mitted to return to his home and 
engage in civilian pursuits prior 
to the termination of the Japanese 
occupation of such islands. Claims 
of members of the Philippine 
Scouts for pay and allowances 
under this subsection (whether 
or not such claims have been 
presented and rejected or dis- 
allowed) may, until three years 
after the date of enactment. of this 
subsection, be presented for con- 
sideration or reconsideration and 
payment under this subsection; 
Provided, That such claims shall 
not be approved for payment. un- 
less after an investigation a find- 
ing is made that the claimant 
voluntarily participated with or 
for the Japanese Government 
Japanese nationals, or others an 
performed actions or duties of an 
active military nature hostile to 
the United States: Provided fur- 
ther, That except in the event of 
legal proceedings, any person ex- 
cept the authorized representative 
of the American Red Cross, the 
American Legion, the Disabled 
American Veterans, and the Vet- 
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(Sec. 9:) 

The head of the department con- 
cerned, or such subordinate as he 
may designate, shall have author- 
ity to make all determinations 
necessary in the administration 
of this Act, and for the purposes 
of this Act determinations so 
made shall be conclusive as to 
death or finding of death, as to 
any other status dealt with by 
this Act, and as to any essential 
date including that upon which 
evidence or information is received 
in such department or by the head 
thereof. The determination of the 
head of the department concerned, 
or of such subordinate as he may 
designate, shall be conclusive as 
to whether information received 
concerning any person is to be 
construed and acted upon as an 
official report of death. When 
any information deemed to estab- 
lish conclusively the death of any 
person is received in the depart- 
ment concerned, action shall be 
taken thereon as an official report 
of death, notwithstanding any 
prior action relating to death or 
other status of such person. If 
the twelve months’ absence pre- 
scribed in section 5 of this Act has 
expired, a finding of death shall be 
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erans of Foreign Wars, and such 
other organizations as shall be 
approved by the Secretary of 
Defense, who shall, directly or 
indirectly, solicit, contract for, 
charge, or receive any fee or 
compensation for rendering as- 
sistanee in the preparation, execu- 
tion or filing of the necessary 
papers in any application for the 
pay and allowances authorized 
by this subsection shall be guilty 
of a misdemeanor, and each and 
every offense shall be punishable 
by a fine of not more than $500 
or by imprisonment at hard labor 
for not more than two years, or 
by both such fine and imprison- 
ment.” 

(c) Section 9 is amended by re- 
designating that section as sub- 
section (a) and adding the follow- 
ing new subsection at the end 
thereof: 

“‘(b) A dependent of any person 
in active service, as defined by this 
Act, is a ‘person’ under this Act 
for the sole purpose of determining 
status as provided in sections 5 
and 9, and any determination 
under those sections by the head 
of the department concerned shall 
be conclusive on all other depart- 
ments of the Government: Pro- 
vided, That nothing in this section 
shall be construed as conferring 
upon any dependent any right to 
pay, allowances or other compen- 
sation to which not otherwise 
entitled.” 
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made whenever information re- 
ceived, or a lapse of time without 
information, shall be deemed to 
establish a reasonable presump- 
tion that any person in a missing 
or other status is no longer alive. 
Payment or settlement of an ac- 
count made pursuant to a report, 
determination, or finding of death 
shall not be recovered or reopened 
by reason of a subsequent report 
or determination which fixes a 
date of death except that an 
account shall be reopened and 
settled upon the basis of any date 
of death so fixed which is later 
than that used as a basis for 
prior settlement. Determinations 
are authorized to be made by the 
head of the department concerned, 
or by such subordinate as he may 
designate, of entitlement of any 
person, under provisions of this 
Act, to pay and allowances, in- 
cluding credits and charges in his 
account, and all such determina- 
tions shall be conclusive: Provided, 
That no such account shall be 
charged or debited with any 
amount that any person in the 
hands of a hostile force may re- 
ceive or be entitled to receive 
from, or have placed to his credit 
by, such hostile force as pay, 
wages, allowances, or other com- 
pensation: Provided further, That 
where the account of any person 
has been charged or debited with 
allotments paid pursuant to this 
Act any amount so charged or 
debited shall be recredited to such 
person’s account in any case in 
which it is determined by the 
head of the department concerned, 
or such subordinate as he may 
designate, that payment of such 
amount was induced by fraud or 
misrepresentation to which such 
person was not a party. When 
circumstances warrant reconsider- 
ation of any determination au- 
thorized to be made by this Act 
the head of the department con- 
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cerned, or such subordinate as he 
may designate, may change or 
modify a previous determination. 
Excepting allotments for unearned 
insurance premiums, any allot- 
ments paid from pay and allow- 
ances of any person for the period 
of the person’s entitlement under 
the provisions of section 2 of this 
Act to receive or have credited 
such pay and allowances shall not 
be subject to collection from the 
allottee as overpayments when 
payment thereof has been occa- 
sioned by delay in receipt of 
evidence of death, and any allot- 
ment payments for periods sub- 
sequent to the termination, under 
this Act or otherwise, of entitle- 
ment to pay and allowances, the 
payment of which has been occa- 
sioned by delay in receipt of evi- 
dence of death, shall not be sub- 
ject to collection from the allottee 
or charged against the pay of the 
deceased person. The head of the 
department concerned, or such 
subordinate as he may designate, 
may waive the recovery of erron- 
eous payments or overpayments 
of allotments to dependents when 
recovery is deemed to be against 
equity and good conscience. In 
the settlement of the accounts of 
any disbursing officer credit shall 
be allowed for any erroneous pay- 
ment or overpayment made by 
him in carrying out the provisions 
of this Act, except sections 13, 16, 
17, and 18, in the absence of 
fraud or criminality on the part 
of the disbursing officer involved, 
and no recovery shall be made 
from any officer or employee 
authorizing any payment under 
such provisions in the absence of 
fraud or criminality on his part. 
(Sec. 12:) 
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(d) Section 12 is amended to 


The dependents and household read as follows: 


and personal effects of any person 


“Src. 12. The dependents and 


in active service (without regard household and personal effects of 
to pay grade) who is officially re- any person in active service (with- 
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rted as dead, injured, missing 
os a period of thirty days or more, 
interned in a foreign country, or 
captured by a hostile force, upon 
application by such dependents, 
may be moved (including packing 
and unpacking of household ef- 
fects), upon receipt by such de- 
pendents of such official report, to 
such location as may be deter- 
mined in advance or subsequently 
approved by the head of the de- 
partment concerned or by such 
persons as he may designate. The 
cost of such transportation, includ- 
ing packing and unpacking of 
household effects, shall be charged 
against appropriations currently 
available. In lieu of transporta- 
tion authorized by this section for 
dependents, the head of the de- 
partment concerned may author- 
ize the payment in money of 
amounts equal to such commercial 
transportation costs for the whole 
or such part of travel for which 
transportation in kind is not fur- 
nished, when such travel shall 
have been completed. When the 
person is in an “injured” status, 
the movement of dependents. or 
household and personal effects pro- 
vided for herein may be authorized 
only in cases where the anticipated 
period of hospitalization or treat- 
ment will be of prolonged dura- 
tion. No transportation shall be 
authorized pursuant to this section 
unless a reasonable relationship 
exists between the condition and 
circumstances of the dependents 
and the destination to which trans- 
portation is requested. Beginning 
June 25, 1950, and for the purposes 
of this section only, the terms 
“household and personal effects’ 
and “household effects’ may in- 
clude, in addition to other author- 
ized weight allowances, not to 
exceed one privately owned motor 
vehicle, shipment of which at 
Government expense is authorized 
in those cases where the vehicle 
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out regard to pay grade) who is 
officially reported as dead, in- 
jured, missing for a period of 
thirty days or more, interned in a 
foreign country, or captured by a 
hostile force, may be moved (in- 
cluding packing, crating, drayage, 
temporary storage, and unpacking 
of household and personal effects) 
to the official residence of record 
for any such person or to the resi- 
dence of his dependent, next of kin, 
or other person entitled to receive 
custody of the effects in accord- 
ance with regulations issued by 
the head of the department con- 
cerned; or, upon application by 
such dependent, next of kin, or 
other person, or upon the person’s 
application if injured, to such 
other location as may be deter- 
mined in advance or subsequently 
approved by the head of the de- 
partment concerned or by such 
persons as he may designate. 
When the head of the department 
concerned determines that an 
emergency exists and that such 
sale would be in the best interests 
of the Government, he may pro- 
vide for the disposition of the 
motor vehicles and other bulky 
items of such household and per- 
sonal effects of the person by 
public or private sale. Prior to 
any such sale, and if practicable, 
a reasonable effort shall be made 
to determine the desires of the 
interested persons. The net pro- 
ceeds received from such sale shall 
be transmitted to the owner or to 
other persons in accordance with 
regulations issued by head of the 
department concerned ; but if there 
be no such persons or if such per- 
sons or their addresses are not 
ascertainable within one year from 
the date of sale, the net proceeds 
may be covered into the Treasury 
as miscellaneous receipts. Claims 
for net proceeds which are covered 
into the Treasury under the 
authority of this section may be 
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is located outside the continental filed with the General Accounting 
limits of the United States or in Office by the rightful owners, 


Alaska. 


their heirs or next of kin, or their 
legal representatives at any time 
prior to the expiration of five 
years from the date the proceeds 
are covered into the Treasury; 
and, if so filed, the General Ac- 
counting Office shall allow or dis- 
allow the claim. When such claim 
is allowed it shall be paid from the 
appropriation for refunding mon- 
eys erroneously received and coy- 
ered. If claims are not filed prior 
to the expiration of five years from 
the date the proceeds are covered 
into the Treasury, they shall be 
barred from being acted on by the 
courts or the General Accounting 
Office. The provisions of this 
section do not amend or repeal 
the Federal Tort Claims Act (60 
Stat. 842-847), as amended; sec- 
tions 2575, 2733, 4712, 4713, 6522, 
9712, 9713, title 10, United States 
Code; or section 507, title 14, 
United States Code. The head 
of the department concerned is 
authorized to store the household 
and personal effects of the person 
until such time as proper disposi- 
tion can be made. The cost of 
such storage and transportation, 
including packing, crating,. dray- 
age, temporary storage and un- 
packing of household and personal 
effects, shall be charged against 
appropriations currently available. 
In lieu of transportation author- 
ized by this section for dependents, 
the head of the department con- 
cerned may authorize the payment 
in money of amounts equal to such 
commercial transportation costs 
or a monetary allowance in lieu of 
transportation as authorized by 
law for the whole or such part of 
travel for which transportation in 
kind is not furnished, when such 
travel shall have been completed 
When the person is in an ‘injured’ 
status, the movement of depend 
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(Sec. 15:) 

This Act, except sections 13, 16, 
17, and 18, shall be effective from 
September 8, 1939, and shall re- 
main in effect until July 1, 1957. 
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ents or household and personal 
effects provided for herein may be 
authorized only in cases where the 
anticipated period of hospitaliza- 
tion or treatment will be of pro- 
longed duration. No transporta- 
tion shall be authorized pursuant 
to this section upon application by 
dependents unless a reasonable re- 
lationship exists between the con- 
dition and circumstances of the 
dependents and the destination to 
which transportation is requested. 
Beginning June 25, 1950, and for 
the purposes of this section only, 
the terms ‘household and personal 
effects’ and ‘household effects’ 
may include, in addition to other 
authorized weight allowances, not 
to exceed one privately owned 
motor vehicle, shipment of which 
at Government expense is author- 
ized in those cases where the 
vehicle is located outside the con- 
tinental limits of the United States 
or in Alaska.” 

(e) Section 15 is amended to 
read as follows: 

‘Sec. 15. This Act, except sec- 
tions 13, 16, and 17, is effective 
from September 8, 1939.” 

Src. 2. Subsection 2 (b) Miss- 
ing Persons Act, as added by this 
Act, is effective from September 8, 
1939. All other amendments made 
by this Act are effective upon the 
date of enactment of this Act. 
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PROVIDING FOR THE CONVEYANCE OF THE REVERSIONARY IN- 
TEREST OF THE UNITED STATES IN CERTAIN LANDS TO THE 
CLINT INDEPENDENT SCHOOL DISTRICT AND THE FABENS 
INDEPENDENT SCHOOL DISTRICT IN THE STATE OF TEXAS 


Marcu 19, 1957.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Buruzson, from the Committee on Foreign Affairs, submitted 
the following 


REPORT 


(To accompany H. R. 1983] 


The Committee on Foreign Affairs to whom was referred the bill 
(H. R. 1983) to provide for the conveyance of the reversionary interest 
of the United States in certain lands to the Clint Independent School 
District and the Fabens Independent School District in the State of 
Texas, or to either of them, and for other purposes, having considered 
the same, report favorably thereon without amendment and recom- 
mend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of this bill is to authorize the Secretary of State to take 
the action necessary to make possible an exchange of lands now held 
by two school districts in Texas for other lands more suitable for school 
purposes. 

. R. 1983 does not direct or grant an exchange of land. It merely 
ermits the Secretary of State, under conditions acceptable to the 
Jnited States Government and which appear to be equitable in every 

respect, to authorize such exchange in keeping with the provisions of 
the bill, at the Secretary’s discretion. 

The responsibility of the Secretary of State in this matter arises 
from the fact that the lands in which the school districts have an in- 
terest were acquired by the United States Section of the International 
Boundary and Water Commission pursuant to its rectification pro- 
= under the Convention for the Rectification of the Rio Grande, 

etween the United States and Mexico signed on February 1, 1933. 
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The policy direction of the United States Section of the Commission 
is under the Secretary of State. 


NEED FOR LEGISLATION 


Additional legislation is needed in order that the owner of the land 
desired by the Clint School District may receive the land presently 
held by that school district free of the reversionary interest retained 
by the United States. upon the exchange of the land he owns for the 
school land. The bill provides that the lands acquired by the school 
district as a result of the contemplated exchange shall be subject to a 
reversionary interest of the United States. 

The lands covered by the deed of May 14, 1940, were transferred 
to the respective independent school districts pursuant to the authority 
contained in title 22, United States Code, section 277e subject to a 
reversionary interest in the United States, the reversion of title to 
occur in the event that the land should cease to be used for school 
purposes. 

The Department of State feels that under its present authority and 
articularly in view of the Federal Property and Administrative 
ervices Act of 1949 (40 U. S. C. (1952), sec. 471, et seq.) it cannot 

execute the necessary documents. 


NATURE OF EXCHANGE 


If the bill is enacted, the Clint Independent School District would 
receive, as a result of the partition of the lands now held by it and the 
Fabens Independent School District as coowners, a specific tract of 
20 acres of those lands. This tract would then be exchanged for a 
tract of approximately 25 acres, which is represented as being of equal 
or greater value than the tract of 20 acres. ‘The United States would 
retain a reversionary interest in the portion of the original tract which 
would be partitioned to the Fabens Independent School District, and 
would receive an equal interest in the land acquired in the above- 
mentioned transfer by the Clint Independent School District. 


STATE DEPARTMENT CONCURRENCE 


In view of these circumstances the Department would have no 
objection to the enactment of the bill, H. R. 1983, 85th Congress, in 
its present form. 

The bill requires that the exchange of lands contemplated shall be 
without cost to the United States. 

The committee recommends prompt action by the House in order 
that the school districts involved can carry forward their planned 
programs. 
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EXPRESSING THE SENSE OF THE CONGRESS THAT 
EFFORTS SHOULD BE MADE TO INVITE SPAIN TO 
MEMBERSHIP IN THE NORTH ATLANTIC TREATY 
ORGANIZATION 


Marcu 19, 1957.—Referred to the House Calendar and ordered to be printed 


Mr. Gorpon, from the Committee on Foreign Affairs, submitted the 
following 


REPORT 


[To accompany H. Con. Res. 115] 


The Committee on Foreign Affairs, to whom was referred House 
Concurrent Resolution 115 having considered the same, unanimously 
report favorably thereon with an amendment and recommend that 
the concurrent resolution, as amended, do pass. 

The amendment is as follows: 

On page 2, in line 3, strike out the wording after “should” through 
the word “Organization’’, and insert in lieu thereof the following: 


continue to use its good offices toward the end of achieving 
participation by Spain in the North Atlantic Treaty and as 
a member of the North Atlantic Treaty Organization. 


This is a clarifying amendment, conforming to the general purposes 
of the resolution. 

House Concurrent Resolution 115 was introduced by the chairman 
of the committee, the Honorable Thomas 8S. Gordon, on February 7 
1957. Identical resolutions were also introduced by the following: 

Hon. Wayne L. Hays, of Ohio (H. Con. Res. 16) 

Hon. Thomas J. Lane, of Massachusetts (H. Con. Res. 24) 
Hon. Victor L. Anfuso, of New York (H. Con. Res. 55) 

Hon. Eugene J. Keogh, of New York (H. Con. Res. 58) 

Hon. Michael J. Kirwan, of Ohio (H. Con. Res. 59) 

Hon. Abraham J. Multer, of New York (H. Con. Res. 60) 
Hon. Leo W. O’Brien, of New York (H. Con. Res. 61) 

Hon. Edward P. Boland, of Massachusetts (H. Con. Res. 68) 
Hon. John J. Dempsey, of New Mexico (H. Con. Res. 69) 
Hon. Herman P. Eberharter, of Pennsylvania (H. Con. Res. 70) 
Hon. John E. Fogarty, of Rhode Island (H. Con. Res. 71) 
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Hon. Albert H. Bosch, of New York (H. Con. Res. 74) 

Hon. Henry J. Latham, of New York (H. Con. Res. 75) 

Hon. Armistead I. Selden, Jr., of Alabama (H. Con. Res. 76) 
Hon. Emanuel Celler, of New York (H. Con. Res. 78) 

Hon. John F. Shelley, of California (H. Con. Res. 80) 

Hon. Clair Engle, of California (H. Con. Res. 81) 

Hon. Joseph P. O’Hara, of Minnesota (H. Con. Res. 85) 

Hon. Clement J. Zablocki, of Wisconsin (H. Con. Res. 86) 
Hon. Peter F. Mack, Jr., of Illinois (H. Con. Res. 88) 

Hon. James J. Delaney, of New York (H. Con. Res. 92) 

Hon. Harold D. Donohue, of Massachusetts (H. Con. Res. 93) 
Hon. Torbert H. Macdonald, of Massachusetts (H. Con. Res. 


94) 
Hon. Thomas P. O’Neill, Jr., of Massachusetts (H. Con. Res. 
95) 
Hon. Francis E. Walter, of Pennsylvania (H. Con. Res. 97) 
Hon. James G. Fulton, of Pennsylvania (H. Con. Res. 99) 
Hon. William J. Green, Jr., of Pennsylvania (H. Con. Res. 100) 
Hon. Noble J. Gregory, of Kentucky (H. Con. Res. 101) 
Hon. Leon H. Gavin, of Pennsylvania (H. Con. Res. 105) 
Hon. Thaddeus M. Machrowicz, of Michigan (H. Con. Res. 
108) 
Hon. Robert B. Chiperfield, of Illinois (H. Con. Res. 118) 
Hon. Frank M. Clark, of Pennsylvania (H. Con. Res. 119) 
Hon. Albert P. Morano, of Connecticut (H. Con. Res. 121) 
Hon. Alvin E. O’Konski, of Wisconsin (H. Con. Res. 122) 
Hon. Daniel J. Flood, of Pennsylvania (H. Con. Res. 125) 
Hon. Albert Thomas, of Texas (H. Con. Res. 126) 
Hon. Bernard W. Kearney, of New York (H. Con. Res. 127) 
Hon. Adam C. Powell, Jr., of New York (H. Con. Res. 129) 
Hon. Pugh Scott, of Pennsylvania (H. Con. Res, 130) 
Hon. James E. Van Zandt, of Pennsylvania (H. Con. Res. 131) 
Hon. Harold D. Cooley, of North Carolina (H. Con. Res. 132) 
Hon. Edwin B. Dooley, of New York (H. Con. Res. 133) 
Hon. Frank J. Becker, of New York (H. Con. Res. 137) 
Hon. Steven B. Derounian, of New York (H. Con. Res. 138) 
Hon. Frank E. Smith, of Mississippi (H. Con. Res. 139) 
Hon. Walter H. Judd, of Minnesota (H. Con. Res. 141) 
Hon. Edna F. Kelly of New York (H. Con. Res. 142) 
Hon. Cecil R. King, of California (H. Con. Res. 143) 
Hon. Philip J. Philbin, of Massachusetts (H. Con. Res. 144) 
Hon. Melvin Price, of Illinois (H. Con. Res. 145) 
Hon. Leonor K. Sullivan, of Missouri (H. Con. Res. 146) 
Hon. Herbert Zelenko, of New York (H. Con. Res. 147) 
Hon. Chester E. Merrow, of New Hampshire (H. Con. Res. 
148) 
Hon. John C. Kluezynski, of Illmois (H. Con. Res. 149) 
Hon. Edmund P. Radwan, of New York (H. Con. Res. 150) 
Hon. E. Ross Adair, of Indiana (H. Con. Res. 152) 
Hon. Richard M. Simpson, of Vennsyivania (H. Con. Kes. 154) 
The committee considered House Concurrent Resolution 115 in 
executive session on March 18, 1957, and unanimously ordered it 
reported favorably, with the clarifying amendment noted above. 
The purpose of this measure is to express the sense of Congress that 
efforts should be continued by the Department of State to bring about 
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the participation by Spain in the North Atlantic oe and as & 
member of the North Atlantic Treaty Organization (NATO). 

This measure is substantially similar to the first of these resolutions 
which was introduced during the 84th Congress, House Concurrent 
Resolution 124, May 12, 1955, by the Honorable Albert P. Morano, 
Connecticut, and to House Concurrent Resolution 127, introduced 
May 19, 1955, by the Honorable Wayne L. Hays, Ohio, which passed 
the House on July 14, 1955. 

Spain is a staunch ally of the United States. We maintain impor- 
tant bases in that country. Spain serves as a strong bastion of anti- 
Communist defense. To render the defensive position of Spain more 
effective and as an integral part of the NATO defense mechanism, it 
is essential that Spain formally become a part of the NATO machinery. 
The addition of Spain to NATO would thus give cohesion, unity, and 
strength to the deterrent objective of the organization. 

The adoption of this resolution cannot, of course, in itself assure 
the desired result; however, it is important as an expression of the 
people of the United States through their Congress, and will serve as 
notice to our friends in NATO that the United States will continue 
its efforts to bring about the rightful acceptance of Spain as an ally 
in the North Atlantic Community. 

The Department of State has approved this resolution, with the 
clarifying amendment noted above, in the following communication: 


Fepruary 25, 1957. 
Hon. Tuomas S. Gorpon, 
Chairman, Committee on Foreign Affairs, 
House of Representatives. 


Dear Mr. Gorpon: The Department’s letter of February 6 assured 
you that we would give prompt considerations to your request for our 
comments on House Concurrent Resolutions 16, 76, 86, 99, and 115, 
all of which express the sense of Congress that efforts should be made 
to bring about an invitation to Spain to become a member of the 
North Atlantic Treaty Organization. I am pleased to transmit the 
following comments: 

The United States favors Spanish membership in NATO. How- 
ever, Spanish admission to NATO depends upon the willingness of 
all member nations to accept Spain as a member. This requires con- 
tinued improvement in relations between Spain and certain NATO 
powers, which is primarily the responsibility of Spain and the other 
countries concerned. 

This position was stated to the Senate Committee on Foreign 
Relations in June 1955 when resolutions similar to House Concurrent 
Resolutions 16, 76, 86, 99, and 115 were before that committee. 
We wish to reaflirm our position with respect to the desirability 
of Spanish membership in NATO. In the interim, the Department 
has continued to encourage the improvement of relations between 
Spain and the NATO countries in the hope that full Spanish member- 
ship in NATO will finally become practicable. We believe that 
there has been some improvement in these relations during this period. 
Nevertheless, it is apparent that a number of the member nations are 
not yet prepared to agree to Spanish membership in NATO. 

In this situation it is believed that the United States can best 
contribute to the achievement of the objective of Spanish membership 
in NATO by continuing to encourage the improvement of relations 
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between Spain and other nations of Western Europe, in order to tie 
Spain as closely as possible into plans for the regional defense of 
Western Europe, and thus to create a climate favorable to eventual 
Spanish participation in NATO. In view of these considerations, it is 
suggested that the following resolving clause might be substituted for 
those contained in the resolutions under consideration: ‘That it is 
the sense of the Congress of the United States that the Department 
of State should continue to use its good offices toward the end of 
achieving participation by Spain in the North Atlantic Treaty and 
as a member of the North Atlantic Treaty Organization.” 
Sincerely yours, 
Rosert C, Hi, 
Assistant Secretary 
(For the Secretary of State). 


O 
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FOREWORD 


Hovusr oF REPRESENTATIVES, 
CoMMITTEE ON ForEIGN AFFAIRS, 
Washington, D. C., March 19, 1957. 
This report has been submitted to the Committee on Foreign Affairs 
by a special subcommittee which undertook a study mission to Guate- 
mala upon the invitation of the President of that country, Colonel 
Carlos Castillo Armas. The special study mission included Hon. 
A. S. J. Carnahan, chairman; Hon. Thomas 8. Gordon, Hon. Robert 
B. Chiperfield, Hon. Chester E. Merrow, and Hon. Albert P. Morano. 
The conclusions in this report are those of the special study mission 
and do not necessarily reflect the views of the membership of the full 
Committee on Foreign Affairs. This report is filed in the hope that 
it will prove useful to the committee and to the Congress in connection 
with its consideration of the forthcoming mutual security legislation. 


Tuomas S. Gorpon, Chairman. 





LETTER OF TRANSMITTAL 


Marca 13, 1957. 
Hon. THomas S. Gorpon, 
Chairman, Committee on Foreign Affairs, 
House of Representatives, Washington, D. C. 

Dear Mr. CuHarrMan: There is transmitted herewith the report 
of the House Committee on Foreign Affairs’ special study mission to 
Guatemala. The study mission departed from the United States for 
Guatemala on February 13, 1957, and returned to the United States 
via Mexico on February 19, 1957. The mission was undertaken upon 
the invitation of the President of Guatemala, Col. Carlos Castillo 
Armas. 

It is hoped the information which the report contains will be useful 
to the members of the committee and to the Congress as background 
information on legislative matters affecting United States-Guatemalan 
relations. 

A. S. J. Carnanan, Chairman. 
Rosert B. CuarperrFiev. 
Cuester E. Merrow. 
AuBerT P. Morano. 
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Mr. CarnaHAn, from the Committee on Foreign™ Affairs, submitted 
the following 


REPORT 


[Pursuant to a resolution (H. Res. 29), authorizing the Committee on Foreign 
Affairs to conduct a full and complete investigation of matters relating to the 
laws, regulations, directives, and policies including personnel pertaining to the 
Department of State and such other departments and. agencies engaged pri- 
marily in the implementation of United States foreign policy and the overseas 
operations, personnel, and facilities of departments and agencies of the United 
States which participate in the development and execution of such policy] 


I. Ly?TRODUCTION 


F On February 13, 1957, a study mission of the House Foreign Affairs 
Committee left the United States for Guatemala. The group returned 
on February 19, 1957. A press release had been issued the previous 
day by Hon. A. S. J. Carnahan, chairman of the mission, so that the 
public would be apprised of the reason for the mission and what it 
expected to accomplish. The mission was..undertaken upon the 
invitation of the President of Guatemala; His Excellency Col. Carlos 
Castillo Armas. The mission was composed of the following: Hon. 
A. S. J. Carnahan, chairman; Hon. Thomas S. Gordon, chairman of 
the Committee on Foreign Affairs; Hon. Robert B. Chiperfield; 
Hon. Chester E. Merrow; and Hon. Albert P. Morano. The study 
mission was accompanied by Mr. Boyd Crawford, staff administrator, 
and Mr. Sheldon Z. Kaplan, staff consultant, of the committee, and 
wishes to record its commendation for their invaluable assistance in 
the accomplishment of a successful mission. 

In the letter of invitation extended by the Guatemalan Ambassador 
to the United States, His Excellency Col. José Luis Cruz-Salazar, on 
behalf of the President of Guatemala, it was stated: 
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During 1955, we were honored by your presence in my 
country, when you visited Guatemala as one of the members 
of the special study mission to Central America on Inter- 
national Organizations and Movements. In its report to the 
House of Representatives the study group made the state- 
ment that “Guatemala is entering courageously and reso- 
lutely a new stage in the history of its country.”” I whole- 
heartedly agree with this statement. I also agree with the 
opinion expressed by the honorable members of the study 
group that the success or failure of Guatemala’s struggle 
toward the achievement of progress under a democratic 
government will have a profound influence on the future 
course of Latin American history. 

Much has been done, since your last visit to Guatemala, 
to establish a firm foundation for my country’s economic 
recovery, and President Castillo Armas would be greatly 
pleased if you could see for yourself the progress that has 
been accomplished thus far. 

I sincerely hope that you will be able to accept the invi- 
tation of the President of Guatemala, Col. Carlos Castillo 
Armas. Your visit to Guatemala will undoubtedly strengthen 
even more the very cordial relations that exist betveen the 
people and the Government of the United States and the 
people and the Government of Guatemala. 


Each member of the mission had visited Guatemala previously in 
June 1955. At that time it was evident that, under the dynamic 
leadership of President Castillo Armas, substantial progress was being 
made in rebuilding the shattered economy inherited from the prior 
Communist regime. In its report on that visit the study mission 
stated (H. Rept. No. 1155, 84th Cong., 1st sess.): 


Guatemala is the showcase of Latin America and has 
become a political, social, and economic laboratory. She is 
engaged in the great experiment of proving that a country 
under the Communist heel can throw off the Communist 
yoke, and can achieve the well-being of its people not through 
force, not through artificial means, but through democratic 

rocesses. The success or failure of this experiment by the 

rst country in the world to overthrow the Communist yoke 
will be a major factor in determining the future course of 
Latin American affairs. 


F In view of the importance of Guatemala to hemispheric peace, 
security, and solidarity, the study mission was glad to have the 
opportunity to visit Guatemala and again observe at firsthand the 
progress constantly being made in building the sinews of democratic 
processes. 
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Il. Summary or AcrtIviTres 


Wednesday, February 18, 1957 


The study mission left Washington at 9 a. m. by plane and arrived 
at La Aurora Airport, Guatemala City, at 5:30 p.m. The members 
were met by the Chief of Protocol of the Guatemalan Foreign Ministry 
and other high Guatemalan officials. Shortly after its arrival the 
study mission met for a general briefing with Mr. John M. Vebber, 
Chargé d’Affaires, a. i., of the United States Embassy; Mr. Oscar 
M. Powell, Counselor for Economic Affairs; Mr. William B. Connett, 
Jr., Chief of the Political Section; Mr. Frederick J. Barcroft, Public 
Affairs Officer, and Mr. L. Michael Rives of the Embassy staff. 
After the conference with United States officials the group drove 
to the Executive offices in the National Palace for a 7 o’clock confer- 
ence with the President. The President spoke excellent English. 
In the interesting exchange of views and information, President 
Castillo Armas described efforts being made to promote literacy 
through an intensive educational program that is well underway. 
The land-resettlement program was discussed in some detail as well 
as other current problems of mutual interest. 


Thursday, February 14 


At 9:30 a. m. the members placed a wreath at the Monument to 
the Founding Fathers of Independence, which commemorates the 
independence of Guatemala and other Central American countries 
from Spain on September 15, 1821. Afterward the group drove to 
the Capitol Building and, after meeting Lic. Luis Arturo Gonzalez, 
President of the Congress; Dr. Salvador Ortega Castellanos, First 
Vice President of the Congress; and Lic. Gabriel Biguria, President 
of the Foreign Affairs Committee, were welcomed in an address by 
Representative Licenciado Federico Carbonell, as follows (translation 
from Spanish) : 


Honorable Congressmen, the Congress of the Republic of 
Guatemala considers itself very honored with your presence 
here and has asked me to present a very cordial welcome to 
you. 

You come in the name of a friendly nation to which 
Guatemala reciprocates, not only with the same friendsbip, 
but with a feeling of gratitude for the cooperation it has 
given to us. 

It is a well-known fact, and of course known to you, that 
Guatemala during a long period of more than 10 years, 
up to July 1954, was led astray by two public administra- 
tions, to a state of complete disorganization and ruin. 

These administrations, which sustained totalitarian sys- 
tems and principles contrary to our traditions, to our laws, 
and to the belief of the people, shattered the social and 
economic structure of the country and converted it into 
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the bridgehead through which Communist penetration 
menaced the rest of the countries of America. 

Respecting law, we Guatemalans used every peaceful 
means that our laws allow to remedy the situation, and 
it was not until such means were exhausted that it was 
necessary to resort to the Liberation movement which, 
victoriously led by Colonel Castillo Armas, now President of 
the Republic, brought us back to the democratic system, 
which we now enjoy. 

Thus we fulfilled the duty owed to ourselves, to the 
American Continent, and to the Western World. 

Guatemala, Honorable Congressmen, is in effect a func- 
tional democracy where man’s liberty is guaranteed along 
with his belongings, his freedom of thought, of action, of 
work, and of all the rights accepted by free countries and 
embodied in our Constitution. 

In accordance with that democracy and contrary to the 
practice established in enslaved countries, we follow an open- 
door policy and are happy to receive here in Guatemala 
honest people from everywhere, so that they may come to 
see for themselves what we are like and what we are doing. 

We still remember very vividly, the honor we had of 
receiving, as the representative of President Eisenhower, the 
visit of Vice President Nixon, that kind ambassador who 
left so many pleasant recollections in Guatemala. 

We also recall the visit that our President, Colonel Castillo 
Armas, made afterward to the United States where honors 
and distinctions were showered upon him, not only for his 
own sake but also because he was the highest authorized 
representative of Guatemala. 

And now, Honorable Congressmen, we are also very 
pleased to receive your visit, for in this manner you may 
realize that Guatemala, in full enjoyment of peace and 
tranquillity, is today a beehive of activity in which we all 
are doing our utmost to recover the time lost during the 
pro-Communist regime and to attain the aggrandizement of 
our country. | 

The Government led by Colonel Castillo Armas is the first 
one to give us a constant example of hard work, efficiency, 
and honesty, respecting the rights of all workers; distributing 
land to agricultural workers and farmers of scanty means, 
and also giving them financial aid; opening roads through 
which our products circulate; organizing national ports as 
an outlet; fostering agriculture, industry, and commerce; 
facilitating mineral ‘exploitation; improving our methods and 
our cultural and medical establishments: broadening the 
credit system and giving support to all investment of national 
and foreign capital, which in Guatemala enjoy full guaranties. 

Thus, the Government puts in practice its motto: “If we 
have won in the struggle against communism, we must also 
win in peace” and we try to do it through work, work, and 
more work, fully convinced that the best defense is a prosper- 
ous state and that within democracy a degree of human 
welfare may be attained which could never be attained out- 
side the boundaries of democracy. 
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In the difficult situation which confronted the govern- 
ment when the Liberation movement was initiated and 
which we are slowly but surely overcoming, the people and 
the Government of the United States have offered us their 
precious cooperation which, added to our own resources, 
has brought to Guatemala a state of confidence, security, 
and progress with no decrease in our sovereignty nor in our 
freedom of action. 

We understand your high purpose and admire the United 
States as a great nation, not only for the material resources 
it has, but also for its love of peace and humanity and for 
its respect for other nations. 

Honorable Congressmen, we can assure you that the tech- 
nical and financial cooperation that we have received has not 
been in vain, but has been used with honesty and patriotism, 
and has fulfilled its objectives amply. 

We have done much, but much remains to be done to 
bring to our people the spiritual forces and the material 
means, so that they, through their own efforts, may 
strengthen their faith in themselves and feel capable of 
improving their way of life. 

This is our understanding of a ‘‘new life,” in which the 
Guatemalan people will join in their effort. with the Govern- 
ment in solving our problems, guided by its own initiative 
and complying with national realities. 

In closing, we wish to ask you, Honorable Congressmen, 
to present the greetings of the Guatemalan Congress to the 
Congress of the United States of America, to its Government, 
and to its people, and with true sincerity we say: Be most 
welcome. 


Chairman Carnahan then replied in a speech which was translated 
into Spanish to the Guatemalan Congress by Congressman Morano. 
Mr. Carnahan’s address follows: 


Mr. President, Members of Congress, on behalf of our 
committee I thank you most kindly for the warm welcome 
you have accorded us and for the courtesies we have been 
shown since our arrival, I bring you the cordial saluations 
of your fellow parliamentarians in the United States Con- 
gress. We also bring our best wishes for the continuing 
well-being of the Guatemalan Congress and for the pros- 
perity of your country and your people. It is indeed an 
honor for me to be asked to address you on behalf of the 
special mission on the occasion of our visit here. 

We have come, as you know, on the invitation of your 
President, Col. Castillo Armas. This is a return visit to 
your country. We are here to see the great strides your 
Government has made, since our last visit, in promoting the 
economic development of Guatemala and in bettering the 
lives of your people. Just over 2% years ago Guatemala 
was liberated from Communist domination. At that time 
your Government was faced with a challenge unique in 
history—an opportunity to show the world that a people can 
achieve a better and a fuller life under a democratic form of 
government than under totalitarianism. You have met and 
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accepted that challenge. You can now point to concrete 
achievements that have brought prosperity to Guatemala. 
You are rapidly advancing her people on the road to a better 
and fuller life. Considering the economic obstacles which con- 
fronted Guatemala in July 1954, you are to be congratulated 
on the progress already made. We feel sure that the impetus 
you have generated will continue. We on our part hope 
that the aid the United States Government has furnished 
Guatemala has been of help to you in your program. 

The purpose of President Castillo’s invitation to us 
was to enable us to see some of the visible accomplishments 
of Guatemala. We look forward with keen interest to seeing 
your highway-construction work. We look forward to 
seeing your rural and agricultural development programs 
in action. Also of interest to us are your housing projects. 
We will, of course, enjoy the opportunity that will be afforded 
us to see different areas of your beautiful country again and 
to meet once more with your hospitable and fr iendly people. 
You are to be congratulated, also, on the progressive agrarian 
policy of your Government. Under this program, which 
envisages distribution of 5,000 more land titles to farm 
families each year, you have so far settled more than 10,000 
farm families on their own land. We consider this an im- 
portant part of your program. The development of a strong 
class of medium and small landowners is a most important 
factor in the development of a stable democracy. 

Guatemala is a beacon of hope to the enslaved peoples of 
the Communist world. It was courageous Guatemala which 
first showed that the will of a people for freedom cannot be 
denied. Guatemala continues to give hope to those peoples 
stillin bondage. Weshare with you the prayer that enslaved 
peoples will one day be liberated from their totalitarian 
masters and join the community of free nations. Your exam- 
ple will keep alive the flame of hope in these enslaved 
peoples. Your example will continue to do so even though 
the efforts of those peoples themselves have not yet tri- 
umphed in the face of foreign military repression. For your 
example and inspiration the peoples of the whole world 
are grateful. We are convinced that nations cannot be for- 
ever deprived of their freedom. We are convinced that one 
day their aspirations will be realized even though the road 
may be long and hard. Your country and ours must con- 
tinue to work together in a spirit of unity in this great chal- 
lenge. 

Once again I wish to express our sincere pleasure at being 
here. We hope that our visit may serve to strengthen even 
more the bonds that unite our two peoples. Such a course 
is only natural between Guatemala and the United States, 
whose interests and philosophies have so much in common. 
Thank you very much. 


Mr. Morano then delivered an address in Spanish which, translated 
into English, is as follows: 


Mr. President, Members of Congress, we are here as 
friends, deeply interested in the magnificent progress you 
are making. 
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We on the House Foreign Affairs Committee of the 
United States Congress are proud of the leading part we 
played in securing congressional approval and_ specific 
earmarking of $15 million in grant aid for economic develop- 
ment for Guatemala for the period July 1, 1956 through 
June 30, 1957. In a sense, we come here as very special 
friends. 

A reading of the official publication of the United States 
Congress, the Congressional Record, will reveal the many 
friendly statements made during the debate on the for- 
eign-aid program by Members of Congress respecting the 
courageous action of your Government under the magnificent 
leadership of your President, Col. Carlos Castillo Armas. 

Guatemala is becoming the showcase of Latin America 
through your courage, your determination, your wise plan- 
ning and your concern for building the sinews of freedom. To 
be anti-Communist is not enough. You know that better 
than we. One must be pro-freedom. 

We have been charged with imperialism by Communist 
propaganda. Nothing is further from the truth. On the 
contrary, we seek no territorial annexation, and we seek no 
exploitation of the economy of any country, large or small, 
and we do not seek to enslave any peoples of any country, 
large or small. We seek to uplift the standards of living of 
people all over the world. We seek to maintain those areas 
where people are now free. We seek by all peaceful means to 
aid peoples now enslaved, those who are tyrannized and 
those who want to be free. We seek to maintain our own 
security and freedom and, above all, we seek peace of mind 
and peace in the world—not alone for us, but for everyone. 
The true imperialists are the Soviets. The enslavers of the 
hearts and minds of man are the Soviets. 

The heartbeat for liberty here in Guatemala and the heart- 
beat in the United States are the same. If this heartbeat 
falters in the United States it will also falter in Guatemala. 
If the heartbeat falters in Guatemoals, it could also falter in 
the United States. 

The peoples of the Western Hemisphere and of all other free 
world areas owe a tremendous debt of gratitude to brave 
Guatemala. Happily, your struggle to rid yourselves of the 
Communist tyrants succeeded. I know that if you continue 
your efforts, the Good Lord will bless you. May it be so. 


| Mr. Carnahan’s and Mr. Morano’s addresses were enthusiastically 
| received by the Guatemalan Congress, press, and public. 

In the afternoon the mission members were shown a movie of the 
impressive work and progress being made on the Inter-American 
| Highway and other new road construction in Guatemala. 

: Before and after dinner, as guests of President Castillo Armas, the 
members conferred with the President on the economic progress being 
made in his country and on the educational, health, and cultural 
programs being undertaken. The study mission was also afforded 
an opportunity to exchange views with the Minister of Foreign Rela- 
tions, Lic. Jorge Skinner-Klee and other Guatemalan officials. 
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Friday, February 15 


In the morning the mission flew in a Guatemalan plane to Tiquisate. 
There the group conferred with Sefior Carlos Chessman, Chief of 
National Lands, and Sefior Gerardo Figueroa, Subchief of Planning for 
Agricultural Affairs. The members visited and inspected the resettle- 
ment projects in Nueva Concepcién and Guatalén. The land being, 
cleared for settlement presented great difficulties. Some of the trees 
which had to be removed were very large and required heavy equip- 
ment. ‘The wood from these trees is being converted into lumber at 
small sawmills in the vicinity. The new settlers own the wood and 
pay for its conversion into lumber by contributing part of the lumber 
so made. (The land resettlement program is described in another 
section of this report.) 

The mission then flew to Retalhuleu where they conferred with the 
Governor of the Department of Retalhuleu, Col. Carlos Prera, and 
Mayor de Leon. While at Retalhulew the eroup inspected housing 
projects that had recently been constructed. In the afternoon the 
group drove to Quezaltenango, which is the second largest city in 
Guatemala, then passed through Totonicapdén and Solold, and then 
on to Panajachel at Lake Atitlén. 


Saturday, February 16 


In the morning the mission visited the Indian village of San Antonio 
Palopé. There they met the deputy alcalde (mayor), inspected some 
of the homes of the Indians and visited the ancient church. The 
village is located on the very steep mountain shore of Lake Atitl4n 
and is very much as it was in the days of the Spaniards. Recently 
the Guatemalan Government has begun educational and sanitation 
projects in the village as a forerunner of projects in other Indian vil- 
lages. In the afternoon the mission drove back to Guatemala City 
to observe the Inter-American Highway, passing through Chimal- 
tenango and Sumpango en route. 

On this trip the mission noticed particularly a large number of anti- 
Communist signs and placards along the highway and on the walls of 
public buildings. Particularly stressed was the fact that the Govern- 
ment was not only promising a better way of life but, unlike the Com- 
munists, was fulfilling the promise. 

Sunday, February 17 

The mission left by plane for Mexico City en route to Washington. 
Monday, February 18 

In the morning the mission visited various cultural shrines and 
monuments in Mexico City and its environs, and in the afternoon 
conferred with United States Ambassador Francis White; His Excel- 
lency Lic. Luis Padilla Nervo, Mexican Minister of Foreign Relations; 
His Excellency Lic. José Gregorio Diaz Loarca, Ambassador of 
Guatemala to Mexico; other Embassy officials and local American 
businessmen. Early in the evening the members of the study mission 


conferred with His Excellency Sefior Don Adolfo Ruiz Cortines, 
President of Mexico. 


Tuesday, February 19 


The members of the study mission left by plane for Washington, 
arriving at Washington National Airport at approximately 6 p. m. 
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Ill. Backarounp 


Much background information on Guatemala will be found in the 
study mission’s report filed on its previous visit to that country 
(H. Rept. 1155, 84th Cong., 1st sess.) However, because of subse- 
quent developments which have taken place in the political field, 
which form the background for developments in other aspects of the 
national life of Guatemala, the study mission includes at this point a 
summary of those political developments. 

With the overwhelming approval of the Guatemalan people, 
Col. Castillo Armas initiated a revolution in June 1954, which resulted 
in the overthrow of the Communist-influenced government of that 
time, the suspension of the existing constitution, and the outlawing 
of the Communist Party and all Communist-front organizations. 

Since that time, the anti-Communist government has taken a 
number of steps which have restored normal constitutional government 
to the country. In September 1954, Col. Castillo Armas assumed the 
office of President of the Republic after the other members of the then 
governing junta resigned their posts for reasons of national interest. 
He was confirmed as President in a plebiscite on October 10, 1954, 
in which he received 99 percent of a record vote; shortly thereafter he 
took office for a term to last until March 15, 1960. 

A popularly elected constitutional convention (the National 
Constituent Assembly), with 66 members, met on October 29, 1954, 
for the purpose of drafting a new constitution. A committee of 17 
deputies drew up a draft constitution, which was approved by the full 
Assembly and signed by the President on February 7, 1956. It 
entered into effect on March 1. 

Until the new constitution took effect, President Castillo exercised 
executive and legislative functions under the authority of a “political 
statute’”’ issued by the new Government on August 10, 1954. 

Elections were held for congressional and municipal offices on 
December 18, 1955. The Government coalition, which included the 
official party, Movimiento Democratico Nacionalista (MDN), and 3 
others, won all the 66 congressional seats and a majority of the 
municipal offices. The new congress was inaugurated on March 1, 
1956. 

President Castillo, who has defined his position as “neither to the 
right nor to the left, but ahead,’ has stressed a middle-of-the-road 
course in an effort to keep various differences of opinion from develop- 
ing into organized rivalries which would weaken the anti-Communist 
movement and complicate the task of economic reconstruction. 

In the field of international affairs, the Guatemalan Government 
has continued its efforts to work toward regional unity through 
support of Central American organizations such as ODECA, the 
Nutrition Institute of Central America and Panama, the Central 
American Coffee Federation, the Central American Institute for 
Industrial Development, and many others. Guatemala has con- 
sistently supported the Organization of American States and the 
United Nations. Most recently it has offered to receive 100 Hun- 
garian refugees. 

9 








IV. AGRARIAN REFoRM PROGRAM IN GUATEMALA 


The Communist-oriented Arbenz government of Guatemala insti- 
tuted a program of land “reform,” which resulted in the distribution 
of plots of land to approximately 50,000 peasants. While this made 
an apparently impressive record on paper, the way it was carried out 
and the form the distribution took showed that the program was 
primarily designed for immediate political purposes rather than for 
a sound, long-range program that would permanently benefit both 
the peasants and the nation. Much of the land distributed under 
Arbenz was forcibly expropriated from private owners, thus building 
up a bitter hatred of the program among the landowning classes. 
The plots of land were not economically feasible, being in most cases 
no more than 1 or 2 hectares (1 hectare equals 2.47 acres). Most 
important, the peasants were not given title to the land they occupied, 
but merely had the use of it. These measures resulted in the mass 
distribution of tiny plots and made important political capital for 
the Arbenz regime. 

The Castillo government, after taking office, realized the economic, 
political and social necessity of a land-distribution program, but deter- 
mined that it should be a program which would most benefit the coun- 
try even if there appeared to be less immediate political advantages 
for the new Government. The decrees establishing the Arbenz pro- 
gram were rescinded and provision was made to return the expropriated 
lands to their rightful owners. The resettled peasants were given one 
crop-year to vacate the land and provision was made for their re- 
settlement elsewhere. Private owners donated or sold land to be used 
in the program, the United Fruit Co. ceded to the Government more 
than 100,000 acres of its reserve holdings, and the Government made 
further tracts available from the national farms and other nationally 
owned land. Provision was made for the peasants to acquire perma- 
nent title after a trial period, and the size of the plots was increased to 
make them economic agricultural units. Technical assistance was 
made available to the newly settled farmers, and facilities such as 
supervised agricultural credit are available to them. 

The study mission observed that the land is being distributed pri- 
marily to ladinos, or persons of mixed Indian and white blood, rather 
than to the Indians of Guatemala, most of whom live in a primitive 
state in remote areas, and many of whom are not yet considered ready 
for such an experiment. The mission was informed that the Indians 
would not now be responsive to the relatively modern techniques the 
resettled families are being taught. An aim of the program is first to 
build up an agricultural middle class, so essential to stability in a 
democracy and, in the future, when conditions permit to extend the 
program to include the Indians. 

The Rural Development and Resettlement program has two objec- 
tives: to raise the standard of living of the farm family and to increase 
agricultural production in the country. It consists of colonization, 
land clearing, agricultural credit, essential public services and access 
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roads, With the exception of supervised agricultural credit, it has 
been concentrated primarily on Government-owned land in the 
Pacific slope area. 

The International Cooperation Administration has authorized $2.4 
million in fiscal year 1956 and $3.9 million to date in fiscal year 1957 
for use on this program. Contributions from the Government of 
Guatemala are estimated as $4,473,000 in fiscal year 1956 and 
$6,650,000 in fiscal year 1957. These figures include values of both 
cash and in-kind contributions. 

With the assistance of International Development Service techni- 
cians, the available area was first classified as to type of land, soil 
quality, etc., so that in the assignment of units each farmer would be 
assured of sufficient good land for general crops or pastureland for 
livestock to enable him to operate the land profitably and earn a 
living for his family. The farms average approximately 17 to 35 
hectares, smaller farms with land good enough for crops and larger 
units on which to raise livestock if land is less productive. The 
Government has undertaken to fell the trees and a the brush on 
approximately 2 hectares of each unit before the farm family is 
resettled so that some crops may be raised, then the farmers them- 
selves clear the remaining fond. Half of the timber felled is returned 
to the farmers in the form of lumber for use in the construction of 
buildings, the Government retaining the rest, in payment for sawing 
the lumber. 

The study mission, in passing through Nueva Concepcién, the most 
developed resettlement project, visited the local sawmill and noted 
tracts of land under cultivation as well as land which had been cleared 
and was awaiting tenants. Many families, anxious to move onto the 
land, had erected temporary shelters around the administrative 
buildings in preparation for resettlement. 

The mission is pleased to note that recently a group of tenants in 
Nueva Concepcién have sold their first tobacco crop of 20,000 pounds 
to a local Guatemalan cigarette company. Many of them jubilantly 
stated they would now be able to cancel half their debt with their 
next crop. 

The mission also visited Guatalén, a short drive from Nueva Con- 
cepcién where it observed the construction of administrative buildings 
and housing units for employees. The land here is not forested and 
clearing should be much easier than on the Nueva Concepeién project. 

After its visit to Guatalén the study mission also visited part of the 
Pacific Highway which was paved and in excellent condition. 

It was explained that, through the Banco Agrario, the farmer may 
obtain a short-term loan (through one crop season) for seed, fertilizer, 
and the like to produce a crop. After this a longer term loan may be 
obtained for the purchase of a cow, chickens, or small farm equipment. 
A loan for 4 or 5 years is also planned for those farmers who have 
demonstrated their ability and wish to build a house, make permanent 
improvements, or purchase heavier equipment. Provision has been 
made for the farmer to acquire certificate of title to the land after a 
period of 2 years, then with good operation over a period of 5 years he 
is entitled to buy the land at a very nominal cost. 

Applications for land are made to the Department of Agrarian 
Affairs through its field agents. At present the Government has more 
applications than it has land available—perhaps even more commit- 
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ments than land—but people already on the land or in the area are 
given preference. The Department of Agrarian Affairs makes selec- 
tion of the families based on their capacity to operate a farm; size of 
the family (preference is given to men with families, although it is not 
impossible for single men to obtain a unit); amount of education; and 
evidence that they could succeed in developing the farm. Approxi- 
mately 2,000 families were permanently settled by the Government 
in cooperation with the International Cooperation Administration in 
fiscal year 1956, and it is estimated that 3,000 will be resettled in 
fiscal year 1957. 

A far larger effort in terms of numbers of families resettled has been 
made by the Guatemalan Government in its own land-distribution 
program, although these plots are smaller and average about 10 acres. 
However, this land comes from the national farms and from land do- 
nated by private owners to the Government and requires less clearing, 
as much of it has already been under cultivation. The mission under- 
stands that this distribution is also made through the Department of 
Agrarian Affairs. The Castillo government in its own program by 
January 1957 distributed plots to 10,751 families and plans to con- 
tinue settling others at the rate of 5,000 a year, thus substantially 
increasing the number of farm owners in the country. 

At the forefront of the agrarian reform program are seven specific 
projects of the President’s Rural Socio-Educational Development Pro- 
gram. These are to— 

1. Better the economic conditions of family and of community, 
through a system of education to promote the better use of natural 
resources and the use of better methods and work techniques in 
rural areas. 

2. Safeguard individual and collective health through training 
in hygiene and sanitation, so that the rural population may enjoy 
a healthy, active and happy life. 

3. Give dignity to the family home through training which will 
enable the people to understand and perform better the duties 
and responsibilities of man and wife, parents and children; to 
promote the improvement of food, clothing, and the home, and 
thus contributing to more harmonious intrafamily relations. 

4. Teach the individual and the community to spend their free 
time in healthy and constructive recreation, for relaxation of the 
soul and maintenance of body and mental health. 

5. Teach scientific ideas which may help to solve the problems 
of work and of life, and which may contribute to strengthening 
social values by giving them better standing within the com- 
munity. 

6. Coordinate, at the rural area level, the functions of the 
individual agencies of rural well-being. 

7. Kindle in the rural citizen faith, constancy, and the spirit 
of sacrifice and good will, thus creating in him a new attitude to 
life. 

(Translated from document, Rural Socio-Educational Development 
Program, under Ministry of Public Education, 1956.) 


















V. CONCLUSIONS 


On its prior visit to Guatemala in June 1955 the group was impressed 
with the seriousness of purpose, the energy and drive of the President 
of Guatemala to make of Guatemala a showcase of democracy. 
During its visit of February 1957 the mission observed on all sides 
the tremendous progress which courageous, dynamic Guatemala has 
made since our previous visit. Statistics would be inadequate to de- 
scribe this tremendous movement under the direction of the President, 
supported by an able team of cabinet officers. 

Politically, the Castillo Armas government has grown in strength 
and stability to the point where it apparently no longer needs to devote 
a disproportionate amount of effort to maintaining a democratic gov- 
ernment, and can concentrate on furthering economic and social prog- 
ress. The past 2 years have seen the reestablishment of constitutional 
processes after the period of de facto rule necessary as a result of the 
1954 revolution. Elections have been held, a new constitution was 
adopted taking effect from March 1, 1956, and a constitutional 6-year 
term for the President established. 

On coming to power in July 1954, the Castillo government inherited 
a legacy of financial and economic disorder, and demoralization of the 
national economy. The new Government made clear its intention to 
alter fundamentally the policies of the previous regime, which had 
militated against private productive activity, by creating an economic 
and political climate conducive to private enterprise. This orienta- 
tion has, during the past 2 years, been evidenced in various measures 
taken, such as removal of unrealistic price controls; the welcoming of 
foreign private enterprise capital; and the adoption of laws permitting 
the better use of the natural resources, including petroleum and 
timber, by such capital, at the same time safeguarding Guatemala’s 
stake in her own resources. 

These measures have fostered a marked increase in private invest- 
ment—up an estimated 28 percent, in real terms, in 1955 over the 
level of the 2 previous years, and apparently still farther in 1956. 
The United States aid programs have also provided an even greater 
stimulus to economic expansion. 

Unemployment, one of the most serious problems initially con- 
fronting the Castillo government, has been largely eliminated by the 
absorption of labor into the great highway-construction programs now 
being carried forward with United States aid: the Atlantic, Pacific, 
and Inter-American Highways. These and smaller highways will 
when completed for the first time in history give Guatemala an 
adequate system of roads. Measures are already being taken to 
reduce the highway labor force gradually by transferring them to other 
occupations in industry or in agriculture, thus avoiding the creation of 
another large group of unemployed when the highway construction is 
completed. 

A number of institutional reforms or innovations are contemplated. 
Among these are development of an improved capital market; a 
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revised industrial promotion law; institution of a soundly based 
personal income tax; definition of policy for disposal of the national 
farms to private enterprise; improvement of agricultural credit 
facilities; organization or reorganization of several important Govern- 
ment agencies; reform of the budgetary, accounting, and financial 
control machinery of the Government; and improvement of the 
systems of production and marketing of the country’s chief crop and 
largest foreign exchange earner, coffee. 

In the field of education the Government has made progress, but 
it is still faced with problems. Combating the high illiteracy rate is 
one phase of the overall program to educate the people in the abe’s 
of basic economics, modern agricultural methods and trades so that 
they can advance beyond their present subsistence level. An Organic 
Law for National Education was decreed in February 1956, one pro- 
vision of which requires plantation owners who have over 10 families 
living on their property to provide schools and teachers. Twelve 
percent of the current budget of Guatemala is earmarked for education. 

The study mission feels strongly that Guatemala has much to 
offer to the tourist. It is a country steeped in history and offers a 
variety of picturesque scenery. ‘The, people are warm and friendly 
and are anxious to meet their neighbors from North America in a 
spirit of friendship and hospitality. The study mission does not feel 
that the Guatemalan Government has fully utilized the tourist poten- 
tial in the country as a means of earning the best dollar available, 
“the tourist dollar.’”’ While the mission appreciates the fact that the 
lack of sufficient hotel accommodations partially explains the lack 
of Government activity in this respect, it nevertheless feels that a 
greater and wider publication by the Government of what its country 
has to offer could do much to increase tourist interest in the country 
and business interest in setting up adequate tourist facilities. 

The warm welcome accorded to the members of the mission by 
Guatemalan officials, Guatemalan businessmen, and the local popu- 
lace in every city and village visited was heartwarming. There is a 
deep awareness of the assistance which the United States is rendering 
to their country. At the same time there is a keen realization of the 
fact that the effort must come from the people themselves and that 
United States assistance to the Government of Guatemala can only 
assist that Government in its program of creating the favorable 
conditions which will induce the people to help themselves. This 
was the keynote emphasized by the President in his conferences with 
the study mission: 


We do not want the people to expect the Government to do 
everything for them; but they have the right to expect their 
Government to create the conditions which will enable them 
to build a better way of life for themselves. 


This, too, is the impetus behind United States programs in Guatemala. 

The study mission is convinced that United States assistance to 
Guatemala is highly justified. It is an investment that is yielding 
high returns in good will, in results achieved, in local receptivity to 
private enterprise, and most important of all, in demonstrating that 
the best interests of a people can be served through democratic proc- 
esses rather than through communism with its technique of high 
promise and low performance. 
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The members of the study mission are convinced that the program 
of the President of Guatemala is achieving a free way of life for his 
people and is worthy of continued United States support. Guatemala, 
though a small country, is a key country to the defense of the Western 
Hemisphere. It is no exaggeration to say that it is a key country to 
the defense of the United States and, indeed, to the entire free world. 
To assist Guatemala is to assist our own security and freedom and 
those of the free world. 

The “Guatemala experiment” is not finished. It is only beginnin 
to show results. Communist agitators have gone underground a 
into exile. They seek to discredit the present regime and to capital- 
ize on any show of weakness. Hard work, statesmanlike guidance, 
courage, determination, and patience will be required more than ever 
before to bring the experiment to a successful reality. Considering 
the chaotic condition of the country when President Castillo Armas 
was confirmed as President on October 10, 1954, there is every indi- 
cation that these qualities of leadership have already been demon- 
strated and will continue to be exercised. In this the United States 
has an important part to play as a friendly neighbor. 

The members of the mission wish to extend their deep thanks to 
President Castillo Armas, Minister of Foreign Relations Lic. Skinner- 
Klee, Ambassador Cruz-Salazar, the members of the Guatemalan 
Congress, and other Guatemalan officials whom they met, for the 
excellent arrangements which were made for our mission, for their 
hospitality, warm welcome, and excellent review of the progress being 
made in their country. The mission is also grateful to Sefior Francisco 
Anguiano, of the Guatemalan Embassy in Washington, who assisted 
in the preliminary arrangements. The mission wishes also to record 
its thanks to the Guatemalan people and the members of the Guate- 


malan press who received our visit in a spirit of friendship and mutual 
respect. 


SpreciaL Stupy Mission To GUATEMALA, 
A. 8. J. Carnanan, Chairman. 


Tuomas S. Gorpon, 
Chairman, Committee on Foreign Affairs. 
Rosert B. CHrPerFie.p. 


CuesteR E. Merrow. 
ALBERT P. Morano. 























APPENDIX 


A NEW WAY OF LIFE 


New Y2EArR’s MESSAGE TO THE PEOPLE OF GUATEMALA BY PRESIDENT 
Cartos Castitto ArMAS, DeceMBER 31, 1956 


My fellow citizens, when Communist persecution forced me to flee 
this land in 1951, I was not in the least concerned about the uncertain- 
ties that awaited me as an exile. What did concern me was the fact 
that I would be far away when chaos prevailed in my country, a 
state of chaos that was leading it to destruction. 

I must confess, however, that although my spirit was troubled, I 
never lost faith in the salvation of Guatemala, nor in the profound 
love of liberty which beats in every Guatemalan heart. And this faith 
grew as I watched my countrymen unite in a heroic struggle against 
oppression. 

When the moment of decision came, there were many martyrs; 
some fell on the battlefield, others at the hands of the executioner. 
But, as the roar of combat dwindled and died down, we were faced 
with an even more strenuous task: that of reconstructing our 
devastated land. 

We have given this task the best of our minds and of our hearts. 


NEW ATTITUDE 


As soon as we overcame the obstacles which prevented Guatemala 
from expressing its true character, we dedicated ourselves to the 
creation of an atmosphere favorable to individual progress and 
development. The fears, insecurities, and inhibitions which were the 
trademark of those somber years, have now been replaced by fruitful 
activity, by confident courage, and by the satisfaction of seeing one’s 
efforts rewarded. All of this accounts for the Guatemalan citizen’s 
entirely new attitude toward his country’s and his own personal 
eer he shows complete faith in the future before him—a New 
ife of justice and fruitfulness; a New Life of freedom, of work, and of 
progress; this is the goal we have been striving for from the start. 

As I greet the Guatemalan people on the advent of a New Year, I 
wish to thank them all for their unselfish cooperation in the recon- 
struction of our country. Two years of uninterrupted work have 
turned even the worst skeptics into firm believers, thanks to the 
many evidences of national progress and advancement. 




















THE NEW LIFE 


Guatemala’s welfare is not the sole responsibility of the Govern- 
ment; it is the nation’s responsibility, too, a civic “must” that requires 
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the collaboration of every Guatemalan citizen as well as that of 
every foreigner who reaps with us the fruits of this bountiful land. 
That is why, at the start of this new year, we must reassert the fact 
that we are embarking on a New Life. This New Life is characterized, 
above all, by the renewed determination of the Guatemalan people 
to conquer the future and make it a better one for all. Their de- 
termination is bolstered by dynamic spirit, by faith in the country’s 
future, by confidence in the men now serving Guatemala, and not by 
ideologies alien to our history and idiosyncrasies. 


ARCHITECTS OF THE NEW LIFE 


Day by day this New Life is being shaped by private investors who 
create new sources of work and prosperity. And the concept of New 
Life is brought into being by Guatemalans who have not adopted the 
static attitude of waiting for the state to do it all, but rather bend 
every effort to forge their own happiness. These men, hard-working 
citizens all, endowed with broad vision, do not waste their energies 
systematically criticizing every governmental action; they bring a 
powerful contribution to the democratic progress of the country, 
sometimes at the cost of great personal sacrifice. It is this breed of 
men that future generations will honor as the architects of Guate- 
mala’s New Life. This is why every public servant must be the first 
to understand the meaning of these two words, and serve as an ex- 
ample of civic responsibility, discharging his duties promptly and 
honestly. Those who do not fulfill these national demands cannot 
expect to form part of my Government. 


ACCOMPLISHMENTS 


It would be too long and tedious to enumerate here every accom- 
Pee won by the new attitude of our Guatemalan citizen of today. 

owever, the vigor of Guatemala’s private enterprise must be singled 
out, for it is directly responsible for new undertaking in agriculture, 
industry, and business and has stimulated the transformation of cities 
and villages. The state of prostration which had gripped many of 
our urban centers has been replaced by a burst of activity culminating 
in collective benefits. The resurgence of cities such as Quezaltenango, 
Zacapa, Retalhuleu, and many other urban and rural communities, 
manifests the dynamic spirit and the will to work of Guatemalans to 
create a better life for themselves, which is their right under a demo- 
cratic system of government. 

Financial activity has increased notably. New banks have been 
established in the country, and a vigorous system of credit is strength- 
ening agriculture and industry. Both fields are greatly profiting 
thereby; farmers are diversifying and mechanizing their crops, while 
others are exploiting natural resources in some of our most remote 
areas, thus promoting their national use. 

The spirit of enterprise which flagged under the weight of adverse 
and hostile conditions is surging forward once more, optimistically 
and firmly channeled in the direction of general prosperity. Spiritual 
power, liberated from its shackles, is propelling the country forward, 
overcoming all obstacles to individual happiness and common welfare. 
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THE WORKER AND THE FARMER 





The fact that workers now enjoy better opportunities has been 
confirmed through the creation of a Ministry of Labor and the appoint- 
ment of a well-informed Minister to that post; these workers also have 
a more favorable climate in which to exercise their inherent rights, 
while at the same time improving their organizations. 

The rural sector of our populations, another important one as re- 
gards our national economy, is fully experiencing the meaning of the 
words “New Life,” thanks to the proper application of our agrarian 
laws; its members know they can now achieve their fondest aspiration: 
to own the piece of land which means security and abundance for 
their children. 





TEACHING TO LIVE BETTER 





Our Rural Socio-Educational Program undoubtedly represents the 
core of the democratic movement which personifies this Government; 
it is also the most progressive step toward the improvement of our 
people’s lot. This far-reaching program is my major political and 
governmental function. I believe that if we merely teach the people 
to read we accomplish what any formalistic democracy does. But 
teaching the people to live better, however, constitutes the most 
efficient means to put into practice true functional democratic prin- 
ciples; it is the only way to really improve human social and economic 
conditions. Although this profound social program has been in effect 
only a short time, its results have won the highest praise from visitors 
well versed in the problems we are attempting to solve, and rural 
areas have responded to it enthusiastically. This is proof that we are 
indeed taking great strides in the right direction. 

For the first time in the history of Guatemala, those forgotten men 
who used to live on the fringe of culture, in a minimal subsistence 
economy, have seen a government that is eager to convert them into 
useful citizens, with a share in the nation’s progress and a chance to 
live in human dignity. 

The determination to make the benefits of a democratic way of life 
reach into every part of the country has been the motivating force 
behind my Government’s effort on behalf of the global planning, on 
a national scale, of a system of highways which will make it possible 
to accelerate the tempo of our production and consumption, while at 
the same time simplifying our means of export and import, all of 
which are vital matters to a country’s economic life. 

For the protection of individuals against the contingencies of our 
complicated present-day society, we have a system of social security 
which confirms and widens its benevolent functions by extending its 
radius of assistance not only to workers, but to their families as well. 
As to our youth, after undergoing a veritable educational reform, it is 
beginning to act responsibly end enthusiastically within its own sphere 
of activities. Our university enjoys complete intellectual and spiritual 
freedom, buttressed by the economic autonomy which the state 
guarantees it constitutionally and unreservedly. The Guatemalan 
woman, for her part, is fully conscious of her role in life, and generously 
contributes to many activities of profound social significance with her 
work and her moral support. 

The intensive Rural Socio-Educational Program; the promulgation of 
laws for the protection of city and farm workers; the safeguarding of 
property; the creation of new sources of work, of better uses for our 























































SPECIAL STUDY MISSION TO GUATEMALA 19 


natural resources; the impetus given to cultural matters; all these 
things constitute the basis of whet we justly call the “New Life”—our 
answers to communism’s materialistic concepts. 


DEMOCRATIC FAITH 


As a gesture of human solidarity, at a time when we reaffirm our 
faith in democracy, let us turn our eyes for a moment toward the 
long-suffering Hungarian people, in order to better understand the 
meaning of Communist theories and methods. Thousands of Hun- 
garians are being barbarously massacred for the sole crime of wanting 
to recover their lost liberty. Fortunately, their moment of decision is 
not far off, and after Communism crumbles, democracy will witness 
the opening of the triumphal way that leads to their definitive freedom. 


DYNAMIC DEMOCRACY 


My passionate love of liberty explains why I cannot be, and never 
can be, a part of any totalitarian movement. When I have said that 
I am “neither with the left, nor with the right, but rather above,” 
I have tried to express my energetic rejection of the sectarianisms, the 
crimes, and the ideological lies of extremist regimes, while at the same 
time expound the continual self-improvement of the democratic ideal 
when it is functioning dynamically—in other words, the constant 

search of a democ racy which, day by day, strives to perfect the means 

to reach man’s highest purposes. Only when democracy undertakes 
the task of constantly revising its values and its goals can it reach its 
truest human dimension. 

To achieve such a lofty goal, we depend on the devotion that our 
fellow citizens feel for Guatemala’s supreme interests. The flourishing 
of this genuine nationalism, coming as it does in the wake of our 
painful experience with Marxism, strengthens the basic principles 
of our national life and consolidates our creative energies. It stands 
in the first place for unity within the Guatemalan family; gone is 
the discord sown by the bad seed of communism. It is, in the second 
place, an imperative factor in the defense of our spiritual and material 
inheritance in the face of any disintegrating force. 

In the light of these democratic principles, and in an atmosphere 
of civic liberty, this nationalistic sentiment, shared by all, will permit 
us to peace ‘fully carry out our common mission of building up our 
nation’s prosperity. Nationalism such as this means faith in country 
and in peace, just as communism means total disintegration and 
social warfare. 


PATRIOTISM IN ACTION 


In closing this message of greeting to my fellow citizens, I formulate 
my best wishes for the happiness of all Guatemalans. I wish to remind 
you, also, that although we are proud of the work accomplished thus 
far, we must admit that it is only the beginning of the immense 
structure we all want Guatemala to be. That is why, in thankin 
God at this solemn hour of family gatherings I ask all of you to stan 
united, rendering our best spiritual and physical efforts on behalf of 
our beloved country, so as to convert into a firm reality our oath of 


making Guatemala truly great, which was the goal we set for our- 
selves in the first place. 0 
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FOREWORD 


House or REPRESENTATIVES, 
ComMMITTEE ON Foreign AFFAIRS, 
Washington, D. C., March 19, 1957. 
This report has been submitted to the Committee on Foreign 
Affairs by a special study mission which undertook during August 
1956 a study of Mutual Security operations in certain countries of the 
Mediterranean area, including Morocco, Libya, Italy, Greece, and 
Turkey, and other questions of legislative concern to the committee. 
The findings in this report are those of the special study mission 
and do not necessarily reflect the views of the membership of the 
full Committee on Foreign Affairs. The report is filed in the hope 
that it will prove useful to the House in its consideration of legislation. 


Tuomas S. Gorpon, Chairman. 
Itt 





LETTER OF SUBMITTAL 


House or REPRESENTATIVES, 
ComMITTEE ON ForeiGn AFFaIRs, 
Washington, D. C., September 26, 1956. 
Hon. James P. Ricwarps, 
Chairman, Committee on Foreign Affairs, 
House of Representatives, Washington, D. C. 

Dear Mr. CuarrmMan: We submit herewith for the consideration 
of the Committee on Foreign Affairs the report of the special study 
mission made during August 1956 to certain countries of the Medi- 
terranean area, including Morocco, Libya, Italy, Greece, and Turkey. 

The primary purpose of the special study mission was to obtain 
factual data on Mutual Security operations in the Mediterranean 
area and other questions of direct legislative concern to the Committee 
on Foreign Affairs. We are pleased to report that in every instance 
we received the fullest and most cordial cooperation on the part of 
United States diplomatic and military officials in the posts visited. 

Some of our observations, particularly those with reference to 


housing conditions at United States air bases in North Africa, are 
more Pa within the legislative jurisdiction of the Committee on 
C 


Armed Services than the Committee on Foreign Affairs. We felt 
it incumbent upon us to record our observations, however, with the 
expectation that they be brought to the attention of that committee 
for such action as it may deem appropriate. 

Naturally, a major part of the information received is of a security 
nature and because of its classification cannot be included in a pub- 
lished report. We will welcome the opportunity to report verbally 
to the full committee on this phase of our mission, and hope in the 
meantime that the unclassified data and observations in this report 
may prove of interest to the committee. 

Sincerely yours, 


Tuomas S. Gorpon (Illinois), Chairman, 
Epmunp P. Rapwan (New York), Minority Member, 
Special Study Mission to the Mediterranean Area: 


v 
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REPORT OF THE SPECIAL STUDY MISSION TO THE 
MEDITERRANEAN AREA 





Marcu 19, 1957.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Gorpon, from the Committee on Foreign Affairs, submitted the 
following 


REPORT 


[Pursuant to a resolution (H. Res. 29), authorizing the Committee on Foreign 
Affairs to conduct a full and complete investigation of matters relating to the 
laws, regulations, directives, and policies including persorinel pertaining to the 
Department of State and such other departments and agencies engaged pri- 
marily in the implementation of United States foreign policy and the overseas 
operations, personnel, and facilities of departments and agencies of the United 
States which participate in the development and execution of such policy] 


INTRODUCTION 


The special study mission, consisting of Representative Thomas S. 
Gordon, Illinois, chairman, and Representative Edmund P. Radwan, 
New York, left New York by ship August 3, 1956, to observe and 
report on Mutual Security operations in the Mediterranean area and 
other questions of direct legislative concern to the Committee on 
Foreign Affairs. 

Utilizing accommodations on the U.S. N.S. General Maurice Rose, 
of the Military Sea Transportation Service, the mission took advantage 
of the ship’s itinerary to make brief visits to Casablanca, Morocco; 
Leghorn and Naples, Italy; Tripoli, Libya; Athens, Greece; and 
Istanbul and Izmir in Turkey. At those points conferences and brief- 
ings were held with United States officials and with the commanding 
officers at: 

Nouasseur Air Depot, near Casablanca, Morocco. 

Southern European Task Force Support Command, Camp 
Darby, near Leghorn (headquarters at Verona), Italy. 

Headquarters, Allied Forces Southern Europe, Bagnoli, near 
Naples, Italy, 
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Wheelus Airbase, Tripoli, Libya. 

7206th Support Group, Athens, Greece. 

Joint American Military Mission, Istanbul (headquarters at 
Ankara), Turkey. 

Headquarters, Allied Land Forces, Southeastern Europe, 
Izmir, Turkey. 

As a charter member, and also through the weapons and supplies 
furnished our allies through the Mutual Security programs, the 
United States actively participates in the collective defense effort of 
the North Atlantic Treaty Organization. This participation has 
been the subject of annual review by the Foreign Affairs Committee 
through its yearly legislative action on the Mutual Security legisla- 
tion. It has also been the subject of continual further consideration 
by the committee and by special missions sent to the field from time 
to time for on-the-spot observation. 

This was the first time, however, that a study group from the 
Foreign Affairs Committee had been assigned the task of observing 
and reporting on United States military operations and facilities in 
North Africa and their relationship to the integrated defense pattern 
of the NATO forces in Europe. 


Untrep States OPERATIONS AND Factuities IN Norta AFRICA 


The United States maintains and operates strategic bases at 5 
points in Morocco, 1 in Libya, as well as stations in Eritrea and Saudi 
Arabia, which are integrated and coordinated with the defense plans 
of the NATO forces in Europe, particularly those under the immediate 
jurisdiction of COMAIRSOUTH, Commander, Allied Air Forces, 
Southern Europe, with headquarters at Naples, Italy. 

In a geographical sense, the southern area extends 7,000 miles from 
Morocco east to Pakistan and 5,000 miles from the air base at Aviano, 
Italy, to the air attaché’s office at Pretoria, Union of South Africa. 


MOROCCO 
CASABLANCA 


On landing at Casablanca, the members were met by Brig. Gen. 
Charles A. Heim, commander, Headquarters, Southern Air Materiel 
Area; Brig. Gen. Lawrence J. Lincoln, division engineer, Mediter- 
ranean Division; by Consul General George D. LaMont; and Vice 
Consul Arthur Woodruff. Military briefings were given the mission 
by General Heim and General Lincoln and members of their staffs. 
Informative discussions were held during the day with Mr. LaMont 
and Mr. Woodruff on the current situation in Morocco. 

The United States has constructed and has been operating four 
United States Air Force bases and one Naval Air facility in Morocco 
under agreements made originally with the French Government. 
Since the attainment of Moroccan independence, and the exchange 
of ambassadors between our two countries, the terms of agreements 
with France are being restudied and new understandings may have 
to be worked out in the light of Morocco’s new independent status. 

United States relations with the Government of Morocco and with 
the people of that country are excellent, the mission was informed; 
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United States relinquishment of consular jurisdiction as « result of 
legislation approved this year by the Foreign Affairs Committee had 
been received as a further evidence of our good will and recognition 
of their full status as a member of the family of nations. 

An Imperial Moroccan Army of 15,000 men has been formed with 
the aid of the French Members of the guerrilla forces, whose loyalty 
is certain, are being incorporated into the army. 

The mission was informed that a serious problem has confronted 
many of the servicemen and their wives who find it necessary to wait 
on immigration quotas before bringing their adopted children back 
to the United States. This has worked a serious hardship in cases 
where the visas have not been forthcoming when the parents were 
ordered returned to the United States for home duty. 


NOUASSEUR AIR DEPOT 


The study mission visited the Nouasseur Air Depot, located about 
20 miles south of Casablanca. It is the headquarters for SAMAE, 
Southern Air Materiel Area Europe, and has responsibility for pro- 
viding depot level logistical support to United States Air Force and 
Mutual Defense Assistance activities located in the southern European 
area. It also provides logistical and housekeeping support for rota- 
tional units of the Strategic Air Command and United States Air 
Forces in Europe. 

Housing facilities 

Before leaving the United States, the study mission received reports 
of inadequate troop housing facilities at Nouasseur. These reports 
were confirmed by personal observation and found to be conservative, 
Winterized tents and Dallas hutments, constructed of plywood walls, 
doors, and roofs, with tarpaper added for waterproofing, had been 
erected in 1951 for temporary use. They are still almost the only 
housing facilities, and are, in some instances, practically beyond repair- 
ing. Latrine facilities are also substandard. 

The family housing situation also presents a serious problem, 
With the limited funds available, every effort is apparently being made 
to cope with the need. Four hundred units of family rental housing 
are in process of construction. European trailers equipped with air 
conditioning, electricity, instantaneous hot water, electric refrigerators, 
and plumbing are being used to help alleviate the shortage. 

The mission inspected a trailer in the permanent court, now under 
construction, designed for 295 trailers. A lean-to patio, landscaping, 
and car driveway will be provided for each unit. The trailers are 
part of 3,000 purchased in Europe and scattered through France, 
Crete, Turkey, and North Africa wherever the housing situation is 
critical. They were purchased without running gear for about $3,000 
each. 

For. the troops, construction has been programed for sufficient units 
(dormitories) to take care of 400 men in fiscal year 1958 and 4,000 men 
in fiscal year 1959. 


Troop morale 


While at Nouasseur the members met and discussed conditions at 
the base with a number of servicemen. Considering their unpleasant 
housing facilities and limited off-base recreational facilities, their 
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morale was high. Understandably, none was enthusiastic about being 
stationed away from home, and all were unanimous in their desire 
for speedy improvement in living quarters. 


OTHER BASES IN MOROCCO 


The other three air bases operated by the United States in Morocco 
are Sidi Slimane, a bomber base 25 miles east of Port Lyautey, the Ben 
Guerir Bomber Base 50 miles north of Marrakesh, and the Boulhaut 
Fighter Base 33 miles northeast of Casablanca. These are under 
the operational control of Strategic Air Command’s 5th Air Division 
and are maintained in readiness for the rotational training of Strategic 
Air Command bomber and fighter units. 

At Port Lyautey, 27 miles north of Rabat, the capital of Morocco, 
are located United States Nava) Air fac ‘ilities, which provide a naval 
communications link between the main port of Casablanca and the 
ports of Europe. 

COST AND BENEFITS 


The estimated cost of the air base construction program in Morocco 
is approximately $400 million. Of this, less than $40 million remains 
to be completed. All air bases are operational and Boulhaut is com- 
pleted. 

Construction on-base is performed by a group of five American 
contractors operating as a joint venture under the name of Atlas 
Constructors. It combines the resources of Morrison-Knudsen Co., 
Inc., of Boise, Idaho; Bates & Rogers Construction Corp., of Chicago, 
Ill.; Ralph E. Mills Co., Inc., of Salem, Va.; Blythe Bros. Co., Inc., 
of Durham, N. C.; and Nello L. Teer Co., Inc., of Durham, N. C. 
By agreement with the French, Atlas must subcontract a portion of 
the work to local firms. All off-base work is performed by local firms. 

For its expenditures, the United States has 4 strategic air bases 
with a total land area of approximately 40,000 acres, with aprons 
and taxiways equal to a first-class highway 430 miles long, approxi- 
mately 200 miles of connecting roads, 400 miles of pipeline, 40 miles 
of railroad, buildings of approximately 5 million square feet of floor 
space, electric power generation capacity equal to the requirements 
of a city of 28,000 population, a water system capacity of 3,700,000 
gallons daily, and approximately 100 miles of fencing. 

At the peak of operations Atlas Constructors employed about 14,000 
Moroccan and European workers with a total turnover of Moroccan 
workers in excess of 30,000 since the start of operations. This has 
provided one of the best possible training schools for Moroccan heavy 
equipment operators; it has given Moroccans opportunity to learn 
various construction and mechanical skills, from carpentry to cabinet- 
making, operation of many types of equipment, with training to 
qualify as apprentice sheet-metal workers, millwrights, garage helpers, 
and highly skilled mechanics. 

As deterrents to Soviet aggression, the value of the bases in Morocco 
to the United States and the free world is very great under present 
conditions. In a monetary sense, their construction has also Goi of 
impressive help to the Moroccan economy which has received more 


than $138 million both directly and indirectly since the inception of 
the program. 
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LIBYA 
TRIPOLI 


The study mission conferred at Tripoli with Ambassador John C. 
Tappin, Mr. Marcus Gordon, Director of the JCA Mission, and Lt. 
Col. Joseph J. Schmidt, district engineer, Mediterranean District, and 
later in the day with Brig. Gen. Richard J. O’Keefe, commander, 
17th Air Force, at Wheelus Airbase, and members of his staff. 


WHEELUS AIRBASE 


The study mission visited Wheelus Airbase, near Tripoli, in Tripoli- 
tania, Libya, August 16. This airbase provides the United States 
with an additional link in its vital supply lines to points in the Medi- 
terranean-Middle East area. The United States has utilized the 
facilities of the Wheelus base since 1944. It was originally an Italian 
base known as Mellaha Airfield, captured by the British during the 
Second World War, used for a time and then abandoned. The 
original field comprised 315 acres and had only 1 runway. 
Arrangements with United Kingdom of Libya 

The United States occupies the base under an agreement made with 
the Government of the United Kingdom of Libya, September 9, 1954, 
and effective until 1970. State-owned property comprises 381.6 acres 
of the airbase. There is no rental payinent, although the agreement 
does not specifically state that state property will be leased without 
consideration. The Mellaha Salt Flats, situated in the center of the 
base, are also state owned, and are operated by the Libyan Govern- 
ment as a source of natural salt. 

The main base now contains 1,864.80 acres and, with outlying areas, 
there is a total of 3,355.47 acres under lease. This acreage does not 
include gunnery ranges used by agreement with the Libyan Govern- 
ment, as they vary from year to year, and have not been surveyed. 
Benefits 


Wheelus Airbase is 1,100 air miles, or 2 hours’ flying time, from 
Moscow. Its principal function is to maintain and operate the air- 
drome and auxiliary facilities in a state of constant readiness, and to 
provide a peacetime training facility. 

Because of its year-round nearly perfect flying weather, it is the 
principal base to which our European allies send their crews for air 
training. Visual flight conditions prevail about 98 percent of the 
time. 

Currently, improvements to Wheelus Airbase in Libya are being 
completed. 

Our presence in Libya represents a partnership of mutual advantage. 
We need the strategic base, and Libya in turn needs assistance from 
the United States. Economically, Libya has limited natural resources 
and traditionally has had to rely on foreign economic and technical 
assistance. 


Housing facilities 

While better than the housing facilities observed at the Nouasseur 
Airbase, accommodations at Wheelus Airbase leave much to be 
desired. Base airmen are housed in 26 dormitories of semipermanent 
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type consisting of 18 188-man size and 8 96-man size, of which 6 are 
old nonstandard type buildings. 

The base also carries a heavy load of transient airmen who are 
billeted in nine nonstandard buildings, as well as in tents, which require 
constant repair and maintenance. The current monthly average for 
this area is approximately 7,800 airmen, with a peak weekly load of 
3,700, which has to be handled with 514 bed spaces. 

Officer and family type housing accommodations are not sufficient 
in number to meet more than a part of the requirements. Some 
relief is also afforded here by resort to use of trailers. 


Troop morale 


A number of servicemen were interviewed by the members while 
at the Wheelus Base. Although the housing and on-base recrea- 
tional facilities were very much better than those at Nouasseur, 
without exception every one of the men with whom the subject was 
discussed expressed the keenest dissatisfaction with his assignment to 
the base. A strange local environment and sense of loneliness ap- 
peared to be a major factor in this feeling. One corporal summed 
up his reactions by expressing his disappointment that fundamental 
differences in customs and religious beliefs made adjustment to local 
conditions difficult for the servicemen. 


Cooperative attitude of the Libyan Government 


The Libyan Government has given us maximum assistance possible 
in making the Wheelus Air Base operational, the study mission was 
informed. This cooperative attitude has persisted in the face of 
propaganda hostile to the United States and its Western allies 
emanating almost daily from Egypt. 

This antiwestern propaganda lias sought to appeal to the Libyan 
— on the basis of Arab solidarity and religious belief. That it 
ias had some effect on the thinking of large numbers of the people was 
evident from the support given to a general strike called to express 
sympathy for Colonel Nasser’s position on the Suez situation. 

The strike coincided with the arrival of the study mission on August 
16. All places of business were closed and none of the Libyans em- 
ployed at the base showed up for work. It was impossible at the 
time to determine how much this reflected real sympathy for the strike 
and how much it simply reflected a fear of reprisals for failure to 
conform. 

The study mission was informed that United States relations with 
the Libyan people have been excellent. Reports available to the mem- 
bers of the study mission during the brief 1-day stop at Tripoli indi- 
cated that most of the disorders were expressions against the British 
Government for its Suez stand, and not against the United States or 
any of its citizens. Such acts of mob violence as took place during the 
strike were apparently rather minor demonstrations which were 
quickly and effectively controlled by the local Libyan authorities 
without difficulty. 


Unirep States Participation Witrn Auureo Forces SovurHern 
Europe AND WitH ALLIED Forces MEDITERRANEAN 


Headquarters of the Commander in Chief, Allied Forces, Southern 
Europe (CINCSOUTH), are located at Naples (Bagnoli), Italy, with 
subordinate jurisdictions as follows: 
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Commander, Allied Land Forces, Southern Europe, Verona, 
Italy. 

Commander, Naval Striking and Support Forces, Southern 
Europe, Naples, Italy. 

Commander, Allied Air Forces, Southern Europe, Naples, Italy. 

Commander, Allied Land Forces, Southeastern Europe, Izmir, 
Turkey. 

The study mission conferred with the commanding officers of these 
forces on matters relating to the Mutual Security Program and our 
collective defense effort. The members visited both Naples and Izmir 
for that purpose and while at Leghorn were briefed by the commanding 
officer from the headquarters at Verona. 

Headquarters of the Commander in Chief, Allied Forces, Mediter- 
ranean, are located at Malta, with subordinate commands for the 
Eastern Mediterranean at Athens, Greece; the Northeast Mediter- 
ranean at Ankara, Turkey; and the Central Mediterranean at Naples, 
Italy. 

In Athens the members conferred with the Chief of the American 
Military Aid Group. When the General Maurice Rose reached 
Istanbul, the mission was briefed by the Chief of the Military Aid 
Group in Turkey, who came from his headquarters at Ankara for that 
purpose. 





SETAF 
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(LEGHORN) 


(NAPLES) 


Map of Italy showing headquarters, Southern European Task Force (SETAF), 
Verona; Lines of Communication (LOC), Leghorn; Military Assistance 
Advisory Group (MAAG), Rome; and Commander in Chief, Allied Forces, 
Southern Europe (CINCSOUTH), Naples. 
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ITALY 
LEGHORN (LIVORNO) 


The mission’s first stop in Italy was at Leghorn (Livorno), where the 
members conferred at Camp Darby, the headquarters of the Southern 
European Task Force Support Command, with Brig. Gen. John H. 
Michaelis, the commanding general of the Southern European Task 
Force, with members of his staff, and with Mr. John F, O’Donnell, 
Jr., American censul at Florence. 

Camp facilities were inspected and proved impressively adequate by 
comparison with those seen at the North African bases. The mission 
was informed that relations with the Italians were most cordial. In 
spite of our substantial requirements, only $10 million to $12-million 
was being expended because of the generosity of the Italians in giving 
us existing facilities. 

Housing facilities were not a major problem. Arrangements had 
been made for channeling rentals of houses through one source and 
men with families were finding this method satisfactory, although 
rentals were high, averaging $90 to $100 per month. Utilities boost 
this another $30, with electricity running $15 to $20 monthly. Coal 
for heating is also expensive and has to be imported from the United 
States, Great Britain, Poland, and Russia. 


NAPLES (NAPOLI) 


At Naples members of the mission conferred with Adm. R. P, 
Briscoe and Maj. Gen. John S. Upham, at Headquarters, Allied 
Forces, Southern Europe. The headquarters were at nearby Bagnoli, 
reached by driving through a tunnel originally cut through a steep 
hillside in the days of the Romans. The friendly spirit of cooperation 
by the Italians was further confirmed by Admiral Briscoe and General 
Upham. 


GREECE 


During the brief stop at Athens, the members were briefed by 
Chargé d’ Affaires Ray Thurston, Maj. Gen. Haydon L. Boatner, 
Chief, Joint American Military Aid Group, Mr. Frank C. Grismer, 
ICA Mission Chief, and Mr. Dunean Emrich, Chief, Cultural Section, 
USIA. 

The study mission obtained the impression that while United States 
relations with the Greeks are cordial, there has been a deterioration 
in the past year due, at least in part, to the Cyprus question. 

Since World War II, net grants and credits extended to Greece by 
the United States have totaled something over a billion and a quarter 
dollars. ‘This figure is increased to approximately a billion eight 
hundred million when we include assistance extended indirectly 
through international organizations. The grant stage in economic 
assistance has passed, and our nonmilitary aid now consists solely in 
selling Greece our agricultural surpluses for local currency and giving 
them technical assistance. Much of the proceeds from the sale of sur- 
pluses will be used in Greece for development and defense support 
purposes. 

The mission was informed that Greece has enacted good laws 
regarding foreign investments, but due to bureaucratic redtape only 
about 18 out of 40 applications have so far been approved. 
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Map of Greece, with outline map of Connecticut inserted to show comparative 
distances 


A half million Greeks see American movies every month. The 
work of the USIS in presenting the American way of life has appar- 
ently met with a considerable measure of success, to judge from the 
bitter Communist criticisms. The Communist organizations have 
attacked us for the size of the USIS staff and have complained that 
it has penetrated every field of Greek life. 

The members were impressed with plans being made, subject to 
approval, to observe next year the 10th anniversary of the inaugura- 
tion of the United States aid program to Greece. 
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Map of Turkey showing headquarters, Commander, Allied Land Forces, South- 
eastern Europe (COMLANSOEAST), Izmir, and Joint American Military 
Mission for Aid to Turkey (JAMMAT), Ankara. 


TURKEY 
ISTANBUL 


As the General Maurice Rose sailed through the Dardenelle Straits 
and later reached the Bosporus, it was easy to see why they had so 
often been characterized as the most strategic waterways in the world; 

At Istanbul the members were met by Maj. Gen. Lawrence? R. 
Dewey, Chief of the Joint American Military Mission for Aid to 
Turkey, who had flown in from his headquarters at Ankara for the 
purpose of conferring with the mission. 

urkey has a unique and most important position in the defense 
osture of the free world, being on the western end of the Baghdad 
act and the eastern end of NATO. The Soviets have a large number 
of airfields and airplanes in the adjacent areas and their military ges- 
tures have forced the Turks for many years to maintain heavy defense 
forces. The Turks are a proud and independent people with a long 
tradition of patriotic service which leads soldiers to accept a mere 5 
lira annually in addition to his food and clothing. At the present 
official exchange rate this is only about 15 cents a month. 


IZMIR 


At Izmir, the mission had an opportunity not only to obtain a confi- 
dential briefing by Lt. Gen. George W. Read, Jr., Commanding Gen- 
eral, Allied Land Forces, Southeastern Europe, and Maj. Gen. Richard 
A. Grussendorf, of the 6th Allied Tactical Air Force, but also to 
confer with Ambassador Fletcher Warren and Mr. C. Edward Wells, 
public affairs officer, who had come to Izmir for the official opening 
of the Izmir International Fair on the previous day. 

The mission learned of tentative plans to observe the 10th anni- 
versary next year of the United States aid program to Turkey. 


OBSERVATIONS 


The members of the study mission were particularly impressed by 
the progress achieved by the United States and other member nations 
of NATO, in the areas visited, in integrating forces for defensive 
action against the Soviet threat. 
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In each European country visited, the members were informed by 
United States offieials that the local governments considered United 
Statesumembership vitalto the-eollective defénse effort of NATO-and 
that without our participation effective progress would hardly be 
possible. 

Soviet Russia and its satellites have-250 or more divisions. . In the 
service of the Soviet Union are more than’3 times NATO’s 6,000 
aircraft. The disparity between Soviet forces and those of the free 
world are still great, but the defense posture achieved by NATO is 
great enough-to compel caution on the part of any potential aggressor. 

Our observations pointed up the desirability of increasing our efforts 
through the United States.Information Service to let the people in 
other countries know and understand us better. We were impressed 
with the sincerity and the zeal.of the Americans engaged.in. this work 
and particularly by the excellence of the United Statés exhibits at 
the Izmir International Fair. 

Another matter worthy of study and consideration is the question 
of increasing exchange of teachers and students. A new country such 
as Libya poses problems not existing in other nations. Teachers from 
other countries find it extremely difficult to manage on the salaries 
Libya can afford to pay. Egypt has recognized this and is subsidizing 
the Egyptian teachers it is sending to Libya. American teachers, 
who could help in explaining the democratic way of life, are at a 
serious disadvantage, and little will be done in this field unless some 
way is found to overcome this difficulty. 

We would earnestly and respectfully recommend to the attention 
of the appropriate committees of the Congress the matters brought to 
our attention and discussed in this report concerning troop and family 
housing deficiencies at our overseas bases and the immigration ques- 
tions involved in the adoption of infant orphans by our service fam- 
ilies at these posts. Humanitarian considerations lead to the hope 
that steps may be taken quickly to assist these parents with their 
adopted children in clearing their admission to the United States. 

We have constructed great airbases in Morocco and Libya. In 
Moroeco we built the bases in partnership with the French under 
arrangements which may not have been completely satisfactory either 
to France or the United States. Some of the limitations on our troop 
ceilings have undoubtedly hampered operations. Until Moroccan 
independence our dealings were exclusively with the French. It was 
inevitable that at least minor misunderstandings occur, especially in 
such matters as hire of local labor. The mission was informed that 
most of these difficulties had been or were being ironed out and that 
further decisions regarding the status of the bases are to be anticipated, 

As members of the committee having primary legislative jurisdic- 
tion fcr authorization of Mutual Security program funds, we share 
the grave concern over the vast sums being spent in the defense effort, 
Our conferences during the trip, and our on-the-spot observations, 
brief as they of necessity were, convinced us that the large sums spent 
on our bases in North Africa must be considered in relation to our 
military defense spending asa whole. Their costs should be meas sured 
in terms of the security they help purchase and provide, along with 
what we spend on our own Army, Navy, and Air Force. As a “deter- 
sone to Soviet aggression, their true value cannot be assessed in funds 
alone. . 
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NATIONAL ADVISORY COMMITTEE FOR AERONAUTICS 
CONSTRUCTION PROGRAM 


Marcu 19, 1957.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Dura, from the Committee on Armed Services, submitted the 
following 


REPORT 


[To accompany H. R. 3377] 


The Committee on Armed Services, to whom. was referred the bill 
(H. R. 3377) to promote the national defense by authorizing the 
construction of aeronautical research facilities and the acquisition of 
land by the National Advisory Committee for Aeronautics necessary 
to the effective prosecution of aeronautical research, having considered 
the same, report favorably thereon without amendment and recom- 
mend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of this bill is to authorize construction, installation 
of equipment, and the acquisition of land at installations of the 
National Advisory Committee for Aeronautics, 


BACKGROUND OF NACA 


In view of the importance of the National Advisory Committee for 
Aeronautics in the basic research which leads to the ultimate develop- 
ment of our military airpower, the committee feels that it would be 
helpful and informative to describe briefly what the NACA is and 
the manner in which it functions. There is set out below, therefore, 
an excerpt from the 42d Annual Report of the NACA. 


During the 41 years since the Congress founded it as an 
independent Federal agency, the National Advisory Com- 
mittee for Aeronautics has sought to assess the current stage 
of development of aircraft, both civil and military; to 
anticipate the research needs of aeronautics; to build the 
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scientific staff and unique research facilities required for 
these research needs; and to acquire the needed new knowl- 
edge as rapidly as the national interest requires, 

By discharging its primary resporsibility—scientific lab- 
oratory research in aeeronautics—the NACA serves the 
needs of all departments of the Government. The President 
appoints the 17 unpaid members of the Committee, who 
report directly to him. They establish policy and plan the 
research to be carried out by the 7,900 scientists, engineers, 
and other persons who make up the staff of the agency 

The NACA research programs have both the all- inclusive, 
long-range objective of ac quiring new scientific know ledge 
essential to assure United States leadership in aeronautics 
and the immediate goal of solving, as quickly as possible, the 
most pressing problems. In this way, they effectively sup- 
port the Nation’s current aircraft and missile construction 
program. 

Most of the problems to be studied are assigned to the 
NACA’s research centers. The Langley Aeronautical Lab- 
oratory in Virginia works on structural, general aerodynamic, 
and hydrodynamic problems. The Ames Aeronautical Lab- 
oratory in California concentrates on high-speed aerody- 
namics. The Lewis Flight Propulsion Laboratory in Ohio 
is a center for powerplant studies. At the high-speed flight 
station in California special fully instrumented research 
aircraft probe transonic and supersonic problems in flight. 
The pilotless aircraft research station at Wallops Island, 
Va., is a branch of the Langley Laboratory where rocket- 
powered free -flight models are used to attack aerodynamic 
problems in the transonic and supersonic speed ranges. 

A major task of the NACA since its beginning in 1915 has 
been coordinating aeronautical research in the United States 
Through the members of the Committee and its 28 technical 
subcommittees, the NACA links the military and civil gov- 
ernment agencies concerned with flight. The aviation indus- 
try, allied industries, and scientific institutions, are also 
represented. 

Assisting the committee in determining and coordinating 
research programs are 4 major and 24 subordinate technical 
committees with a total membership of nearly 500. Mem- 
bers are chosen because of technical ability, experience, and 
recognized leadership in a special field. They also serve 
without pay, in a personal and professional capacity. They 
furnish valuable assistance in considering problems related 
to their technological fields, review research in progress at 
NACA laboratories and in other establishments, recommend 
new research to be undertaken, and assist in coordinating 
research programs. 

* * * * * 


Research coordination is also accomplished through fre- 
quent discussions by NACA scientists with the staffs of 
research organizations of the aircraft industry, educational 
and scientific institutions, and other aeronautical agencies. 
Through a west coast office the NACA maintains close 
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liaison with aeronautical research and engineering staffs in 
that important aviation area. 

The NACA sponsors and finances a coordinated research 
program at 33 nonprofit scientific and educational institu- 
tions, including the National Bureau of Standards. In 
this way scientists and engineers whose skills and talents 
might otherwise not be available contribute importantly to 
Federal aeronautical research. 

During the fiscal year 1956, the following institutions 
participated in NACA contract research: 


National Bureau of Standards 
University of Alabama 

Battelle Memorial Institute 
Polytechnic Institute of Brooklyn 
Brown University 

California Institute of Technology 
University of California 

Carnegie Institute of Technology 
Case Institute of Technology 
University of Cincinnati 
Columbia University 

Cornell University 

Franklin Institute 

Forest Products Laboratory 
Georgia Institute of Technology 
Johns Hopkins University 
University of Kentucky 
Lightning & Transients Research Institute 
Massachusetts Institute of Technology 
University of Michigan 
University of Minnesota 

New York University 

University of North Carolina 
University of Oklahoma 

Purdue University 

Syracuse University 

University of Washington 
University of Wisconsin 
Southwest Research Institute 
Stanford Research Institute 
Stanford University 

Stevens Institute of Technology 
Yale University 


Proposals from such institutions are carefully weighed 
to assure best use of the limited funds available to the NACA 
for sponsoring research outside its own facilities. Published 
research reports of the useful results of this part of the NACA 
program are distributed as widely as other NACA publica- 
tions. 

During the fiscal year, most of the NACA technical 
subcommittees reviewed research proposals from out- 
side organizations or gave attention to research reports 
of completed contracts. There were 43 sponsored-research 
reports released during fiscal 1956. 
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Most of NACA’s. research information is distributed 
by means of its publications. Technical notes and re- 
ports are not classified for military security reasons and 
are available to the public in general. Translations of 
important foreign research reports appear as_ technical 
memorandums. The NACA also prepares research reports 
containing classified information. For reasons of national 
security, these receive carefully controlled circulation. 
When such information can be declassified, the research 
reports may be given wider distribution. Current NACA 
publications are announced in the NACA Research Ab- 
stracts. 

Every year the NACA holds a number of technical 
conferences with representatives of the aviation industry, 
the universities, and the military services present. At- 
tendance at these conferences is restrieted because classified 
material is presented and the subject matter discussed at 
each conference is focused on a specific field of interest. 


Summary, construction and equipment program 


















Project Location Estimated 
cost 

2 Gnet Serene SNUG... 5. ivnccinctshivevtianschbiaememenetancetmiaeel Ames.....- $11, 731. 000 
High-speed leg for the unitary plan GUIDES oo acnctnciensesn cee eae Langley... .. 750, 000 
Hypersonie physics test area , 4 deeta dl cg be siecess 1, 987, 900 
Modifications to the component research facility for Taw 2.46 f, 655, 000 
Data reduction center é edudobbid Langley 3, 067, 200 
Expansion of the propulsion systems laboratory - Sto Lewis. - . 5, 800, 000 
Modernization of instrumentation. Wallops 2, 560, 000 
Improved air supply for the intern: il flow labor: story Langley 858, 000 
Bypass air system for the unitary plan tunnel Ames 100, 000 
Boundary-layer removal for the 14-foot transonic tunn ..-d0 4, 435, 000 
Flow improvement in the unitary plan tunnel... ..do 255, 000 
Land acquisition , PRONE, kA ..| Lewis 300. 000 
Modification of the 26-inch transonic tunnel. .....--..--.. | Langk 346, 400 
Central heating system for the east area_........................ do... 209, 100 
Hypersonic helium blowdown tunnel_.............-.-....2-----...2-2------} ----- do. 796, 600 
Rocket syubemns sesearoh facility... .2cincnn-scapeendsetiel einlties scien Lewis__ 5, 700, 000 
Ne nnn UU Si ne a, Canc e naan tama Langley 148, 800 

reel, a ee TENS BIO RIEN no cnccncsarsbunsistcitctnadictiniintinn timate’ Saha Sieew 44, 700, 000 


There is set out above a summary of the construction and equip- 
ment program which permits a quick analysis of what H. R. 3377 
contemplates. It is the committee’s view, however, that there 
should be set out a functional summary of this program in order 
that it may be immediately evident what items fall under the head- 
ings of new facilities, expansion of existing facilities, modernization 
of facilities, and general plant and utility improvements. Such a 
functional summary is set out immediately below: 
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Functional summary, construction and equipment program 


New facilities for hypersonic research: 


3.5-foot hypersonic tunnel (Ames) --_.....---- $11, 731, 000 
High-speed leg for the unitary plan tunnel 

TRON Kc. «0. ck See keh week Oo eee 750, 000 
Hypersonic physics test area (Langley)__.._.-- 1, 987, 900 
Hypersonic helium blowdown tunnel (Langley)- 796, 600 
Rocket systems research facility (Lewis)...._~- 5, 700, 000 


$20, 965, 500 
Expansion of facilities for nuclear research: 
Modifications to the component research facility 
for nuclear propulsion (Lewis)_.............--.--...-.. 5, 655, 000 
Modernization of research facilities: 
Expansion of the propulsion systems laboratory 


ChiOWIO a5 kok e oo Saba aks eee 5, 800, 000 
Bypass air system for the unitary plan tunnel 

(Ames)... .... HRC eileen. oo ces 100, 000 
Boundary-layer removal for the 14-foot tran- 

aonie ‘tunnel. (Ames) ui. ~én nes nes t 9 4, 435, 000 
Flow improvement in the unitary plan tunnel 

EOI oc ona. = cae eres Brodie onc abc tat ee 255, 000 
Modification of the 26-inch transonic tunnel 


(hangley}suicsied.slsssese aii cide 346, 400 
——————_§10, 936, 400 
Modernization of supporting technical facilities: 


Data reduction center (Langlev)__.-._.___-. 2 3, 067, 200 
Modernization of instrumentation (Wallops) -_- 2, 560, 000 
Improved air supply for the internal flow lab- 
orakory (Langley) ... oo 5... eth csencncechd 858, 000 
ee 6, 485,200 
General plant and utility improvements: 
Land acquisition (Lewis)_.......-..-..--.--- 300, 000 
Central heating system for the east area 
RRO). ioea ss tion ua san of came rata noah ina ero 209, 100 
West area approach road (Langley)..........- 148, 800 
—_————— 657, 900 
Total, fiscal year 1958 program._.._..s..0.--2-.- eee ee 44, 700, 000 


CHANGED CONCEPTS OF MILITARY POWER 


The airplane, the missile, and the atomic fission and fusion bombs 
have changed concepts of military power and the course of history. 
The Soviet Union. is making a tremendous effort to surpass us; her 
technology, her scientific manpower, and her stockpile of modern 
weapons “have made great strides. Informed sources believe that the 
quality of our weapons taken as a whole is ahead, but the gap is rapidly 
closing. 

OUR DEPENDENCE ON AIRPLANES AND MISSILES 


Our national security depends on an adequate number of airplanes 
and missiles of superior performance. Numbers alone are insufficient 
unless their performance is at least equal to those our skilled airmen 
may be called upon to oppose. It is the task of the aeronautical 
laboratories not only to provide the new ideas necessary to insure 
superior performance, but at the same time to prove in advance the 
soundness of the design as a whole. The NACA’s work, therefore, 
falls into two principal categories: (1) research to furnish new ideas; 
and (2) the application of new ideas to current military designs in 
cooperation with industry. 
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THE NEED FOR RESEARCH FACILITIES 


To advance the frontiers of speed, altitude, and range, special 
research facilities are required. Until recently the NACA has had 
insufficient knowledge to reproduce the conditions of high speed and 
temperature experienced in hypersonic flight. It has had to be 
content with small scale exploration of many ideas and it knows now 
how to proceed with pilot facilities and in some cases with larger 
facilities which give results immediately applicable in design. 

H. R. 3377 reflects NACA’s urgent need for additional facilities for 
research in the hypersonic speed range, and the continuing need 
for modernizing existing facilities for the solution of new problems in 
the subsonic, transonic, and supersonic speed ranges. 


DEFINITION OF TECHNICAL TERMS 


The activities of the NACA are in great part carried on in a field 
somewhat foreign to the layman. Many of the terms which are 
used in the description of their operations and in the text of this 
report are not such as are used in the everyday parlance. For a full 
understanding of the projects contemplated by H. R. 3377, the 
committee feels that it would be helpful if some of the more technical 
terms were defined. It, therefore, has inserted in the report a glossary 
of terms which it hopes will make for greater understanding of the 
important work performed by the NACA. The glossary will be found 
immediately following the construction justification. 


JUSTIFICATION FOR CONSTRUCTION PROJECTS 


8,5-foot hypersonic tunnel 


The construction of a 3.5-foot hypersonic tunnel at the Ames Aero- 
nautical Laboratory is proposed to investigate ths aerodynamics of 
aircraft capable of steady level flight at hypersonic speeds. The 
proposed facility will be capable of duplicating flight Reynolds 
numbers at Mach numbers from 5 to 10, and flight temperatures at 
flight Reynolds numbers at a Mach number of 5. The tunnel will 
accommodate models large enough to permit the scaled duplication 
of aircraft structural components so that detailed studies can be 
made of aerodynamic heating on the aerodynamic characteristics of 
hypersonic aircraft as they occur in flight. 


Aerodynamic heating 


Aerodynamic heating is one of the foremost problems encountered 
in flight at hypersonic speeds. The success or failure of a hypersonic 
aircraft may well depend on how it reacts to the temperatures and 
heating rates encountered in flight. At present, the design of such 
vehicles would have to proceed without detailed knowledge of their 
aerodynamic characteristics since much of the needed design informa- 
tion is not available. This proposed tunnel is designed to provide 
detailed and integrated studies of all required aerodynamic charaeter- 
istics under conditions comparable to those that would be encountered 
in flight. The tunnel will duplicate flight Reynolds numbers and 
flight air temperatures so that the details of convective heat-transfer 
to a vehicle may be studied under conditions corresponding to those 
that would be encountered in flight. Since the nozzle walls of this 
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facility remain cool, the heat radiation from the model surface will 
approximate that experienced by an aircraft at hypersonic speeds 
and the counterbalancing effects of convective and radiative heat 
transfer can be observed as they would occur in flight. 

The proposed tunnel will also be used to study the overall aspects 
of convective heating for a complete configuration. In this connection, 
an analysis has been made which demonstrates that a wind tunnel can 
simulate the heating histories of vehicles in level flight in essentially the 
same manner that the atmospheric-entry simulator reproduces the 
heating histories of ballistic-type vehicles. The simulation requires 
that flight Mach numbers, stream temperatures, and Reynolds 
numbers be duplicated, and that the essential components of a vehicle 
be reproduced in scale. The committee wishes to point out the 
strikingly dramatic function of this tunnel by stating that testimony 
received by the committee indicated that a one-tenth scale model 
tested in the wind tunnel for 1 minute would simulate the heating 
experienced by a full-scale vehicle in a flight at a Mach number of 5 
over a distance of about 6,000 miles. 


Summary 

In summary, the designer of hypersonic aircraft is confronted with 
difficult problems in the fields of aerodynamic heating, stability, con- 
trol, and performance which can be solved only with the aid of detailed 
and accurate data from tests which duplicate actual flight conditions. 
Much of the required data could be obtained in the proposed tunnel. 
The facility will provide test Mach numbers of 5, 7, and 10, and at 
each of these Mach numbers typical flight Reynolds numbers will be 
duplicated. The duplication will be adequate for the study of many 
hypersonic design problems, particularly those of performance and 
control. The facility will also be capable of operation at stagnation 
temperatures up to 2,000° F. at all Mach numbers. 


HYPERSONIC BLOWDOWN TUNNEL 


The second facility proposed for basic hypersonic research is & 
helium blowdown tunnel. Experimental rocket-propelled vehicles 
are attaining speeds in excess of those which can be studied in existing 
experimental facilities. 


Earth satellite 

The current earth satellite program and military plans for long- 
range missiles point up the actual need for greater information on 
phenomena which occur at speeds attainable in outer space. There 
is no wind tunnel available for testing at Mach numbers much above 
10 and the likelihood of an air tunnel achieving Mach numbers much 
in excess of this appears remote because of the extreme pressures and 
temperatures required for air. 


Helium as test medium 

An analysis of the potentialities of helium as a test medium has 
shown it to be highly suitable for hypersonic research at speeds far 
above the capabilities of air tunnels. The practicality of a helium 
tunnel has also been experimentally demonstrated. While helium 
does not permit exact simulation of flow conditions for air, for pur- 
poses of basic fluid mechanics research, the difference is of little 
consequence, 











8 AERONAUTICS CONSTRUCTION PROGRAM 


The proposed hypersonic blowdown tunnel will use helium as a 
test medium and will be capable of operating at Mach numbers from 
10 to 25. 

HIGH-SPEED LEG FOR UNITARY PLAN TUNNEL 


The project entitled “High-Speed Leg for the Unitary Plan Tunnel” 
covers construction of two fixed nozzles. The project as now contem 
plated will cover the Mach number range between 10 and 12. 


ROCKET SYSTEMS RESEARCH FACILITY 


The rocket systems research facility project at the Lewis Flight 
Propulsion Laboratory proposes the construction of two new buildings 
and the alteration of an existing building to provide research stands, 
cells, and laboratories. 

The i increasing application of rocket powerplants and the use of new 
propellants has brought new and pressing problems in controls, pump- 
ing, and the interferences caused by close coupling of multiple-engine 
systems. In long-range ballistic missiles, these problems are greatly 
accentuated. 

Directing the missile 

Making sure that the missile is directionally on its proper course is 
only part of the problem; in addition you have to make sure that the 
missile is traveling at precisely the right speed when the rocket motor 
burns out. Otherwise, of course, the target will be overshot or under- 
shot. Single rocket engines, each with Uirusts much greater than that 
of present turbojet engines, must be operated together. 


V-2 and ICBM 


The rocket motor of the V-2 burned for about 70 seconds. Purely 
for illustration, let’s say the burning time of one concept of an ICBM 
might be about 3 times that, some 200 seconds. During that time— 
3% minutes—the fuel and oxidant might be pumped into the combus- 
tion chamber at the rate of about a ton a second. 

Calculations indicate that if the missile is going to destroy a priority 
target the rocket motor must operate with a degree of precision which 
has not been used before in devices of this size or complexity. In 5 
minutes a missile must reach an altitude of 500,000 to 1 million feet, 
traveling at a velocity of 18,000 miles per hour. If the velocity is 
18,005 miles per hour, it misses the target by 5 miles. Likewise if 1 
percent of the propellant isn’t used, the miss may be measured in 
hundreds of miles. 

Pumps for rocket propellants must operate under severe condi- 
tions, such as with surging inlet pressure due to boiling of the fluids 
being handled. Turbines and their gas generators for driving the 
pumps must be adapted to use the same propellants as the main 
rocket combustion chamber to avoid the need for separate tanks and 
flow systems. The proposed facility will be equipped to handle inert 
fluids such as water and liquid nitrogen for research on flow funda- 
mentals, as well as liquid rocket propellants. 

The design of the bearings and seals used in the liquefied gas pumps 
require studies in a new field involving unfamiliar phenomena that 


have not been significant in usual bearing applications. pn 


these phenomena are: Extreme dangers from leaks in bearings an 
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seals; handling fluids hostile to lubricants and lubrication; and lubri- 
eation at temperatures of boiling hydrogen (—424° F.). 

This proposed new facility will make possible research on these and 
many other rocket problems. APSE research will be directed 
at providing pumps and turbines that are opereble with boiling and 
corrosive fluids, that deliver large flow aah fk high pressures, that 
have suitable suction characteristics, and that have maximum efficien- 
cies and minimum size and weight. Controls research will have the 
objectives of accurately controlling the rocket thrust-time relationship, 
accurately monitoring propellant consumption, obtaining desired fluid 
flow-pressure-time sequence in the turbopump, and providing a reliable 
system that operates smoothly, without pulsation, vibration damage, 
or malfunctioning. Bearing and seal research will be directed at 
developing bearings and seals which will operate satisfactorily and 
reliably in corrosive and low viscosity fluids, and at very high as well 
as at very low temperatures. 


HYPERSONIC PHYSICS TEST ARBA 


Research on materials, structures, and aerodynamics at elevated 
temperatures requires the investigation of probleins at all points along 
the Mach number and temperature scales up to Mach numbers of 20 
or more. Experimental equipment and facilities suitable for such 
investigations, as well as the problems themselves, differ greatly in 
nature as the speeds and temperatures increase. The development 
of large-scale devices capable of producing extremely high temperature 
and at the same time capable of representing correctly other environ- 
mental conditions such as speed, gas chemistry, and time durations 
has not yet been accomplished satisfactorily. For this reason, 
NACA seeks on a small scale to try ideas for accomplishing such 
developments while at the same time utilizing for limited research the 
equipment produced for such trials. 

The proposed hypersonic physics test area is designed to facilitate 
progress in the general area of equipment and technique development 
in the higher temperature ranges while at the same time providing 
safe and integrated means for conducting exploratory research at 
these temperatures. The facilities proposed for the test area include 
chemical jets providing temperatures up to nearly 11,000°7"., and 
hypervelocity guns to conduct research relating to problems of missile 
countermeasures and meteor impact problems. 

The five projects outlined are NACA’s proposed new facilities for 
hypersonic research. 


MODIFICATION OF NUCLEAR RESEARCH FACILITY 


A modification and extension of the component research facility for 
nuclear propulsion presently under construction near Sandusky, Ohio 
is proposed. This research facility is for research on components for 
use in nuclear-powered aircraft under realistic conditions of radiation, 
temperature, and pressure. The design studies of the reactor, the 
committee was informed, show that it will provide an excellent source 
for high-level radiations. 

Experie nce to date in the aircraft nuclear propulsion program has 
brought to light the need for extensive auxiliary equipment and 
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laboratory facilities. The results of tests must be analyzed adequately 
and rapidly, making necessary the addition of more extensive facilities 
for handling and studying highly radioactive materials than first 
contemplated. A secondary reflector of beryllium is required to 
provide a higher and improved flux distribution in the large test holes. 
A large air supply and emergency power supply is needed to carry on 
certain types of experiments. A radiation analysis laboratory is 
required for the study of the effects of radiation on aircraft structures 
and equipment. 


Recent experiments by AEC 

Recent reactor runaway experiments by the Atomic Energy Com- 
mission have resulted in a requirement for improved containment of 
the NACA reactor to insure safety to the surrounding area in event 
of an accident. The facility under construction has been designed to 
achieve the larger and more complex containment vessel required. 
Other modifications are needed to meet the requirements of the Atomic 
Energy Commission’s Safeguard Committee including (1) additional 
retention basins; (2) additional cooling tower capacity for use as a 
secondary coolant for some experiments; (3) additional equipment 
in the primary and secondary water supply systems to provide for 
safer operation and better continuity of operation; and (4) an addi- 
tional independent power line to provide for continuity of operation 
and increased safety to the facility. 


MODERNIZATION OF RESEARCH AND TECHNICAL FACILITIES 


The other items in the proposed construction program are for 
modernizing existing research and technical facilities and for general 
plant and utility improvements. 


Propulsion systems laboratory 


It is proposed to expand the existing propulsion systems laboratory 
at the Lewis Laboratory by the installation of facilities to investigate 
the performance of engines up to Mach numbers in excess of 4.5-using 
the free-jet technique. The facilities recommended will also permit 
the more extensive use of high-energy fuels in large full-scale engine 
tests. 


Bypass system 

A bypass system for the Ames Laboratory unitary plan tunnel will 
substantially improve the usefulness and value of the 9- by 7-foot 
supersonic circuit of this tunnel by eliminating surging of the flow 
through the compressor which drives air through the 2 supersonic 
circuits of the tunnel which is encountered under some conditions, and 
by reducing power losses in the diffuser, resulting in some increase in 
maximum Mach and Reynolds numbers. 


Auxiliary suction 

It is proposed that auxiliary suction be applied to the slotted test 
section of the Ames Laboratory 14-foot transonic wind tunnel for 
boundary layer removal. Since the design of the 14-foot transonic 
tunnel was completed, important advances have been made in tran- 
sonic wind-tunnel design. The application of auxiliary suction to the 
plenum chamber surrounding the test section has proven to be the 
most beneficial of recent improvements to transonic tunnels, This 
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improvement, the committee was cautioned, should be applied to the 
14-foot transonic tunnel without further delay. 


Boundary-layer removal system 

The addition of the boundary-layer removal system will permit 
the tunnel’s effective model size to be doubled, will increase the Mach 
number limit from 1.2 to 1.4, and will reduce the need for overload 
operation of the main drive motors over most of the tunnel’s speed 
range. 
Improvement in airflow 

It is proposed to improve the airflow in the 11-foot transonic tunnel 
circuit of the Ames unitary plan tunnel. The acquisition of new 
knowledge on the characteristics of transonic test sections indicates 
that significant improvements in the quality of the airflow can be 
achieved by altering the method of venting the test section and by 
redesigning the bypassed air reentry region at the downstream end 
of the test section. The proposed modernization offers the possibility 
of a decrease in the Mach number variations in the test section and 
an improvement in the airflow at the diffuser entrance of sufficient 
magnitude to result in a decrease in the required tunnel drive power. 


Flutter investigations 

It is proposed to modifv the Langley Laboratory 26-inch transonic 
blowdown tunnel by installing an alternate 20-inch square test section 
to extend the maximum attainable Mach number of the facility from 
about 1.4 to about 4.0. This tunnel is used primarily for flutter in- 
vestigations. The nature of the flutter problem at the higher Mach 
numbers is relatively unexplored and is urgently in need of investiga- 
tion. 

In addition to modernizing the research facilities just discussed, it 
is also necessary to modernize three of our supporting technical facil- 
ities. 

The capabilities of the research vehicles used in the conduct of aero- 
nautical research at the pilotless aircraft station at Wallops Island 
have exceeded the ability of the ground instrumentation to provide 
full coverage of a research flight. It is essential that modern instru- 
mentation be provided to obtain urgently needed data in the hyper- 
sonic speed range. The project covers two tracking radars, telemeter 
receiving equipment, an increased range Doppler system, and auxiliary 
equipment. 

A data reduction center is required for the expansion and improve- 
ment of the automatic data-processing facilities at the Langley 
Aeronautical Laboratory. The complex problems involved in research 
at increased flight speeds and altitudes and on new aircraft configura- 
tions requised for supersonic flight have greatly increased the amount 
of required data reduction and analysis. The new building will 
centralize existing data-processing facilities, improve operating 
efficiency, and provide on-line data-processing service for three major 
wind tunnels. 

The increasing need for structures research at high temperature 
has made marginal an existing central compressor system at the 
Langley Aeronautical Laboratory which supplies air to several research 
facilities. An improved air supply for the internal flow laboratory 
will permit the installation of the necessery additional compressor 
capacity. 











12 AERONAUTICS CONSTRUCTION PROGRAM 


PLANT AND UTILITY IMPROVEMENTS 


With regard to general plant and utility improvements, it is pro- 
osed (1) to acquire approximately 115 acres of land adjacent to the 
zwis Laboratory to permit the future expansion of research facilities, 

(2) to install two boilers in the heating plant near the Langley Labora- 
tory full-scale tunnel in place of the '8 low- -pressure boilers which are 
nearing the end of their useful lives after more than 15 years of 
operation, and (3) to construct a new west area approach road at the 
Langley Laboratory which is necessitated by the Air Force installa- 
tion of a runway extension. 


Construction and equipment program, by laboratory 


Langley Aerona'itical Laboratory: 
High-speed leg for unitary plan tunnel__-_.-.---- $750, 000 
Hypersonic physics test area.............---.--- 1, 987, 900 
Pe aR ROMEO ik iin steals obs eciiad ail aa tein 3, 067, 200 
Improved air supply for the internal flow labora- 


NE te criss ae sk se eeu eas aoe a ee eae 858, 000 
Modification of the 26-inch transonic t'innel ___ ___- 346, 400 
Central heating system for the east area_________- 209, 100 
Hypersonic helium blowdown tunnel_.......--- ~~ 796, 600 
WORD BEOE GRDROROR TORE. 6 ies ccenea ceasicwes ca 148, 800 
a a ce ie aoa uneee $8, 164, 000 
Ames Aeronautical Laboratory: 
3.5-foot hypersonic tunnel___........--.-------- 11, 731, 000 
3ypass air system for the unitary plan tnnel-_-_-_-- 100, 000 
Boundary-layer removal for the 14-foot transonic 
ONS ES Pe SE ee ras ar oie 4, 435, 000 
Flow improveme nt in the unitary pli an tunnel____- 255, 000 
NE RN 2 se or a en Sees ei, Seon ls lle tee 16, 521, 000 
Lewis Flight Propulsion Laboratory: 
Modifications to the component research facility for 
ne OMEN arc cn cau ca ce eee aan 5, 655, 000 
Expansion of the propulsion sy stems laboratory _.. 5, 800, 000 
Land acquisition id ee oe beret ostt. 300, 000 
Rocket systems research fac ility Sa ee ae i att | 5, 700, 000 
CL CI nn oe eee neck eae Oe ee eee 17, 455, 000 


Pilotless aircraft station: 
Modernization of instrumentation 


TN WU gt aE at wren aaa Dik a oop raat ee ate 2, 560, 000 


AD tet 6a ctcnddeadbacecneresadeabes ae 44, 700, 000 


GLOSSARY OF TERMS 
seryllium 

A hard, light metal resembling magnesium in appearance and 
chemical properties. When used in the presence of nuclear radiation, 
has the peculiar property of reflecting as well as increasing the supply 
of neutrons when used as a reflector in a nuclear reactor. This 
increases the intensity of radiation in the reactor. 


Blowdown tunnel 
A wind tunnel where the flow is produced by the discharge of a 
reservoir of compressed gas. The tunnel may connect a high-pressure 


reservoir to an evacuated reservoir permitting a gas such as helium 
to be saved for reuse. When air is used, the tunnel may discharge 
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directly to the atmosphere. A relatively small amount of power may 
be used to pump up the reservoir over a period of hours, while the 
discharge of the reservoir may take place in a matter of minutes or 
seconds to produce hypersonic and supersonic test conditions, 


Boundary layer 


The thin layer of air next to the outside surface of a body moving 
air which tends to stick to the body and move along with it, ‘This 
thin layer flows off the aft end of the body as a wake. 


Convective heat transfer 
Convective heat transfer is the transfer of heat from a hot gas 


moving by the outside of a body, to the body. It is similar to being 
heated by hot wind, even though you may be in the shade. 
Diffuser 

The term applied to a portion of a duct or pipe containing a flowing 
gas in which the cross section area is changed at a carefully controlled 
rate in order to slow down the air with a minimum disturbance to the 
flow. When the gas is flowing at subsonic speeds, enlarging the cross 
section area decreases the rate of flow, while at supersonic speeds 
decreasing the cross section area also decreases the rate of flow. 
Doppler system 

A type of radar for measuring the speed of a body moving away 
from or toward the radar. Due to the speed of the body, the fre- 
quency of the electronic radiation of the radar is changed by an amount 
proportional to the speed This effect is similar to the frequently 
heard phenomena of the change in tone of a locomotive whistle at a 
grade crossing. The pitch of the whistle increases as the locomotive 
approaches and decreases as it goes away. 
Hypersonic speed 

Generally used to describe speeds greater than five times the speed 
of sound. The type of airflow that occurs at supersonic flight speed 
is different from the type of airflow that. occurs at subsonie flight 
speed. The type of airflow that occurs at hypersonic flight speed, in 
turn, is also different from that .which occurs at supersonic flight 
speed. 
ICBM 

Abbreviation for intercontinental ballistic missile. 
Mach number 


Airspeed divided by the speed of sound in air; hence, the multiple 
of the speed of sound for airplane or missile tlight speed or of the 
flow through a wind tunnel. 

For example, Mach No. 1 at sea level equals 763 miles per hour 
(the speed of sound); Mach No. 1 at 25,000 feet equals 690 miles per 
hour; Mach No. 1 at 50,000 feet equals 660 miles per hour, 


Oridant 


A rocket must carry its own oxygen with which to burn fuel for 
propulsion, Oxidant is the term for the chemical which supplies 
the oxygen. It may be liquid oxygen, acid, or other chemical con- 
taining oxygen, 


23009°—58 H. Rept.. 85-1, vol. 1——64 
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Plenum chamber 


An enlarged chamber in an airflow system where the air moves 
at relatively low speed, similar to a settling basin in a waterflow 
system. 


Radiative heat transfer 


Transfer of heat from a warmer body to a colder body or gas by 
means of radiation, identical with the manner in which the sun’s 
heat reaches the earth. 


Reynolds number 


A measure of the scale or size of airplane or missile model and test 
flow conditions at which aerodynamic tests are conducted. It is 
directly proportional to the density of the air, the size of the model, 
and the airspeed, and inversely proportional to the viscosity of the air. 
If wind tunnel experiments are conducted in air which is compressed 
to 10 times the density of atmospheric air, the results would be appli- 
cable to an airplane 10 times as large as the model tested. Wherever 
possible, the Reynolds number of wind tunnel tests should be the same 
as the flight conditions of the actual missile or airplane. 


Slotted test section 


A term used to describe the test section of a transonic wind tunnel. 
The test section contains numerous open slots in ‘the -waill rutyning 
parallel with the airflow in order to minimize and absorb the effects of 
the shock waves occurring on the model in the transonic speed region. 


Stagnation temperature 


The temperature measured in a moving airstream when the air is 
brought to rest. In the process of bringing the air to rest, such as on 
the nose of a missile, the air is compressed and is hotter than the 
surrounding air, a serious problem at supersonic and hypersonic speeds. 


Supersonic speed 


Flight speed greater than the speed of sound. Usually referred to 
as the speed range from Mach No. 1 to Mach No. 5. At these speeds 
shock waves spread like the waves from a moving ship. 


Telemeter device 


A device for the remote reading of experimental measurements. 
As used in this report, refers to the conversion of instrument readings 
on rocket-propelled, free-flight models to radio signals, and the 
deciphering of these radio signals on the ground by suitable recording 
devices to provide scientific research information. 


Transonic speed 


Term used for the speed range from approximately 0.8 to 1.2 times 
the speed of sound. In this speed range the local velocities of flow 
around an airplane or missile may be partially subsonic and partially 
supersonic, and many complex flow phenomena occur which are 
difficult to predict. Supersonic shock waves start to form in this 
speed range. 
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WIND TUNNEL 


Since so much of NACA’s work relates to the use of wind tunnels 
and in view of the fact that these facilities represent very large 
expenditures of Federal funds, the committee feels that a description 
of a wind tunnel would prove helpful to the Members of the House in 
the same fashion as the glossary of terms set out above. 

A wind tunnel is a device whereby the flight of an airplane or a 
missile or any object affected by the movement : of air may be simulated 
under laboratory-controlled conditions. After mounting a body on 
balances to measure the forces acting on it, a carefully controlled 
airstream is blown over the body to provide conditions corresponding 
to flight. 

Since the early use of wind tunnels by the Wright brothers, such 
devices have become highly specialized tools. There are subsonic 
wind tunnels, transonic wind tunnels, supersonic wind tunnels, and 
hypersonic wind tunnels. In two of the NACA subsonic wind tunnels 
it is possible to mount a complete operating airplane. 

Wind tunnels are used, first to acquire research information that 
will be used by designers to predict the performance of an airplane 
or missile, the strength of its wings, and how well it will fly and 
maneuver. As the design progresses, models representing the 
designers’ best efforts are tested in wind tunnels to see if the predie- 
tions were accurate. After the airplane or missile has flown, wind 
tunnel tests are again conducted to show how to correct difficulties 
that could not be foreseen in the earlier tests. 

Wherever possible, it is much less expensive to run wind tunnel 
test than flight tests, provided the flight conditions can be adequately 
reproduced in the wind tunnel. 


FISCAL DATA 


Enactment into law of this measure will involve the expenditure 
of $44,700,000 in Federal funds. 


DEPARTMENTAL DATA 


H. R. 3377 represents the construction program of the National 
Advisory Committee for Aeronautics and has the approval of the 
Bureau of the Budget as is evidenced by letter dated January 18, 
1957, from Mr. J. F. Victory, executive secretary, National Advisory 
Committee for Aeronautics, which is set out below and made a part 
of this report. 


NatronaLt Apvisory CoMMITTEE FOR AERONAUTICS, 
Washington, D. C., January 16, 1957. 
The Honorasie Sam RaysBurn, 
Speaker of the House of Representatives, 
House of Representatives, 
Washington, D. C. 
Sir: The National Advisory Committee for Aeronautics respect- 
fully submits for your consideration a draft of proposed bill to pro- 
mote the national defense by authorizing the construction of aero- 
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nautical research facilities and the acquisition of land by the National 
Advisory Committee for Aeronautics necessary to the effective prose- 
cution of aeronautical research. 

The purpose of the proposed legislation is to provide legislative 
authorization for the Committee’s 1958 construction program as 
approved by the Bureau of the Budget and is in accord with the 
President’s program. 

The NACA has been authorized by the Bureau of the Budget to 
submit this proposed legislation to the Congress. It is respectfully 
requested that it be introduced in the 85th Congress. 

Sincerely yours, 
J. F. Vicrory, 
Executive Secretary. 


O 
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BANKHEAD-JONES REFINANCING LOANS 


Marcu 20, 1957.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Coo.ey, from the Committee on Agriculture, submitted the 
following 


REPORT 


[To accompany H. R. 3988} 


The Committee on Agriculture, to whom was referred the bill 
(H. R. 3988) to amend the Bankhead-Jones Farm Tenant Act, as 
amended, to provide more flexibility in refinancing loans, and for 
other purposes, having considered the same, report favorably thereon 
without ainendment and recommend that the bill do pass. 


STATEMENT 


In Public Law 878, 84th Congress, the Bankhead-Jones Farm 
Tenant Act was amended to provide that until June 30, 1959, loans 
might be made to eligible farmers for the purpose of refinancing 
existing indebtedness. The amendment further provided that no 
such loans should be made to an applicant whose total indebtedness 
is in excess of the value of his real estate, less any prior lien indebted- 
ness not to be refinanced, and the reasonable value of his livestock and 
farm equipment, unless the aggregate of his outstanding indebtedness 
should be adjusted so as to be within such values. 

In administering this new provision of law it was quickly discovered 
that the criteria established by the new law were too restrictive. 
They did not, for example, permit the attaching of any value to crops 
which the farmer might have in storage or to other farm inventory. 
In many instances this inventory is of substantial value and should be 
taken into consideration in any determination of the farmer’s net 
worth. 

The purpose of this bill is merely to establish a more realistic basis 
for determining a farmer’s net worth for purposes of this particular 
program. It would permit the Secretary to take into consideration 
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the value of his real estate and “the reasonable value of the applicant’s 

personal property of security value as determined by the Secretary.” 
At the hearing on the bill the major farm organizations and the 

Department of Agriculture appeared in favor of the measure, 


DEPARTMENT REPORT 


The Department report, recommending enactment of this legisla- 
tion, was made with respect to an identical bill (H. R. 3861) by Mr, 
Poage, of Texas. 

DEPARTMENT OF AGRICULTURE, 
Washington 25, D. C., February 21, 1957. 
Hon. Harotp D. Cootey, 
Chairman, Committee on Agriculture, 
House of Representatives. 

Dear ConGressMAN Cootey: This is in reply to your request of 
February 5 for a report on H. R. 3861, a bill to amend the Bankhead- 
Jones Farm Tenant Act, as amended, to provide more flexibility in 
refinancing loans, and for other purposes. This bill would amend 
section 17 of the Bankhead-Jones Farm Tenant Act to permit, in 
connection with determining an applicant’s eligibility for a loan under 
this section, consideration of the value of his real estate and of the 
personal property he owns which the Secretary of Agriculture deter- 
mines has security value. 

This Department recommends enactment of H. R. 3861. 

The present language of section 17 permits the consideration of only 
the applicant’s real estate, livestock, and farm equipment and machin- 
ery as assets and prohibits the inclusion of crops in storage and other 
types of personal property. The proposed amendments would per- 
mit the consideration of assets such as growing and harvested crops, 
farm supplies, and cash and securities in addition to the value of real 
estate, livestock, and farm machinery and equipment in determining 
whether an applicant is eligible for a loan primarily for refinancing. 
Enactment of this bill would result in the determination of appli- 
cants’ eligibility for loans under section 17 being determined on a more 
uniform and equitable basis, irrespective of the type of farming ‘in 
which they are engaged or the part of the crop year during which their 
applications are being considered. 

The enactment of this bill would not require any additional appro- 
priation. 

In view of the request that this report be submitted immediately, 
we have not obtained the advice of the Bureau of the Budget as to its 
relationship to the program of the President. 

Sincerely yours, 
True D. Morse, Under Secretary 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House of 
of Represéntatives, changes in existing law made by the bill, as 
introduced, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 
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BANKHEAD-JONES Farm Tenant Act, As AMENDED 
’ 


Sec. 17. Until June 30, 1959, the purposes for which loans may be 
made or insured under this title shall include the advance of funds for 
refinancing secured or unsecured indebtedness of eligible farmers who 
are presently unable to meet the terms and conditions of their out- 
standing indebtedness and are unable to refinance such debts with 
commercial banks, cooperative lending agencies, or other responsible 
credit sources at rates and terms which they could reasonably be 
expected to fulfill. [[No such loans shall be made to an applicant 
whose total indebtedness is in excess of the amount certified by the 
county committee to be the value of the real estate, less any prior lien 
indebtedness not to be refinanced, and the reasonable value of the 
applicant’s livestock and farm equipment, unless the aggregate of the 
outstanding indebtedness shall be adjusted so as to be within such 
values.] No such loan shall be made to an applicant whose total in- 
debtedness is in excess of the amount certified by the county committee to 
be the value of the real estate and the reasonable value of the applicant’s 
personal property of security value as determined by the Secretary, unless 
the aggregate of the outstanding indebtedness shall be adjusted so as to be 
within such’ values. The total amount of loans insured in any one 
fiscal year under this section shall not eaceed $50,000,000. 


O 
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AUTHORIZING AND DIRECTING THE POSTMASTER 
GENERAL TO ESTIMATE CERTAIN EXPENSES AND 
LOSSES OF THE DEPARTMENT 


Marcu 20, 1957.—Committed to the Committee of the Whole House on the 
state of the Union and ordered to be printed 


Mr. Murray, from the Committee on Post Office and Civil Service, 
submitted the following 


REPORT 


[To accompany H. R. 5206) 


The Committee on Post Office and Civil Service, to whom was 
referred the bill (H. R. 5206) to authorize and direct the Postmaster 
General to estimate for each fiscal year certain expenses incurred by, 
and losses in revenues to, the Post Office Department, and for other 
purposes, having considered the same, report favorably thereon with- 
out amendment and recommend that the bill do pass. 


STATEMENT 


This bill provides that the postal revenues be reimbursed from the 
general funds of the Treasury, for the public-service or public-welfare 
amounts involved in the carriage of mail of specific classes of users at 
free or reduced rates of postage, also the excess cost of transporting 
foreign mail by foreign-flag air carriers. 

This proposed legislation is one of the few remaining items on the 
ee of placing the Department and its operations on a sound 
yasis of accounting and reporting for the aggregate revenues and 
expenses of the postal service. For many years the Department’s 
financial reports have not fully or accurately reflected the costs and 
revenues of the postal service. 

Through the years various laws which provided either free or re- 
duced rates of postage to certain categories of mail users were enacted 
by the Congress. ‘The loss of revenue or “price concessions” resulting 
from these services increase the postal deficit. Because the services 
provided under these laws are for the general welfare and advance 
the programs of the Government generally, it is not believed practic- 
able to charge any particular Government agency for them. But 
neither should such services or subsidies be left in postal operations 
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and thus increase the Department’s deficit, if reliable financial 
reporting is to be established. On this principle, there is no disagree- 
ment by anyone, especially when these financial reports become the 
basis of predicating revenue needs or changes in postage rates. 

This situation was recognized as long ago as 1930 when Congress 

assed the co-called Kelly law. This law requires the Post Office 
eantinan to report to the Secretary of the Treasury annually the 
amount of certain items of this general character included in postal 
costs. Among the deficiencies of the law, however, was the fact that 
it contained no provision for removing such items from postal figures 
or for reimbursing the Department for them. 

Since 1930 a number of events have transpired to make the Kelly 
law obsolete. The Department’s program has led to the following 
actions, for example: 

(1) In 1953 and 1956 the Congress, through this committee, passed 
legislation which provides that the Department be reimbursed by 
agencies of the Government and the Congress for the penalty and 
franking privileges. 

(2) In 1953 the Congress approved a reorganization plan which 
removed the subsidies paid to airlines from the budget of the De- 
partment. 

(3) Beginning July 1, 1957, the Department will be charged 6% per- 
cent of its payroll, or in excess of $131 million a year, to cover the re- 
tirement of postal employees. This sum was formerly carried in the 
budget of the Civil Service Commission. 

In the meantime, other items of the character of those covered by 
the Kelly law, such as rate concessions to certain third-class users and 
low rates on books and films, have been created by new legislation. 

For these reasons, this bill would repeal the Kelly law and set up a 
new listing of public-welfare items included in postal operations. It 
also provides that the Post Office Department shall be reimbursed for 
such items through appropriations which will be available to enable 
the Postmaster Glesietal v6 credit postal revenues at quarterly or other 
intervals with such amounts as he determines to be necessary to cover 
these public-welfare services. 

On January 11, 1955, President Kisenhower transmitted to the Con- 
gress a special message relating in part to postal rates and the financial 
policy for the Post Office Department. President Eisenhower said, in 
part: 


Certain services which are performed by the Post Office, 
such as those for the blind, are a part of general welfare serv- 
ices. The cost of such services should not be borne by users 
of the mails. Expenditures for them, and for services per- 
formed for the Government, should be identified and met 
by direct appropriation. 


Costs and expenses for which postal revenue would be reimbursed 
under H. R. 5206 are as follows: 

1. The special second-class rate of 1% cents per pound provided by 
the act of February 28, 1925, for religious, educational, scientific, 
philanthropic, agricultural, labor, and fraternal organizations of a 
nonprofit character, for their newspaper or periodical mail: This 
rate was continued and extended to cover veterans’ organizations and 
classroom publications by the act of October 30, 1951. The esti- 
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mated loss of revenue resulting from the transmission of these 
materials at less than the regular rates paid by other mailers was 
$2,263,000 in 1956. 

2. The free-in-county mailing privileges for second-class publica- 
tions: The estimated annual loss of revenue in this instance, as 
compared to the county rates that would otherwise have applied, 
was $839,000 in 1956. 

3. The free or reduced rates of postage on certain matter mailed 
to or by the blind: The estimated reduction of revenue on these was 
$962,000 in 1956. 

4. The special third-class rate for nonprofit organizations of the 
eight categories which also receive low second-class rates: This re- 
sulted in a loss of revenue of $5,990,000 in 1956. 

5. The free transmission of official or franked mail for the Pan 
American Union, Pan American diplomatic corps, the Pan American 
Sanitary Bureau, and widows of Presidents, resulted in an estimated 
loss of revenue for 1956 of $259,000. 

6. The loss of revenue under the Federal Voting Assistance Act of 
1955, applications for absentee ballots and the ballots sent through the 
mail free, was estimated at $26,384,000 for 1956. The revenue loss on 
absentee ballots has not yet been determined. 


OrrFicE OF THE PostTMASTER GENERAL, 
Washington, D. C., January 25, 1957. 
Hon. Sam RAysurn, 
Speaker of the House of Representatives. 


Drar Mr. Speaker: Transmitted herewith, for consideration by 
the Congress, is proposed legislation to authorize and direct the Post- 
master General to estimate for each fiscal year certain expenses in- 
curred by, and losses in revenues to, the Post Office Department, and 
for other purposes. 

The various acts referred to thoughout the draft of the bill now 
provide that the Post Office Department perform various services and 
carry certain mails free or at reduced rates which are for the general 
welfare. The cost and loss of revenue for these services increase the 
postal deficit. Notwithstanding the fact the services are for the gen- 
eral welfare and further the programs of Government agencies, such as 
the Department of Health, Education, and Welfare, and Department 
of State, they are of such a general nature that it is not believed ad- 
visable to charge the beneficiary agencies and transfer funds from their 
appropriations to postal revenue. Neither should such services be 
charged to postal costs and increase the Post Office Department’s 
deficit. 

Under this proposed bill, the Postmaster General will be required 
to estimate for each fiscal year the expenses expected to be incurred 
by the Post Office Department in transporting United States mail by 
foreign air carriers at Universal Postal Union rates; the expenditures 
in excess of revenues incurred by granting reduced fourth-class postage 
rates for books, films, and related material for educational use; and 
the loss in postal revenues resulting from the transmission of certain 
mail free or at reduced rates, pursuant to law. The measure would 
then authorize the appropriation of such amounts from the general 
funds of the Treasury, subject, of course, to approval by Congress. 
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The appropriated: funds would be paid into postal revenues at quarterly 
or other intervals. By transferring funds for such services from the 
general fund of the Treasury, such services will clearly be brought to 
public attention instead of the costs thereof being hid in the postal 
deficit. 

Section 2 of the bill provides for the repeal of the act of June 9, 
1930, commonly known as the Kelly Act. This act requires the 
Postmaster General’s certification of estimated amounts of postage 
that would have been collected on certain free or reduced rate mail- 
ings by the Postmaster General to the Secretary of the Treasury and 
the Comptroller General of the United States. If section 1 of the 
bill is enacted, the Kelly Act will no longer be required. 

If this proposed bill is enacted, it is estimated that the postal reve- 
nues will be increased by a total of approximately $28 million. The 
enactment of this legislation will not result in any increase in cost to 
the Government, as the funds which may be appropriated from the 
general fund of the Treasury, as a result of its enactment, will be 
deposited to the credit of ‘Postal service fund” another account 
in the Treasury. However, the transaction will be reflected on the 
books and financial statements of the Post Office Department and 
will show more accurately the Department’s financial operating 
results. 

This Department urges the early enactment of this legislation. 

The Bureau of the Budget has advised that there would be no ob- 
jection to the submission of this legislative proposal to Congress. 

Sincerely yours, 
Mavrice H. Srans, 
Deputy Postmaster General. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets): 


Act or JunE 9, 1930 
(39 U.S. C., sec. 793) 


[An Act To provide for the classification of extraordinary expenditures con- 
tributing to the deficiency of postal revenues 

[Be it enacted by the Senate and House of Representatives of the 
United States of America in Congress assembled, That the Postmaster 
General shall certify to the Secretary of the Treasury and to the 
Comptroller General of the United States, respectively, as soon as 
practicable after the end of each fiscal year, the following: 

[(a) The estimated amount which would have been collected at 
regular rates of postage on matter mailed during the year by officers 
of the Government (other than those of the Post Office Department) 
under the penalty privilege, including registry fees; 

[(b) The estimated amount which would have been collected at 
regular rates of postage on matter mailed during the year by (1) 
Members of Congress and (2) others under the franking privilege; 
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[(c) The estimated amount which would have been collected dur- 
ing the year at regular rates of postage on publications going free in 
the county; 

[(d) The estimated amount which would have been collected at 
regular rates of postage on matter mailed free to the blind during the 
year; 

[(e) The estimated difference between the postage revenue collected 
during the year on mailings of newspapers and periodicals published 
by and in the interests of religious, educational, scientific, philan- 
thropic, agricultural, labor, and fraternal organizations, and that 
which would have been collected at zone rates of postage; 

[(f) The estimated excess during the year of the cost of aircraft 
service over the postage revenues derived from air mail; and 

[(g) The estimated amount paid during the year to vessels of 
American registry for carrying the ocean mail in excess of what 
would have been paid at pound rates if carried in vessels of foreign 
registry. 

[And the amounts so certified shall be separately classified on the 
books of the Treasury Department and the General Accounting Office, 
respectively, in stating the expenditures made from the appropria- 
tion to supply the deficiency of postal revenues. ] 


O 
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AUTHORIZING THE COMMITTEE ON BANKING AND CURRENCY 
TO CONDUCT STUDIES AND INVESTIGATIONS, AND TO MAKE 
INQUIRIES, RELATING TO THE OPERATION OF THE MONETARY 
AND CREDIT STRUCTURE OF THE UNITED STATES 


Marca 20, 1957.—Referred to the House Calendar and ordered to be printed 


Mr. Boturnea, from the Committee on Rules submitted the following 


REPORT 


[To accompany H. Res. 85] 


The Committee on Rules, having had under consideration House 
Resolution 85, reports the same to the House with the recommenda- 
tion that the resolution do pass with the following amendments: 

Page 1, line 3, strike out “and directed’’. 

Page 2, line 11, strike out “‘is in session,’’. 

Page 2, lines 12 and 13, strike out: 


and to hold such hearings, as it deems necessary. 
and insert: 


to hold such hearings, and to require, by subpena or other- 
wise, the attendance and testimony of such witnesses and 
the production of such books, records, correspondence, 
memoranda, papers, and documents, as it deems necessary. 
Subpenas may be issued under the signature of the chairman 
of the committee or any member of the committee designated 
by him, and may be served by any person designated by 
such chairman or member. 
O 
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Marcu 21, 1957.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. Cootzy, from the Committee on Agriculture, submitted the 
following 


REPORT 


[To accompany H. R. 1045] 


The Committee on Agriculture, to whom was referred the bill 
(H. R. 1045) to amend the Soil Conservation and Domestic Allotment 
Act, as amended, and the Agricultural Adjustment Act of 1938, as 
amended, having considered the same, report favorably thereon with 
amendments and recommend that the bill do pass. 

The amendments are as follows: 

Strike out all after the enacting clause and insert: 


That section 8 of the Soil Conservation and Domestic Allotment Act, as 


amended (16 U. 8. C. 590g), is further amended by deleting subsection (a) and 
inserting in lieu thereof: 


‘“‘(a) The Secretary shall exercise the powers conferred in, this section to carry 
out the purposes specified in section 7 (a), in any year and in any State for which 
no State plan has been approved for such State pufsuant to séction 7: Provided, 
however, That the Secretary shall carry out the purposes specified in section 7 (a) 
through State action as rapidly as adequate State ‘laws are enacted and satisfac- 
tory State plans are submitted. Notwithstanding the foregoing provisions’ of 
this section and section 7, the provisions of this section with respect to the State, 
county, and local committees of farmers shall continue in full force and effect for 
purposes other than the administration of State plans.” 


Amend the title to read: 


A Bill to Amend the Soil Conservation and Domestic Allotment Act, as 
amended. 


STATEMENT 


The purpose of this bill is to extend indefinitely the authority of the 
Secretary of Agriculture to administer as a Federal program the 
agricultural conservation (ACP) program. This is the program under 
which farmers receive a limited amount of Federal assistance for 
carrying out on their farms certain specified conservation practices. 


23009°—58 H. Rept., 85-1, vol. 1——65 
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The program was first authorized in the Soil Conservation and 
Domestic Allotment Act of February 29, 1936, in the form of a grant- 
in-aid program to be operated through the States. The Secretary of 
Agriculture was authorized to operate the program directly on a 
national basis only until December 31, 1937, or such earlier time as 
the States submitted acceptable programs qualifying them for the 
grant-in-aid operation. 

By the act of June 28, 1937 the authority of the Secretary to operate 
the program, pending approval of State plans, was extended through 
1941. Since that time, this authority has been extended periodically, 
usually for periods of 2 years. Meantime, only 22 States have enacted 
legislation authorizing State administration of this program. Only 
one State has ever submitted a program, and this was disapproved by 
the Department of Agriculture. 

The ACP program has become established as one of the soundest 
elements of our agricultural program and its operation as a direct 
Federal program administered by the Secretary of Agriculture meets 
with almost universal approval. Although there appears to be no 
desire on the part of the States to take over responsibility for this pro- 
gram, the bill will not preclude that action in the future but will 
simply make it clear that the Secretary of Agriculture has the authority 
to operate the program in the States until such time as a State may 
desire to assume responsibility for such administration and submits an 
acceptable plan for so doing. 

It is anticipated that planning, budgeting, and appropriating func- 
tions in connection with the ACP program will be substantially simpli- 
fied by this bill. Instead of the “temporary” extensions of the 
Secretary’s authority from year to year, the bill will give him the 
authority to carry out the program “in any year and in any State for 
which no State plan has been approved for such State.” 


DEPARTMENTAL APPROVAL AND COMMITTEE AMENDMENT 


As referred to the committee, the bill would have made certain 
other changes in the Soil Conservation and Domestic Allotment 
Act—primarily changes designed to eliminate the unused provisions 
with respect to State administration of the program. The report 
of the Department of Agriculture on the bill suggested that those 
provisions, although unused, be permitted to remain in the act and 
that the amendment be confined simply to the indefinite extension 
of authority to operate the program on a Federal basis. The amend- 
ment adopted by the committee is the amendment suggested by the 
Department of Agriculture. Following is the Department’s report. 


Marcu 4, 1957. 
Hon. Harotp D. Cootry, 
Chairman, Committee on Agriculture. 


Dear ConeressMAN Coo ey: This is in reply to your request of 
January 31, 1957, for a report on H. R. 1045 a bill to amend the Soil 
Conservation and Domestic Allotment Act, as amended, and the 
Agricultural Adjustment Act of 1938. ; 

This Department recommends against enactment of H. R. 1045 in 


its present form, for the reasons stated below following our summary 
of the bill. 


————————— 
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H. R. 1045 provides for striking out all parts of sections 7 and 8 of 
the Soil Conservation and Domestic Allotment Act, as amended, 
which authorize administration of the agricultural conservation pro- 
gram through State plans and grants to States and which limit the 
period within which the Secretary of Agriculture is authorized to 
develop programs and make payments direct to farmers for the 
specified purposes. 

The proposed amendment of section 388 (a) of the Agricultural 
Adjustment Act of 1938 is purely technical to bring about conformity 
with the proposed redesignations of section references in this regard 
in the Soil Conservation and Domestic Allotment Act, as amended. 

Enactment of H. R. 1045 would empower the Secretary to exercise 
the authority conferred under sections 7-17 of the Soil Cencarvelian 
and Domestic Allotment Act on a national basis for an indefinite 
period (without the necessity of seeking legislation every other year 
to extend the Secretary’s authority to administer the program) except 
with respect to that part of section 16 which was amended by Public 
Law 1021, ae August 7, 1956, authorizing a Great Plains 
conservation program to terminate on December 31, 1971. Enact- 
ment would not require any change from the present method of ad- 
ministering the program. 

The following facts are related to the purpose of H. R. 1045: 

(1) During the 21 years that States have had authority to take 
action to administer the agricultural conservation program enabling 
legislation has been enacted by and is still effective in 24 States and 2 
insular areas. However only one State plan (from the State of 
Mississippi) for State operation has been submitted to the Secretary 
icnsteline 1951) and it was inadequate. 

(2) Since the original legislation was enacted on February 29, 1936, 
the Congress has extended the authorized period of Federal operation 
of the agricultural conservation program 8 different times, for periods 
ranging from 2 to 5 years. The present authorization will expire on 
December 31, 1958. 

Since section 1 of H. R. 1045, if enacted in its present form, would 
eliminate all subsection designations in section 7 of the act, the words 
“and the provisions of section 7 (g)” in the proviso in section 15 of 
the act also would need to be stricken out. 

This Department believes that authority for operating the agricul- 
tural conservation program through State plans and grants (if and 
when States submit acceptable plans), as provided in section 7 (b)-(g), 
should not be repealed. This appears to be consistent with congres- 
sional policy expressed in the Agricultural Act of 1954 which amended 
section 8 (a) to provide that during the period of Federal operation 
of the program, “the Secretary shall carry out the provisions specified 
in section 7 (a) through State action as rapidly as adequate State laws 
are enacted and satisfactory State plans are submitted.” However, 
it now seems evident that it will not be possible in the near future for 
all States to assume the responsibility that was anticipated in 1936 
when this provision was enacted. Since it is necessary, therefore, to 
seek from time to time congressional extension of authority for further 
Federal operation of the program, The Congress may wish to consider 
it desirable to amend only section 8 (a) of the Soil Conservation and 
Domestic Allotment Act, to provide authority for the Secretary to 
administer the program in each State until such time as the State sub- 
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mits an acceptable plan and dssumes this responsibility. The follow- 
ing wording, instead of the provisions of H. R. 1045 in its present form 
would, we believe, accomplish this change. However, the Depart- 
ment would not wish to deprive the Congress of the opportunity for a 
periodic review of the program. 

That section 8 of the Soil Conservation and Domestic Allotment 
Act, as amended (16 U.S. C. 590g), is further amended by deleting 
subsection (a) and inserting in lieu thereof: 

“(a) The Secretary shall exercise the powers conferred in this sec- 
tion to carry out the purposes specified in section 7 (a), in any year 
and in any State for which no State plan has been approved for such 
State pursuant to section 7: Provided, however, That the Secretary 
shall carry out the purposes specified in section 7 (a) through State 
action as rapidly as adequate State laws are enacted and satisfactory 
State plans are submitted. Notwithstanding the foregoing provisions 
of this section and section 7, the provisions of this section with respect 
to the State, county, and local committees of farmers shall continue 
in full force and effect for purposes other than the administration of 
State plans.” 

The Bureau of the Budget advises that there is no objection to 
the submission of this report. 

Sincerely yours, 
True D. Morss, 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the rules of the House 
of Representatives, changes in existing law made by the bill, as in- 
troduced, are shown as follows (existing law proposed so be omitted 
is enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


Sort ConsERVATION AND Domestic ALLOTMENT Act, AS AMENDED 


Sec. 8. [(a) In order to carry out the purposes specified in section 
7 (a) during the period necessary to afford a resonable opportunity 
for legislative action by a sufficient number of States to assure the 
effectuation of such purposes by State action and m order to promote 
the more effective accomplishment of such purposes by State action 
thereafter, the Secretary shall exercise the powers conferred in this 
section during the period prior to January 1, 1959, except with respect 
to farming operations commenced in any State after the efiective 
date. of a State plan for such State approved pursuant to section 7. 
No such powers shall be exercised after December 31, 1958, except 
with respect to payments or grants in connection with farming opera- 
tions carried out prior to January 1, 1959. During the period prior te 
January 1, 1959, the Secretary shall carry out the purposes specified 
in section 7 (a) through State action as rapidly as adequate State laws 
are enacted and satisfactory State plans are submitted. Notwith- 
standing the foregoing provisions of this section and section 7, the 
provisions of this section with respect to the State, county, and local 
committees of farmers shall continue in full force and effect for pur- 
poses other than the administration of State plans.J (a) The Secre- 
tary shall exercise the. powers conferred in this section to carry out the 
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purposes specified in section 7 (a), in any year and in any State for 
which no State plan has been aprroved for such State pursuant to section 
%: Provided, however, That the Secretary shall carry out the purposes 
specified in section 7 (a) through State action as rapidly as adequate 
State laws are enacted and satisfactory State plans are s:bmitted. Not- 
withstanding the foregoing provisions of this section and section 7, the 
provisions of this section with respect to the State, county, and local 
committees of farmers shall continue in full force and effect for purposes 
other than the administration of State plans. 


O 
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Mr. Encrir. from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 
[To accompany H. R. 5538] 


The Committee on Interior and Insular Affairs, to whom was re- 
ferred the bill (H. R. 5538) to provide that withdraw als, reservations, 
or restrictions of more than 5,000 aeres of public lands of the United 
States for certain purposes shall not become effective until approved 
by act of Congress, and for other purposes, having considered the same, 
report favor: ably thereon without amendment and recommend that 
the bill do pass. 

LEGISLATION CONSIDERED 


H. R. 5538, the reported measure, is a clean bill introduced by Repre- 
sentative Envle, of California, after consideration by the committee 
of H. R. 627, also introduced by Mr. Engle, together with nine other 
bills having an identical purpose. The others: H. R. 608, by Repre- 
sentative Dawson, of Utah; H. R. 931, by Representative Saylor, of 
Pennsylvania; H. R. 1148, by Representative Johnson, of Wisconsin; 
H. R. 3403, by Representative Metcalf, of Montana; Tl. R. 3661, by 
Representative Thomson of Wyoming; H. R. 3788, by Representative 
Udall, of Arizona; H. R. 3799, by Representative Baring, of Nevada: 
H. R. 3860, by Representative Pfost, of Idaho; and H. R. 5739, by 
Representative Dixon, of Utah. Also considered was H. R. 575, by 
Representative Budge, of Idaho, a bill to provide that public lands 
of the United States shall not be withdrawn or reserved for defense 
purposes except by act of Congress. 
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PURPOSE OF H. R. 5538 


H. R. 5538 deals with defense agency acquisition and use of the 
public lands and associated resources of the United States for defense 
ee. The broad purpose and objective of the bill is to return 

m the executive branch to the Congress—to the extent that such 
lands are involved—the responsibility imposed by the Constitution 
on the Congress for their management. 

Specifically, the reported measure deals with the withdrawal: and 
reservation for, restriction of, and utilization by the Department of 
Defense for defense purposes of the public lands of the United States 
and Alaska and Hawaii, the outer Continental Shelf lands of the 
United States, and Federal lands and waters off the coasts of Alaska 
and Hawaii. If the reported bill is enacted, such proposed uses by 
agencies of the Department of Defense involving more than 5,000 
acres for any one project or facility could only be effectuated—not- 
withstanding any other provisions of law, except in time of war or 
national Sener hereafter declared by the President or the Con- 
gress—after compliance with its terms, and after approval of such 
proposals by specific act of Congress. 

H. R. 5538, in addition, would set out clear-cut statutory require- 
ments for the utilization and disposition of certain of the resources 
found within existing and future military installations and facilities 
so as to assure highest and best management, conservation, utilization, 
and development thereof on a continuing basis. To achieve these ob- 
jectives— 

First, the bill would lay a more adequate base for fully deter- 
mining at the local level and for congressional consideration the 
resource impact of proposed withdrawals; 

Second, H. R. 5538, if enacted, would substantially reduce the 
areas of present and continuing conflict between State and Terri- 
torial officials and the commanding officers of military installa- 
tions and facilities involving the management, conservation, and 
harvesting of fish and game resources, and the enforcement of. fish 
and game laws within military installations and facilities: 

Third, the bill would amend in two particulars the Federal 
Property and Administrative Services Act of 1949 (63 Stat. 377), 
as amended, so as to clarify operations thereunder involving the 
disposition of the mineral estate in withdrawn or reserved public 
domain lands, and to redefine the responsibility of the Secretary 
of the Interior with respect to disposition of public lands with- 
drawn or reserved and subsequently declared excess to the needs 
of Federal agencies; and 

Fourth, the bill’s provisions would remove whatever doubts may 
exist, if any, as to the laws which govern the disposal of and ex- 
ploration for any and all minerals, including oil and gas, in public 
lands of the United States heretofore or hereafter withdrawn or 
reserved by the United States for the use of Defense agencies. 

Defense withdrawal application procedure 

The first of these objectives would be accomplished by continuing 
in effect—but by redefining the requirements therein—the present pro- 
cedure whereby the requesting defense agency files an application with 
the appropriate land office of the Bureau of Land Management, De- 
partment of the Interior, for withdrawal, restriction, or reservation of 
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a specified area. Such applications for use of areas embraced within 
the terms of the bill will hereafter be required to specify: The name 
of the requesting and intended using agency; the location and gross 
and net acreage involved; purpose or purposes of the withdrawal, 
restriction, or reservation; whether contamination will result from 
the proposed use or uses; use period; effect of use on continuing full 
operation of the public land laws, and full resources utilization, man- 
agement, and development; and the relationship of the proposed use 
to laws and procedures of the States of the reclamation West relating 
to the control, appropriation, use, and distribution of water. 


Local hunting and fishing laws made applicable 

To accomplish the second objective, with respect to any military 
installation or facility, the bill would require that hunting, trapping, 
and fishing thereon be in accordance with the fish and game laws of the 
State or Territory in which such areas are located; and that State or 
Territorial licenses be obtained for hunting, trapping, and fishing 
thereon if local law authorizes their issuance to Armed Forces mem- 
bers on bona fide military duty for more than 30 days at any installa- 
tion within the State or Territory involved, without regard to resi- 
dence requirements, and upon terms no less favorable than those upon 
which such a license is issued to residents. 

Further, the bill would mandate the Secretary of Defense, in coop- 
eration with the appropriate governor or his designee and subject 
to safety and military-security requirements, to develop procedures 
whereby State or Territorial fish and game or conservation officials 
may have full access thereto to effect measures for the management, 
conservation, and harvesting of fish and game resources. 

By the terms of the bill, violations of the State and Territorial fish 
and game laws made applicable to military installations and facilities 
are made violations of Federal law, and —— to like punishment as 
though committed or omitted within the State or Territorial 
jurisdiction. 

Thé bill specifically recites that rights granted by treaty or otherwise 
to any Indian tribe or members thereof are not modified by the 
provisions dealing with fishing, trapping, and hunting. 

Disposition of surplus defense lands 

The third objective would be accomplished by amending the amended 
Federal Property and Administrative Services Act of 1949 to make it 
clear that minerals in withdrawn or reserved public domain lands 
which the Secretary of the Interior determines are suitable for disposi- 
tion under the public-land mining and mineral leasing laws are ex- 
cepted from the real property disposition provisions of the amended 
1949 act; similarly, only those withdrawn or reserved public domain 
lands excess to the needs of Federal agencies found by the Secre- 
tary—with the concurrence of the Administrator of General Services— 
not suitable for restoration to public land status, by virtue of their 
having been substantially changed in character by improvements, 
would hereafter be subject to the real property disposition provisions 
of the amended 1949 act. 


Mineral resources in defense lands 


Finally, the reported bill would accomplish the fourth objective by 
declaring that all minerals in withdrawn or reserved public lands 
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except lands withdrawn or reserved specifically as naval petroleum, 
naval oil shale, or naval coal reserves—-are under the jurisdiction of the 
Secretary of the Interior, and that no disposition thereof, or explora- 
tion therefor, shall be made except under 


* * * the applicable public-land mining and mineral leasing 
laws. 
. BACKGROUND OF THE LEGISLATION 


As set out above, H. R. 5538 and related bills have as their funda- 
mental purpose and objective returning to the Congress a greater de 
gree of the direct exercise of the responsibility fixed by the Federal 
Constitution in the legislative branch for effecting policies and pro- 
cedures governing the utilization of the public lands and other property 
of the United States. 

Put another way, H. R. 5538 deals with the power to withdraw, re- 
serve, or restrict the public lands and other property of the United 
States from settlement, entry, location, and sale, Subject only to the 
limits of its own prov isions, ‘and notwithstanding other provisions of 
law, it is a bill for the rec -apture by the Congress of those powers which 
the executive branch of the Government “has acquired, over a long 
period of years, through acquiescence or silence on the part of 
Congress. 

Through statutory enactment, executive and administrative action, 
and judicial interpretation, the special body of laws by which the 
Congress has undertaken to carry out os ere ibility under the Con- 
stitution, the law governing public la s known as the “public-land 
law.” At the outset, it therefore apénrs ‘th: at a brief reference to the 
statistics and nomenclature of public-land matters generally, and 
public-land law particularly, will serve to lay a base for understanding 


5 
of the background, objectives, and effect of the reported legislation. 


Area of the 48 United States: Lands disposition 


The 48 United States embrace a land and inland water area totaling 
1,934,327,680 acres, or 3.022.387 square miles.. In the series of inter- 
national agreements and treaties which established the boundaries of 
the United States, the Federal Government acquired title to all the 
land outside the original 13 States and Texas—the area of those. 14 
States totaling 463.094,400 acres; thus the balance, commonly referred 
to as the “area of the original public domain” totaled 1.4 billion acres. 

Since the earliest days of the Republic, title to approximately 1 bil- 
lion acres of original public domain has passed from the United States. 
This change from Federal to non-Federal ownership has included, 
chronologically— 

(1) sale of land to help meet the expenses of the Government 
in the early days of the Republic; 

(2) land granted as bounty for military service, for public 
improvements such as canals, railroads, and highways, and for 
the benefit of schools, colleges, and other public institutions in the 
various States 

(3) the police: ‘y—following the Civil War—of effecting disposi- 
tion through homesteading “and land settlement, thus permitting 
expansion of the Union westward to the Pacific, until the 

(4) present era of conservation, utilization and development of 
public land resources of the more than 358 million acres of 
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remaining original public domain and the nearly 50 million acres 
of “acquired” lands, i. e., federally owned land in the United 
States acquired by purchase, donation, transfer, or other methods. 


Area of Alaska: Lands disposition 

The Territory of Alaska embraces a land and inland water area 
totaling 375,296,000 acres. Of the 365,481,600 acres of total land area, 
about 99.9 percent, or 365,062,391 acres are federally owned, accord- 
ing to the most recent figures published by the Bureau of Land 
Mana gement. 

W hile Alaska, acquired 1 in 1867, has in theory enjoyed the benefits 
of both the “disposition” and “management” policy phases referred to 
under the previous heading, this committee has in other reports 
observed that in actual practice Congress has emphasized almost 
exclusively the latter policy, since Federal title has passed with 
respect to only 400,000 plus acres. 


Public lands, or public domain lands 
In their general sense the terms “public lands” and “public domain 
lands” are defined as— 


Original public domain lands which have never left Fed- 
eral ownership; also, lands in Federal ownership which were 
obtained by the Government in exchange for public lands or 
for timber on such lands; also, original public domain lands 
which have reverted to Federal ownership through operation 
of the public-land laws (source: Department of the Interior, 
Bureau of Land Management, Giossary of Public-Land 
Terms (1949)). 


In its technical, legal, or statutory sense, however, the term “public 
lands” by itself— employed interchangeably with the term “public 
domain lands”—is today used to embrace vacant, unappropriated, un- 
reserved Federal real property; i. e., lands open to the public lands 
laws relating to settlement, entry, location, and sale, and authorizing 
entry for mining, mineral leasing, timber and other materials removal, 
local public purposes, recreation, homesteading, etc. Such lands are 
administered by the Bureau of Land Management, Department of the 
Interior. 

“Public lands” as a term by itself should also be distinguished from 
the term “reserved publie lands” or “withdrawn public lands.” All 
are public lands, all are public domain; the former generally refers to 
unreserved public lands, while the latter two terms refer to areas 
described as “Federal reservations.” 

Federal reservations 

Two categories of federally owned real property may be said to fall 
within the term “reservations.” 

Origina! public domain lands—lands to which title has been in the 
United States since acquisition—and withdrawn to a greater or lesser 
degree from the general operation of the public-land laws relating to 
settlement, entry, location, and sale, are “Federal reservations.” So, 
too, are lands acquired or reacquired by the United States by purchase, 
condemnation, or by exchange for such purchases condemned, or 
donated lands or for interests in or on such lands, and held for a 
specific public purpose. 


25009°—5& H. Rept., 85-1, vol. 1——66 
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The term “withdraw” is used interchangeably with the term “re- 
serve” to describe the statutory or administrative action which restricts 
or segregates a designated area of Federal real property from the 
full operation of the public-land laws relating to settlement, entry, 
location, and sales, which action holds them for a specific—and 
usually limited—public purpose. . 

Examples of reservations include: national forest reserve lands; 
national parks, monuments, and other units of the national park s 
tem; fish and wildlife refuges; petroleum, oil shale, coal, and other 
mineral reserves; recreation ar wilderness areas; reclamation and 
power withdrawals or reservations; military reservations, and similar 
areas, all of which are held by some Federal agency for specified pub- 
lic purposes, and all of which may be created wholly from reserved 
original public-domain lands, wholly from acquired or reacquired 
lands, or from portions of both. Other examples of Federal reserva- 
tions, frequently created wholly from acquired lands, are post-office 
sites, weather stations, immigration and customs facilities, lighthouses, 
Federal courthouse sites, and the like. 

Federally owned lands, as distinguished from reserved public lands 
on Federal reservations, then, are commonly referred to today—as 
they are in the reported bill and this report—as “public lands” or 
“public domain lands.” 


Airspace reservations, inland and overwater 


The committee, as background for findings and recommendations 
which follow, wishes to refer to one additional procedure directly 
relating to the use and development of surface and subsurface resources 
within areas over which Federal sovereignty is exercised, 

Federally owned real property has been categorized above as “re- 
served public lands” (also known as “Federal reservations”) or as 
“public lands” (also “public domain lands”). magn? both cate- 
gories relate to horizontal use classification, i. e., when so labeled, indi- 
cation is given as to whether general use of the surface and subsur- 
face resources is permitted, or limited use. 

For the past 30 years, progressively increased attention has been 
directed to matters involving use, in interstate commerce, of airspace 
over both Federal and non-Federal lands and waters; to the extent 
that airspace use may be either general or limited, it may be said that 
what is involved is vertical use classification. 

By congressional statutory enactment “airspace reservation” has 
been defined to mean— 


* * * airspace, identified by an area on the surface of the 
earth, in which the flight of aircraft is prohibited or re- 
stricted * * *; 


similarly, “aircraft” has been statutorily defined to mean— 


* * * any contrivance now known or hereafter invented, 
used, or designed for navigation of or flight in the air * * *. 


(See the act of June 23, 1938, cited at 52 Stat. 977-978 ; 49 U.S. C. 401.) 

Primarily by reason of military requirements—and in limited in- 
stances by reason of security requirements—substantial acreages of 
land, both inland and offshore, are today overlayed with airspace res- 
ervations which the responsible Federal agency, the Civil Aeronautics 
Administration, variously denominates “restricted,” “caution,” “warn- 
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ing,” “prohibited,” or “controlled firing” areas. When an agency 
as to existing statutory and regulatory requirements proposes to 
use airspace for activities such as aircraft, ballistics, missiles, or 
weapons testing or training activities—or for such less space-consum- 
ing activity as launching of anchored balloons used in gathering 
weather data—and the proposed activity offers potential hazards to 
air navigation, several steps are involved. 

Consideration of the proposal will normally first lie before one of 
the several regional airspace subcommittees, at which level oppor- 
tunity is afforded for notice to other interested agencies and for hear- 
ings. Centralized consideration of the field proposal is thereafter had 
by the Washington Airspace Panel and the Air Coordinating Com- 
mittee en route to final processing by the CAA. 

Designation of an airspace restricted area overland by the CAA is 
accompanied by promulgation and publication of the fact of a 
tion. The areas so limited are charted on appropriate air and surface 
navigation charts and maps, and permission must be obtained from 
the controlling agency before entry of the airspace is effected. 

Prohibited areas, deabahiten by Executive order of the President 
where national security is involved, are airspace areas closed to any 
and all aircraft entry. 

Existence of overwater warning areas seaward of the territorial 
waters of the United States, on the other hand, operates only to put 
air or surface users in the vicinity on notice that hazards to naviga- 
tion may be present, and has the effect of alerting the user to proceed 
with caution. 

As will presently be shown, existing procedures providing for the 
designation of restricted areas by reason of military airspace use 
may have the effect of closing to resource development the surface 
and subsurface underlying the requesting airspace. 


Scope of the reported bill, H. R. 5538 


Having in mind the foregoing, there emerges this statistical pic- 
ture, revised fram, 1956 to reflect current compilations— 


(1) The United States owns approximately 772 million 
acres of real property today, of which some 407 million acres 
are located within the 48 States, 365 million acres in Alaska. 

(2) Within the foregoing definitions, approximately 365 
million acres of federally owned real property are denom- 
inated “Federal reservations,” 275 million acres in the 48 
States, 90 million acres in Alaska, 

(3) The public lands of the United States open to settle- 
ment, entry, location, and sale under the public-land laws 
therefore total approximately 440 million acres, of which 
only 170 million acres are located in the 48 States, 270 million 
acres are located in Alaska. 


H. R. 5538 generally deals with the power of the Executive to with- 
draw, reserve, or restrict, for Defense purposes, the remaining 170 
million acres of public lands—as herein defined—in the 48 States, the 
remaining 270 million acres in Alaska, and the public lands in Hawaii. 
As indicated earlier, H. R. 5538 would also directly affect utilization 
and disposition of the surface estate, surface resources, and mineral 
estate of substantial areas of public land reserved or withdrawn areas, 














8 MILITARY PUBLIC LAND WITHDRAWALS 


as well as outer Continental Shelf lands and lands and waters off the 
coasts of Alaska and Hawaii. 

It is against this background that the policy questions raised by H. 
R. 5538 must be considered. So that there may be retained in the 85th 
Congress in a single document asa part of the legislative history of the 
reported bill, the committee is again including some of the material 
contained in House Report No. 2856 of the 84th Congress, 2d session, 
to accompany II. R. 12185, the predecessor legislation to the bill here- 
with reported. 


FEDERAL PROPERTY AND THE CONSTITUTION 


The committee here reiterates that H. R. 5538 is a bill for the 
recapture by the Congress of those powers which the executive branch 
of the Government has acquired over a long period of years with 
respect to the withdrawal of the public lands from settlement, entry, 
location, and sale under the public land Jaws—an Executive power 
acquired through acquiescence or silence on the part of the Congress. 

‘That Congress has the final authority for the making of public 
land withdrawals or reservations cannot be doubted. The Federal 
Constitution and decisions of the Supreme Court make this point 
amply clear. 

The property clause 
Article IV, section 3, clause 2, of the Constitution declares that— 


The Congress shall have power to dispose of and make all 
needful rules and regulations respecting the Territory or 
other property belonging to the U nited St: = 


It will be noted that. the grant of this power—the fixing of it in 
the Congress—is without qualification or exception. As will presently 
be shown, the decisions of the Supreme Court of the United States 
con: strung this constitutional provision establish two fundamental 
principles germane to any discussion of the pending legislation: First, 
that the power of Congress over the use and disposition of Federal 
property is without limitation ; second, that Congress may—expressly 
or by implication—gr ant powers to the Executive to act for the Con- 
gress in precisely the same way that an owner might grant powers 
toan agent. 





Supreme Court decisions and the General Withdrawal Act of 1910 
As recently as March 15, 1954, the Supreme Court of the United 
States had occasion to refer to the decisions of the past involving the 
property clause. In the case of A/abama v. Tewxas et al. (347 U. S. 
272), an original action decided together with Rhode Island v. Louisi- 
ana et al., the C ourt had under consideration motions of the States of 
Alabama and Rhode Island for leave to file complaints cli: allenging 
the constitutionality of the Submerged Lands Act of 1953 (67 Stat. 29). 
The Court, in its a curiam opinion denying the motions, bases its 
conclusion that the 1953 act is constitutional on the language in article 
1V, section 3, clause 2, of the Constitution. The extracts from the 
earlier decisions relied upon in this recent case are pertinent here: 
The power of Congress to dispose of any kind of property 
belonging to the United States is vested in Congress without 
limitation (@’nited States v. Gratiot, 14 Pet. 526, 537). 
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For it must be borne in mind that Congress not only has a 
legislative power over the public domain, but it also exercises 
the powers of the proprietor therein. Congress “may deal » 
with such lands precisely as a private individual may deal 
with his farming property. It may sell or withhold them 
from sale” (cases cited) (United States v. Midwest Oil Com- 
pany, 326 U.S. 459, 474). 

* * * The power over the public lands thus entrusted to 
Congress is without limitations. “And it is not for the courts 
to say how that trust shall be determined” (United States v. 
San Francisco, 310 U.S. 16, 29-30). 

We have said that the constitutional power of Congress 
[under art. IV, sec. 3, clause 2] is without limitation * * * 
(United States v. California, 332 U. S. 19, 27). 


The foregoing should serve to sustain the assertion that Congress 
has unlimited power respeciing the use and disposition of Federal 
property. 

The decision in the Midwest Oil case, supra, as will presently be 
shown, also forms the basis for an assertion by the Executive that 
Congress by implication prior to 1910, and.expressly thereafter, had 
granted to the Executive the power to act for the Congress in certain 
matters respecting the use of Federal property. 

The act of June 25, 1910 (36 Stat. 247; 43.U. S. C. 141-143), as 
amended, referred to as the General Withdrawal Act, reads in. perti- 
nent part as follows: 


That the President may, at any time, in his discretion, tem- 
porarily withdraw from settlement, loeation, sale, or entry 
any of the public lands of the United States incliding the 
District of Alaska and reserve the same for waterpower sites, 
irrigation, classification of lands, or other public purposes 
to be specified in the orders of withdrawals, and such with- 
drawals or reservations shall remain in force until revoked 
by him or by an act of Congress. 

Sec. 2. That all lands withdrawn under the provisions of 
this act shall at all times be open to exploration, discovery, 
occupation. and purchase under the mining laws of the United 
States, so far as the same shall apply to metalliferous min- 
nm *'%, 

Basis for “implied power” assertion 


The Midwest Oil Co. case involved a withdrawal order made prior 
to the passage of the 1910 act. In that opinion, with respect to pre- 
1910 Executive actions, the Court said the power exercised by, the 
Executive arose through a long-continued practice acquiesced in by 
the Congress; at the same time, the Court recognized congressional 
contro] (236 U.S. 459, 471, 474-475), but pointed out'that: ; 


The Executive, as agent, was in charge of the public¢ do- 
main; by a multitude of orders, extending over a long period 
of time and affecting vast bodies of land in many States and 
Territories, he withdrew large areas in the publio interest. 
These orders were known to the Congress, as principal, and 
in not a single instance was the act of the agent disapproved. 











10 MILITARY PUBLIC LAND WITHDRAWALS 


Its acquiescence all the more readily operated as an implied 
grant of power in view of the fact that its exercise was not 
only useful to the public but did not interfere with the vested 
right of the citizen. 


Thus was born the oft-quoted syllabus point from the Midwest 
opinion (236 U.S. 459, 460) which declares: 


Silence of Congress after consideration of a practice by 
the Executive may be equivalent to acquiescence and consent 
that the practice be continued until the power is revoked. 


So much for the implied power in the Executive prior to the Gen- 
eral Withdrawal Act of 1910. 

Basis for “express power” assertion 

In the wake of congressional enactment of the 1910 act empowering 
the President to make temporary withdrawals of the public lands, 
controversy arose as to whether the legislative authority for effectin 
temporary withdrawals was, in éfféct, a limitation upon the genera 
oer of the Chief “Executive to make withwdrawals of the public 

omain. 

The then Attorney General, Robert H. Jackson, in a letter to Sec- 
retary of the Interior Harold Ickes on June 4, 1941, expressed the 
belief that, since the President was possessed of the power to make per- 
manent reservations and temporary withdrawals of the public lands 

rior to the enactment of June 25, 1910, the Withdrawal] Act of that 
ate should be construed as affirming rather than limiting the author- 
‘ity of the President to make withdrawals of the public domain. 

Thus, the basis for the assertion of express power in the Executive 
was created—through the Midwest decision and Jackson letter—to 
the satisfaction of the agencies of the executive interested in with- 
drawal and reservation of public domain lands. In hearings last 
year before the House Committee on Interior and Insular Affairs prior 
to development of the reported measure, Defense Department wit- 
nesses on several occasions, as well as witness for the Department of 
the Interior, aflirmed that the basis for the assertion today of express 
power to make permanent withdrawals—as distinguished from tem- 
porary withdrawals authorized by the 1910 act—is the 1941 letter of 
the Attorney General, as supported by the Supreme Court in the Mid- 
west Oil decision. 

It would seem pertinent at this point to observe that Congress— 
applying the Midwest Oil yardstick—has perhaps, since 1941 re- 
mained silent, and has therefor indulged in a practice— 


* * * equivalent to acquiescence and consent that the prac- 
tice be continued until the power exercised is revoked. 


H. R. 5538 is specifically aimed at breaking that silence—if silence 
it be—with respect to the Federal property embraced by its terms, 
and for the reasons hereinafter set out, and to that extent signaling an 
end to the implied: consent by direct congressional enactment limiting 
the power exercised. 


Bases for current withdrawals 


Having in mind the foregoing, and considering statutory enact- 
ments presently in effect, it may be ascertained in summary that with- 
drawals today are made under four major bases of authority: 
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(1) The first of these is the implied authority of the Executive. 
It has been the practice since the early days of the Republic, as the 
necessities of the public service required, for the President to with- 
draw public lands from the operation of the public land laws and to 
reserve them for specific purposes. 

This practice, it is argued, continued over the years with the knowl- 
edge—and without the disapproval—of the Congress, and was recog- 
nized in the Midwest Oil case, supra, which enunciated the principle 
that by such use of the power of withdrawal a grant of authority to 
the Executive was implied. 

This broad, implied authority was delegated to, and presently vests 
in, the Secretary of the Interior as a result of a series of Executive 
orders: by Executive Order No. 9146, of April 24, 1942, and Executive 
Order No. 9337 of April 24, 1943, and lastly, by Executive Order No. 
10355 of May 26, 1952. The latter order removed the necessity— 
according to Interior Department testimony—theretofore existin 
that withdrawal orders be cleared through the Attorney General an 
the Bureau of the Budget, and specified that all withdrawals made 
under its authority should be designated as “public land orders.” 

(2) Thesecond basis for current withdrawals is the act of June 25, 
1910, supra. It is pointed out that while withdrawals under the 
General Withdrawal Act of 1910 are termed “temporary,” the act 
specified that they shall remain in force until revoked by the President 
or by an act of Congress; further that such lands remain at all times 
open to location under the mining laws as the same apply to metal- 
liferous minerals. 

(3) The third category includes withdrawals made under various - 
acts establishing particular fields of activity, relating to the responsi- 
bility of the several Executive agencies. Better known examples in 
this category include: the amended act of March 3, 1891 (26 Stat. 1103; 
46 U.S. C. 471), authorizing the President to reserve lands as national 
forests; section 3 of the Reclamation Act of June 17, 1902, as amended 
i Stat. 865; 48 U. S. C. 416), authorizing the Secretary of the 

nterior to withdraw lands for reclamation purposes; the act of June 
8, 1906 (34 Stat. 225; 16 U.S. C. 481-433), authorizing the President 
to reserve objects of historic interest on the public lands as national 
monuments; the Federal Power Act of June 10, 1920 (41 Stat. 1075; 
16 U. S. C. 818), as amended, providing for the reservation of public 
lands included in any deunisied waterpower project; the act of March 
10, 1934 (48 Stat. 400; 16 U. S. C. 694), authorizing the President to 
establish by proclamation lands in national forests as fish and game 
sanctuaries; the Taylor Grazing Act of June 28, 1934 (48 Stat. 1269; 
43 U.S. C. 315), as amended, providing for the withdrawal of lands 
upon publication of notice of intent to include them in a grazing dis- 
trict; and, more recently, the Outer Continental Shelf Lands Act of 
August 7, 1953 (67 Stat. 469; U.S. C. 1341). 

(4) Finally, the fourth category involves special acts of Congress 
designating specific areas to be withdrawn for a specific purpose, e. g., 
acts establishing the several national parks embracing. public rk 
acts authorizing establishment of naval petroleum reserves, etc. 

It is the first of these bases of authority—the implied authority of 
the Executive to make withdrawals of the public lands—which the 
provisions of H. R. 5538 would modify. Specifically, it is under 
authority of Executive Order No. 10355 that withdrawals by public 
land order for the Department of Defense are promulgated, and it 
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. “ exercise of this authority with which H. R. 5538 partienlarly 
deals 


THE PUBLIC LANDS AND RESOURCES 


The House Committee on Interior and Insular Affairs is charged 
with legislative responsibility for all matters relating to public lands 
of the United States, and under the provisions of the Legislative Re- 
organization Act, is responsible for maintaining continuing oversight 
of public land law administration. Further, “House Resolution 94, 

85th Congress, Ist session, specifically authorizes the committee to 
investigate and study— 


* * * the administration of the public lands-administered 
by the Bureau of Land Management. 


Recent years, particularly since the end of World War IT, have seen 
a sharp upturn in demands—both from public and private sources— 
for fuller utilization and development of all of the resources of the 
public domain: Mineral resources; timber and other material 
resources; grazing resources; fish and. wildlife resources; water re- 
sources; scenic, wilderness, recreation, and related values, as well as 
the land itself as a space or “elbowroom” resource. 


The public demand 


Two examples will serve to illustrate the basis for the assertion that 
demands for public land and public land resource uses by the public 
at large are at an unprecedented peak, as is the demand for use of 
public lands reserved areas. 

Minerals: While the search for uranium, and other source materials, 
has unquestionably multiplied many times over the pre-World War 
II annual rate of locations for mineral entry made on the public lands, 
accurate figures are not available since no centralized Federal record 
is kept of such Jocations. Mineral Leasing Act filings—covering oil, 
gas, oil shale, coal, phosphate, sodium, and potash—are indicative of 
the trend. Between the date of enactment on February 25, 1920, of 
the Mineral Leasing Act, and June 30, 1952, filings under the act 
totaled 209,000. In 3 years thereafter, a total of 101, 000- plus filings 
aa made. This means that filings for the period 1920-52 were at 

rate of 6,300 plus a year, that for the period 1953-55, filings have 
beeh at a rate of 33,600 plus a year—an increase of 500 percent. 

Parks and recreation: National Park Service figures indicate that 
tourist visits to units of the national park system have jumped from 
an annual visitor rate of 21.7 million in 1946 to approximately 50 
million in 1955. 

Comparable figures for other resource uses also show substantially 
increased postwar demands, 


The congressional response 

To meet théesé demands for expanded multiple resource use of the 
public lands, the committee has initiated in the past few years, and 
Congress has enacted, several landmark pieces of legislation. ' 

In the 83d Congress: Public Law 387 (68 Stat: 178), amending 
the Recreation Act of 1926 so as to permit nonprofit organizations 
and governmental subdivisions to lease or purchase public domain 
lands for public purposes; Public Law 390°(68 Stat. 239), extending 
the leasing provisions of the Small Tract Act of 1938 to unsurveyed 
lands, and broadening permissible public uses; Public Law 585 (68 
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Stat. 708), making compatible for the first time mining and mineral 
leasing on the same public lands; and Public Law 771 (68 Stat. 
1146), authori izing governmental subdivisions or other public agencies 
to obtain special use permits for certain public purposes. 

In the 84th Congress: Public Law 76 (69 Stat. 138), amending the 
Desert Land Entry Act of 1877; Public Law 167 (69 Stat 367), the 
Multiple Surface Use Act, erhaps the most significant change in the 
mining laws of the United States since 1872; Public Law 357 (69 Stat. 
679), permitting mineral-resource development on power withdrawals 
or reservations; and Public Law 359 (69 Stat. 681), involving devel- 
opment of source materials on certain public coal lands. 

During the past several years, there has developed an increasing 
concern, particularly throughout our public land States, over the con- 
tinued expansion of single- purpose or limited-purpose reservations 
through withdrawal of public-land areas. With the exception, per- 
haps, of reservations created for management purposes by some Fed- 
eral agency under a specific act of Congress having that objective, 
the Defense Department has been, and is, the Nation’s principal con- 
sumer of land for limited-purpose utilization. 

As will presently be shown, the spiraling demand by the military for 
multimillion acre training, gunnery, rocketry, and bombing ranges, 
and for the testing of missiles and pilotless aircraft had—in mid-1955, 
in the view of the committee—reached a point where a detailed re- 
examination of the policies and procedures for managing areas held, 
and justifying additional holdings, was clearly indicated. 


DEFENSE LAND HOLDINGS: 1937-56; PENDING REQUESTS, PROCEDURES 


In 1937, the land acreage owned or controlled by defense agencies 
totaled—including civil functions lands—3.1 million acres. 

In 1940, on the ¢ eve of World War II, the figure stood at 4.3 million 
acres. 

On June 30, 1945, defense agencies held 25.1 million acres of lands 
in the United States. 

By June 30, 1953, at the close of the Korean war, total holdings (ex- 
cluding land held for civil functions) amounted to 17.3 million acres. 

And, on June 30, 1955, defense agencies held in the “continental” 
United States alone, exclusive of civil functions and adjusted on the 
basis of retabulation of figures available a year ago, a total of 27.6 
million acres. Of this total, 16.9 million acres represented lands re- 
served from the public domain. 

Table I below shows the total real property controlled, by agencies 
of the Department of Defense, as of June 30, 1956. 


Tas_e I.—De _ nse agency control of net, f United States only 


| 


Land area (acres) 
































Military depart- | Cost to oe ee LEA 
ment holding | U. 8. Gov- | 
rea] property ernment | Total con- Owned Public Terr po- 
| trolled domain rary use 
ines icicle eel = ‘inl caM ae 
| 
i, Thousands | | 
NII sis cicecdcsiciniiniateit 1$6, 879, 024 8, 763, 733 3, 949, 202 3, 300, 666 1, 009, 251 2 483, 227 21, 387 
NT a ae ee | 16,530,395 | 4,353, 725 1, 548, 080 2, 218, 958 235, 611 348, 699 2, 377 
Air Force...... --| ' 4,839,040 | 14, 447, 409 1,771, 350 | 11, 374, 385 228, 032 1, 034, 570 39, 072 
Dcesemmnnnaeess saenpiea NER ee LES eee 
PONE. cae 18, 248, 450 | 27, 564, 867 | 7, 268, 632 | 16,894,009 | 1,472,894 | 1,866, 496 62, 836 
| 





1 Land and improvements, ? Excludes acreage leased outside of installations, 
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Tables II, III, and IV, below, show military property controlled by 
the Army, Navy, and Air Force, res seaponteweed as of June 30, 1956, 7 
States, and with original cost of land and improvements indicated. 


TaBLe II1.—Department of the Army, State distribution of military real property 
controlled as of June 30, 1956 














os to Land area (acres) 
J.8 
Army Govern- ; 
ment! | Total con- Public | Temporary} Leased 3 
trolled domain use 
Thousands 

Tees 25-4383 $6, 879,024 | 8, 763, 733 
DOO oat ccc 285, 089 187, 079 
i ee 72, 456 972, 860 
BREE diinieaccns 168, 874 99, 736 
Caiffornia............ 498,710 | 1, 223,875 
Colorado.._.......... 139, 691 185, 870 
Connecticut_.......-- 1, 636 1, 183 
Delaware--......-_-.- 16, 031 2, 332 
District of Columbia. 30, 513 396 
| | PEER RES 2, 466 4, 422 
Odes nccescans 198, 203 524, 599 
Bs bik hceinitiesigineaitcts 65 128, 381 
FO ois ccnumbinbbs 254, 566 56, 578 
BOROR. .ocksacedetes 330, 066 134, 654 
BOO si bsidonceechockll 70, 559 19, 356 
ES 237, 066 81, 441 
Kentacky-__.......... 233, 468 191, 346 
Lorisiana............ 147, 995 176, 358 
tnd ivemenningaut 2, 195 563 
Maryland_........... 308, 133 99, 448 
Massachusetts. ...... 128, 785 19,777 
PS eae 88, 121 20, 416 
DEOEIOE, cncccnucce 59, 791 2, 920 
Mississippi_.........- 17, 961 18, 101 
. , 240, 508 128, 547 
NO Seiienctninasctete 1, 767 7, 971 
WORN ce cnccsicns 78, 548 51, 574 
BG Satins iostinpies 15, 030 30, 135 
New Hampshire 2, 694 261 
New Jersey.........- 294, 306 51, 601 
New Mexico. .......- 150,144 | 1, 955, 675 
ef rn 301, 302 140, 984 
North Carolina...... 108, 635 150, 072 
North Dakota. .-.-...- 899 314 
RG cd doctndasmencd 203, 640 34, 324 
Oklahoma. -......... 83, 366 152, 754 
TE crnabeticnne 43, 629 18, 656 
Pennsylvania. ....... 289, 634 54, 029 
Rhode Island. ......-. 2, 504 375 
South Carolina....... 41, 405 56, 518 
South Dakota........ 27, 904 21, 202 
‘Dennessee...........- 271, 737 110, 075 
UNE. Sint oinindechanbes 394, 947 541, 793 
TIGR cinesncwsdécdcus 134, 263 495, 198 
. RC. 1 
Ws no ccncdcccnte. 475, 382 166, 086 
Washington_......... 214, 716 362, 522 
West Virginia........ 68, 763 1, 834 
Wisconsin... ........ 140, 855 69, 956 
W PONG ececkncsnce 5 9, 745 





§ Land and improvements. 
§ Excludes acreage leased outside of installations. 
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TABLE III.—Department of the Navy, State distribution of real property 
controlled as of June 30, 1956 





Land area (acres) 











Cost to 
Navy U. 8. Gov- 
ernment ! Total Owned Public Tempo- |In-leased| Ease- 
controlled domain | rary use ments 
Thousands 

TU. cn cBlninewt $6, 530,395 | 4,353,725 | 1,548,080 | 2,218,958 | 235,611 | 348, 699 2,377 
PIRATE, cccunccccsasd 11, 840 4, 406 3, 248 0 1, 158 0 
PEO... Lcrctiniicnwsetd 8, 694 1, 043 658 0 219 1 0 
TLS, dusucnciatone 115, 071 68, 294 68, 269 0 25 0 
| ERE ES: 1, 523,100 | 2, 826, 673 462,125 | 1,838,288 | 207,012 | 318, 565 683 
I cidccumandane 11, 303 62, 685 3, 515 59, 168 2 0 
Connecticut............ 44, 599 87 781 7 0 12 0 
OO ee 8, 350 121 121 0 0 0 0 
District of Columbia_ -- 88, 921 825 761 64 0 0 
OS SE Sa 322, 669 106, 873 67, 564 15, 865 6, 760 16, 387 297 
SIE ccdigmatndioduad 112, 691 8, 206 7, 361 0 5 838 2 
TD cxcncidtniiivddirwskinclon 18, 480 260 258 0 0 1 1 
IN ccncbnennesqeed, 120, 027 2, 946 2, 916 0 0 15 15 
SE eae 100, 446 63, 058 63, 034 0 0 24 0 
EL, -ccubtldoienbeccoe 11, 716 2, 471 2, 441 0 0 1 29 
TT SS 33, 057 5, 018 4, 972 0 0 46 0 
POMGUOKG,. s. ccccnccnss! 16, 110 394 392 0 0 2 0 
BIURIORG. cco ncccce<cit 50, 199 7, 785 5,714 0 0 2, 071 0 
SOE, cub utnigtnenepie 85, 081 3, 802 3, 783 0 0 17 2 
Maryland.._........... 339, 021 22, 810 22, 675 0 0 90 45 
Massachusetts _-_....... 204, 248 9, 398 9, 333 0 26 20 19 
eee 74, 985 1, 893 1, 857 0 0 36 0 
Minnesota. ............ 13, 208 200 193 0 0 6 1 
Mississippi............- 16, 438 1, 165 1, 156 0 0 9 0 
OUT Llicibotccnaes 48, 375 801 788 0 0 13 0 
a ae 477 DS Pratsiosenssse 0 0 3 0 
Seas 83, 277 48, 854 48, 830 0 0 24 0 
Nevada.......-..- 86, 799 535, 835 331, 889 203, 940 3 3 0 
New Hampshire. .....- 2,115 58 55 0 1 2 0 
New Jersey...........-. 265, 341 44, 456 20, 572 0 19, 103 4,778 3 
New Merxico.........-.- 5, 921 5 0 0 0 5 0 
NOW YORE. So .<s-ccnes- 357, 048 7, 272 7, 215 0 36 17 4 
North Carolina........ 214, 679 148, 920 148, 865 0 3 7 45 
North Dakota_......... 242 Pinca ae boeen 0 0 2 0 
Rc edit pbiedaawiend 56, 780 548 340 0 1 204 3 
Oklahoma.............. 104, 638 46, 266 46, 261 0 n 5 0 
ee ee ees 29, 702 2, 971 2, 591 0 1 372 7 
Pennsylvania. ........- 381, 834 5, 727 5, 598 0 26 21 82 
Rhode Island.........- 212, 170 7, 290 6, 930 291 0 12 87 
South Carolina......... 111, 433 23, 592 23, 384 0 166 16 26 
South Dakota.........- 0 7 0 0 0 7 0 
DONMGNNG, .. ccccccccct 58, 896 3, 861 3, 814 0 3 41 3 
Rs icdoncdusbbacinde 163, 684 22, 641 22, 594 0 0 47 0 
Wc. nadeladatnansall 34, 808 92, 315 847 91, 464 0 4 0 
Rl tbsccccsanes 484 1 1 0 0 0 0 
IOI. .Sarcccnsonccee 635; 280 115, 627 109, 988 0 2, 187 3, 451 1 
Washington ............ 313, 125 35; 306 33, 728 390 59 153 976 
West Virginia_......... 29, 556 658 658 0 0 0 0 
, 3, 273 25 5 0 0 20 0 
Wyeeting...kbi cccccset 204 9, 482 0 9, 481 0 1 0 





1 Land and improvements, 


i} 
| 
i 
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TABLE 1V.—Department of the Air Force, State distribution of real property 
controlled as of June 30, 1956 



































o- to Land area controlled (acres) 
a i 
Air Force Govern- 
ment! Total Owned Public Tempo- | Leased Ease 
domain rary use ment 
Thousands 

Totals, 2id.seid $4, 839,040 | 14,447,409 | 1,771,350 | 11,374,385 | 228, 032 |1, 034,570 39, 072 
Aishawme... 225. 5.422420. 117, 801 14, 604 We G8 B. ntaandaone 524 2,251 1, 825 
AFIRONB. J ditinenscadais 103,668 | 2,797, 755 45,710 | 2, 590, 868 17,878 | 143,099 200 
Arkansas_.............. 31, 122 9, 140 Ee ib nncadsdtbaidneneducd 24 cnc cdeni ld 
California_............. 541, 139 1, 367, 585 354, 454 975, 371 30, 830 4, 035 1, 895 
Dotorades 2...cccnncca 45, 863 73, 563 64, 591 GG Bigsn cans 447 4 
Connecticut............ 10, 436 2 © hesenccdalbabalicnve deughsedessewklnaosuinee 
Delaware. 30, 530 4, 474 BOP lccokds cee. 840 849 205 
District of Columbia... 24, 108 666 OP Lec ctaee. 22 q koa 
ee Tee! 280, 754 638, 713 493, 707 138, 793 2, 623 2, 895 605 
SEE DEES 165, 888 35, 934 Bee Didone cade 11, 742 5, 163 731 
Si Riche ieee Ah 30, 366 950, 801 2, 331 876, 304 18, 372 53, 726 68 
SR nL dl encccodnblle 208, 885 * 6,101 7} ee, 5 1 163 485 
NR A bn. waccasts 41, 034 5, 274 5 eS | ee 113 335 
nei hiadeenee cardi SUD Be incase Rha Bs estiacioa denice LS cocaine 0 1......2n) 
SING... ihnncoonduid GR O68 5 occ ccndabh, 30 400 738 
Kentucky. ........... BED Icmisnsectntiices 69 14 453 
Louisiana. ............. ie 6... nse. 7, 580 1, 701 2, 284 
Rt SEs cceimactskl BG Bonk ddtk 91, 947 23, 351 2, 142 
Maryland_-............. BS Eesawcenh dae 1 228 65 
Massachusetts. ........ SANE Dh iiinncninks Sabie 408 20, 568 1, 404 
eaionigan : ...........i> 6, 487 160 15, 921 16, 459 1, 653 
Minnesota............. (ees 1, 203 1, 883 267 
Mississippi............. BO E..cachddle 2, 858 4,171 543 
eneeetirs. 3 or. d EE Viicsirnsicinuh dete 10 2, 301 743 
eiontana.. > .......-.2> TAD ‘Sac ancacinebibe 90 514 61 
POOR he... centile | eee 636 2, 097 762 
Nevada_._.__ itciuniiiaiae 10, 148 3, 368, 010 108 1,050 xu 
New Hampshire aan , 28 3, 863 |... pix. 21 432 435 
New Jersey......-.-... 73, 208 3, 531 Soe bs....-. 16k 8 | 234 2 
New Mexico... ........ 144, 586 1, 623, 874 34, 612 1, 200, 973 5, 096 374, 718 8, 475 
New York. ........-..1 2263, 818 21, 949 SS ae 1, 553 3, 696 2, 516 
North Carolina ._...... | &, 075 6, 252 SOP Wale. cesdias 1, 438 1,511 405 
North Dakota_-.......1 2, $30 3, 831 Sg a SS ee eee) ee 
Qhio- Rc nsccasd,| 349, 4645 15, 304 PEE bscccuneh Shae acwestie 166 820 
Oklahoma I a cilia 157, 395 16, 326 Te REE, Ribecenst Hed 65 8, 632 485 
I ao 8 oa ccabiahs 7, 381 96, 865 58, 726 37, 344 133 656 6 
Pennsylvania.......... | 491 4.154 ame G......4 268 ies---14..) . eee 4 
Rhode Island.......... 3, 708 OE Be ncnccuhkdini Bibs cikhiel<cceccedtelb abbots 
South Carolina_........| 69, 211 20, ns O08 16s... 0d chs 8 11, 055 981 
South Dakota......_... | 37, 836 348, 045 DER SES fl cncccstds=- 6, 782 95, 101 329 
Tennessee..,,.........2 $4, 801 | 47, 991 44 SEP ih nocccch cis 1, 271 | 1, 896 442 
Wc cnndotpenanancndd | 609,926 | 227, 091 109, 865 |........ otis 4,180 | 108,977 4,079 
Piguet wiiencecdt 66, 386. |, 1, 779, 204 7, 323 1, 734, 646 10 37, 213 12 
WetMONt.1.6...cnccoessd 8, 596 | 1 875 NE aia ER Bi eeen alee 415 44 
Virmiia..Joc23 ck... nk. 43, 010 8, 721 7,608 léis.-.-. SE Bviiicnniatiidadte! 101 
Washington...........2 161, 121 23, 363 17, 900 1, 370 402 2, 359 1, 332 
West Virginia_......... 881 42 — ee ee ee ee ats 1 
TOOT on. cn ncted 19, 537 2, 496 BE hocscwcotehee 1, 393 1 O70 henecacutilé 
> yeming).s.......-s.5 20, 517 551, 512 14, 734 442, 025 57 94, 695 


! Data represent the cost of land and improvements. 


Temporary withdrawals become permanent 


Through a series of Executive and public-land orders promulgated 
and issued over the 6- -year period from 1939 through 1945, more than 
13 million acres of public lands were withdrawn and reserved for the 
use of the military and other branches of the Federal Government— 


* * * for purposes incident to the various phases of the na- 
tional emergency and the prosecution of the war; * * *. 


In most of those orders, the intention was expressed that— 


after the termination of the emergency, the public 
lands should be returned to the jurisdiction, uses, and admin- 
istration which existed prior to the withdrawal and reserva- 


** * 
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tion of such lands for purposes incident to: the national 
emergency and prosecution of the war; * * *. 


Apparently, in recognition of the purpose for which such lands were 
withdrawn initially, and in light of the declared intention to restore 
them at the end of the emergency, President Franklin D. Roosevelt, 
on February 28, 1945, caused to be issued Executive Order 9526. This 
order, after reciting ‘the events leading up to the land withdrawals, 
renewed the statement of intention to restore, amended existing orders 
to revoke military jurisdiction thereover 6 months after termination 
of the then-existing war emergency, whereupon jurisdiction in the 
Department of the Interior and other administrative agencies would 

automatically revest. 

The Executive order of February 28, 1945, is set out following 


Executive Orver 9526 


AMENDING CERTAIN EXECUTIVE AND PUBLIC LAND ORDERS WITH- 
DRAWING PUBLIC LANDS FOR PURPOSES INCIDENT TO THE 
NATIONAL EMERGENCY AND THE PROSECUTION OF THE WAR 


Whereas by certain Executive and public-land orders more 
than 13 million acres of public lands have been withdrawn 
and reserved for the use of the military ‘and other branches 
of the Federal Government for purposes incident to the vari- 
ous phases of the national emergency and the prosecution 
of the war; and 

Whereas immediately prior to the issuanceiof such orders 
various executive departments and independent agencies of 
the Federal Government had primary jurisdiction over, 
interests in, needs and uses for, or administration of, certain 
portions of such public lands; and 

Whereas because of the findings of necessity for the emer- 
gency use of such lands, the jurisdiction over, interests in, 
needs and uses for, and administration of those lands by such 
departments and agencies were subordinated to such emer- 
gency use; and 

Whereas it is and has been the intention, as expressed in 
most of the orders, that after the termination of the emer- 
gency, the public lands should be returned to the j jurisdiction, 
uses, and administration which existed prior to the with- 
drawal and reservation of such lands for purposes incident 
to the national emergency and the prosecution of the war; 
and 

Whereas it is appropriate that, in future determinations of 
the public purposes for which such lands shall be used, re- 
served, or administered after the emergency, those depart- 
ments and agencies of the Federal Government which had 
prior jurisdiction over, interests in, or administration of 
such lands should have restored to them such jurisdiction 
over, interests in, or administration of the lands as existed 
prior to the withdrawal and reservation of the lands for 


purposes incident to the national emergency and the prosecu- 
tion of the war; 
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Now, therefore, by virtue of the authority vested in me 
as the President of the United States as set forth in the 
orders hereinafter enumerated, it is ordered as follows: 

The Executive orders and public-land orders hereinafter 
eneumerated, withdrawing and reserving public lands for uses 
incident to the national emergency and the prosecution of the 
war, are hereby amended by adding to each of the said 
orders the following paragraph: 

“The jurisdiction granted by this order. shall cease: at the 
expiration of the 6 months’ period following the termination 
of the unlimited national emergency declared by Proclama- 
tion No. 2487 of May 27, 1941 (55 Stat. 1647). Thereupon, 
jurisdiction over the lands hereby reserved shall be vested in 
the Department of the Interior, and any other department or 
agency of the Federal Government according to their respec- 
tive interests then of record. The lands, however, shall re- 
main withdrawn from appropriation as herein provided until 
otherwise ordered.” 

Executive order numbers: (Omitted.) 

Public-land order numbers: (Omitted.) 

Any provision in any of the orders hereinabove.enumerated 
which is in conflict with this order is hereby superseded to the 
extent of such conflict: Provided, however, That any provi- 
sion for the earlier return of jurisdiction over the public lands 
in any of said orders shall remain operative. 

Frankuin D. Roosrvett. 

Tue Waite Hovse, 

February 28, 1945. 


By the terms of the 1945 Executive order, Defense jurisdiction over 
the lands covered was to automatically revert 6 months after the 
termination of the unlimited national emergency. 

The unlimited national emergency was terminated on April 28, 
1952; the 6 months’ period expired October 28, 1952. 

At last count—February 20, 1956—a total of 49 of these “temporary” 
withdrawals, made between April 28, 1939, and August 25, 1945, and 
located in 10 States and Alaska, and embracing. 11,8 million acres of 
land, were still in effect by virtue of what appears to be Executive 
“permissive action.” 


Present Executive withdrawal procedure 


As stated above, the present authority to effect withdrawal or 
reservation of the public lands vests—on the basis of the implied or 
express Executive authority evolved in the manner set out earlier— 
in the Secretary of the Interior by virtue of a Presidential delegation 
of authority on May 26, 1952. 

Under procedure developed pursuant to this delegation of authority, 
withdrawals are presently effected in this manner: 

(1) The head of the requesting agency files application for with- 
drawal with local land office of Bureau of Land Management, Depart- 
ment of the Interior. Filing has the effect of temporarily segregating 
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such lands from all forms of entry or disposition under the public 
land laws— 


* * * to the extent that the withdrawal * * * if effected, 
would prevent such forms of disposal. 


(2) Applications are required to state among other things: name 
of agency; description and acreage; purpose of the request (except 
where classified for national security reasons) ; a statement showing 
need for all the lands requested; a statement indicating whether the 
withdrawal should preclude grazing, mineral leasing, and minin 
locations on the affected lands; notice is given ieoslie by Federa 
Register publication, or through press releases by State BLM super- 
visors. 

(3) Secretary of the Interior may, in his discretion, afford public 
an opportunity to object to an application, publish notice to that effect, 
set hearing. 

(4) If Secretary thereafter determines withdrawal should be made, 
he issues a public-land order to that effect, which is published in the 
Federal Register. 

(5) If Secretary of the Interior objects on behalf of his own De- 
partment, or is unable to reconcile the wishes of a department opposing 
the request of another department, the matter is referred to the Bureau 
of the Budget for settlement. 

Committee conclusions on the extent to which this procedure has 
operated and been employed with respect— 

(a) to fulfilling the public lands policy aimed at achieving 
maximum multiple resource utilization, conservation, and develop- 
ment, consistent with the withdrawal purpose ; 

(6) to requiring establishment of a real need for the withdrawal 
by the requesting agency ; 

(c) to encouraging precise and limiting language in with- 
drawal orders, consistent with the withdrawal purpose ; 

(d) to informing private citizens and governmental subdivi- 
sions fully of the effect of the withdrawal; and 

(e) to Congress fulfilling its responsibility under the property 
clause of the Federal Constitution— 

will be found hereafter in this report. 
Pending defense land applications : June 30, 1956 

Table V, set out hereafter, reflects the location, area, and proposed 
use of lands for which applications were pending on June 30, 1956, 
with the Department of the Interior for lands to be withdrawn from 
the public domain. 

Certain figures have been submitted to this committee representin 
acreages in applications for withdrawal of public domain lands file 
by the military departments pending before the Department of the 
Interior as of January 1, 1957. In keeping with the provisions of 
H. R. 5538, the tabulation herein below presented reflects acreages 
only in excess of 5,000 acres. Pending applications (31 in number) 
for withdrawals of less than 5,000 acres each aggregate approxi- 
mately 15,800 acres. 
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The tabulation submitted by the Interior Department indicates that 
applications are pending totaling 2,801.278 acres for the Williams 
Gun Range, Camp Irwin, Edwards Air Force Base, Nellis Gunnery 
Range, and the Boardman Gunnery Range. The facts are that these 
acreages have been the subject of withdrawal orders for many years, 
subject to a stipulation that the lands should revert to the jurisdiction 
of the Department of the Interior 6 months after the termination of 
the then unlimited national emergency. The Department of Defense 
some years ago requested that its jurisdiction and use be continued 
since the installations were actively utilized and it was contemplated 
that their use would be continued. The Interior Department granted 
the Defense Department permission to continue its use of the lands 
until such time as a new public-land order could be issued deleting the 
proviso in the earlier withdrawal orders that provided for the return 
of the lands to the Interior Department. It is contemplated that this 
action will ultimately be taken. 

With respect to the installations known as the Twentynine Palms 
Marine Base, Chocolate Mountain Gunnery Range, Camp Dunlap, 
Nellis Gunnery Range, and the Wendover Range, the differences in 
the total acreages for the greater part are occasioned by the fact that 
Interior counted the total of all lands within the areas that were re- 
quested by the military departments for withdrawal, whereas the 
military departments listed only the public lands within the areas. 


TABLE V.—Applications pending for withdrawal of lands, States and Alaska as 
of June 30, 1956 


A. PENDING IN STATES 
































State Military | Location or installation Interior Defense 

department | acreage acreage 
BD. canenen | Air Force...| Williams Gun Range-.........................- 2, 571, 254 Se = ee 
BPO. clskcausaanie it Go. idee MUO RE i i ee he ate BEL 429, 694 429, 694 
California......-..-.- OS , | Tw entynine Palms Marine Base..........-..- 454, 570 449, 000 
ee eros aon. t os Chocolate Mountain Gunnery_...---......--- 235, 634 147, 063 
GF i ais = do... sss | Mojave G Rarities: oiii5 oo. Jot) ddan ent TO, 460 hist... ce 
BSP ean ees Otc catl |. Carrizo Bomb Range..........-.........-...-. 10, 325 10, 325 
meu Sul fad eer San Bernardino NAAS El! Centro............- 32, 701 32, 701 
) ae D ieceaal do.......,| Camp Dunlap North Range, Chocolate 218, 864 95, 790 

Mountain 

ee ee Pe Eee do_......| Mojave Gunnery Range Bomb_.._...-...:.... 374, 410 374, 410 
ee cose fF SMORIMIN WI 2s coined teareninlibenaeapondeanend 854, 299 854, 299 
areas Air Force...| George Air Force Base_...........-..........- 7, 546 7, 546 
DN ca 1.....do.......| Edwards Air‘ Fores Base. ........-...........- | SOE SOO lencncunams 
eet a Army .-.-.....] Radio Station Camp Irwin...................-. 638,720 |....42..-.. 
SNETID « domiigpinaccwwn Air Force...| Arco Idaho Reactor Test Station __... ......-. 29, 616 | 29, 616 
Nevada.__.......-- Navy -...4-- Sahwave Mountain Gun Range, Fallon_.z_-..-. 547, 906 547, 905 
WR Seaiatiegoees _...-d0_......| Fallon Bomb Range Target No. 20_..........- 21, 760 21, 760 
De. tite .....do0_......| Saline Valley (Nev.) Gunnery. .....-...-....- 19, 584 19, 584 

a eet al 9 OD) —F— EEE Ti TER, bene ackd 
TE dukcdcianss 1s tell sacninmn tt OE TE CII a sic orkhcimnehsbenetiae 53, 120 46, 080 
Wc cccccnthceussa t PU OVEs cosncn Black Rock-Sahwave-.-..__.................-- 2, 025, 880 | 2,026, 880 
ite do_......| Black Rock (Sulphur) Fallon................. 272, 000 272. 000 
Do.............] Air Force...| Nellis Gun Range (Las Vegas)..............-. 36, 396 36, 306 
New Mexico.....-. Army..-_....| Fort Bliss (McGregor Range) -.-........-...-.-. 449. 653 449, 668 
OTOGOE ck icccedse Air Force...| Boardman Air Force Base Gun Range..._-_-- C6 OM 1:.:2..L4 
ONT censsansvesd|-o-< §Odesss Wendover Range (Newfoundland Mountain) - 192, 760 162, 000 
Total nebeska is dt 9, 786, 912 6, 012, 623 
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B,. PENDING IN ALASKA 














Defense 

Alaska Military department Location or installation acreage 
SI is ecics nich chin inteeeniiomianagnes ADR, ccccnnaghanciead Wott Cee okie bli ecscei died 51, 400 
Di idkddnknatinhecidinanelvaticis a A PUES DIRS. dnduiccctiapecencnes 10, 369 
IO sh cndinttthtiintposte Alp POtes. cccccceduses> Cane Romansel.<ccccccsncstcscssdence 16, 635 
TID .nsinoatnecinubouttinas babes ....cinminnttemmiede CAS TNE, ccipetcnsecctdcpcngecene 15, 600 
Bi cccchacinobodbdeandde teddies GD ....criacsseibegad OGD BIC. on ccindisdcdicenbiccdiiccks 85, 200 
a cihbscdmepaapeseccipttontes ic pscmnconemulons CGE DEE... Cecennnboadbableaiuannhed 2, 472, 800 
Fabel Be rnceeeds bodanptarnecsanspectaseclbtialaipacgtimandinmhtonenanliniels 2, 652, 004 





©. LANDS WHERE TEMPORARY USE PERIOD EXTENDED 


(areas of public domain lands in excess of 5,000 acres which were made the subject of withdrawal ord 
authority expired upon termination of the unlimited national emergency in 1952; Interior authori 
continued use by letter of Oct. 27, 1952; no pending applications] 





State Military department Location or instalation Defense 

acreage 
OR scdstndesintsodiace Air Force............. Williams bomb range. ................ 2, 066, 893 
ES cnencorebenvnunoe ITE icd tendagisemnictaaain Camp Irwin (radio) ................... 615, 000 
Wilicsutccuenenencpeadinen Me PUIG. cttcccicons 8g BRAUN RE ARSE 60, 732 
OO cicctaitsscdssbibbidn loosed OR iictdiretdecinbendched Nellis rifle range__................-..- 21, 333 
SIL « cucescunpeegtocccqns bonnes! OA cinhichaxinene Boardman bomb range........-......- 37, 320 
Da in canvereseccushlnanencdtsivtescnatchestniahaibiiadeniioaiadlteind bundtbniicatieg 2, 801, 278 





DEFENSE AIRSPACE RESERVATIONS, INLAND AND OVERWATER 


Indirectly, but significantly insofar as there is involved responsibil- 
ity for maximum public resource development and _ utilization, 
the committee notes the statistical situation with respect to airspace 
reservations by reason of defense agency activities. 


Inland airspace reservations 


Figures compiled by the Civil Aeronautics Administration show 
that as of December 31, 1955, in excess of 103,000 square miles (ap- 
proximately 66 million acres) of inland land or land and water within 
the United States is overlayed by airspace restrictions, i. e., reserva- 
tions against general entry by nonmilitary aircraft primarily by 
reason of a defense activity in the restricted airspace or on the 
underlying land. 

In addition, on the same date, some 6,300 square miles (3.9 million 
acres) of inland land or land and water within the United States was 
overlayed by airspace prohibitions for security reasons, i. e., where no 
aircraft entry is permitted. 

It should be noted that overland restricted or similar areas are 
authorized by specific statutory authority, the Civil Aeronautics Act 
of 1938 (52 Stat. 977; 49 U. S. C. 401), as amended, and therefore 
have legal status within the continental limits of the United States. 

While inland airspace reservations are of only collateral interest 
or concern to the committee, the effect of offshore reservations is of 
immediate concern. 


Overwater offshore airspace restrictions 

Prior to enactment of the Outer Continental Shelf Lands Act of 
August 7, 1953, there had been created overwater “warning areas” 
embraci ing a surface acreage of more than 287,000 square miles (183 


million acres) seaward of the territorial water belt surrounding the 
United States, and on the Atlantic, gulf, and Pacific coasts. In this 
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connection—and having in mind the statutory or legal status of over- 
Jand “restricted” areas—it is significant to note that the regulations of 
the responsible airspace agency, the Airspace Panel, Air Coordinating 
Commiitee (Manual of Sept. 1, 1955, p. 8), in describing warning 
areas, declares [emphasis supplied]: 


Warning areas are established for the same purpose re- 
stricted (danger) areas are designated; namely, to indicate 
that invisible hazards to aircraft exists within the area. But, 
while the activities are identical, restricted (danger) areas 
cannot be designated because the activities are being con- 
ducted outside of United States territorial waters and thus 
there is no legal significance to the areas. 


Thus, absent other self-imposed restrictions, the committee takes 
the position that enactment of the Outer Continental Shelf Lands 
Act of 1953 operated to preempt the field from purely executive 
action in that Congress for the first time asserted sovereignty over 
the soil and seabed of the shelf, and provided both the sole means for 
disposing of mineral resources therein and the only procedure for pro- 
tecting military airspace or surface requirements. Under the act, the 
Secretary of the Interior is given authority to lease the OCS seabed to 
oil and gas and other minerals exploration; at the same time the 
Secretary of Defense, subject to approval of the President, is 
authorized to designate for defense purposes—and thus to close to 
mineral leasing activity—such offshore areas as are deemed _ neces- 
sary by Defense to carrying out of its mission. 

Pursuant to the Defense authority, there have been designated, 
since August 7, 1953, by Defense and for restriction from mineral 
leasing—but not as of this date finalized through Presidential ap- 
proval—overwater areas embracing a surface acreage aggregating 
212,000 square miles (139.9 million acres). 

For purposes of prospective subsurface mineral resource develop- 
ment, it is significant that there are included within the areas desig- 
nated since August 7, 1953, approximately 6,500 square miles (10.1 
million acres) of surface area overlaying outer Continental Shelf 
lands within the 100-fathom line, the so-called maximum practicable 
drilling depth in offshore waters under present drilling methods. In 
addition, but to an undetermined extent, some underwater shelf lands 
lying at depths of less than 100 fathoms, and surrounding islands 
beyond the 100-fathom line, are included in requested Defense restric- 
tions. So much for pending designations under the Shelf Lands Act. 

It is in light of the foregoing that the committee takes this posi- 
tion with respect to mineral leasing activity in the outer Continental 
Shelf lands: The Outer Continental Shelf Lands Act’s provisions 
contain the only legal basis for restricting of mineral leasing opera- 
tions therein, i. e., through Defense designation, followed by Presi- 
dential approval: at the same time the act directs the Secretary 
to proceed to lease for development, subject to the general provi- 
sions of the act. To the extent that military departments have 
asserted that the existence of pre-1953 warning areas operates today to 
close the underlying seabed to mineral leasing, the committee 
is in vigorous disagreement; to the extent that orders or publica- 
tions by Interior or any other Federal agency “establishing” such 
warning areas prior to August 7, 1953, purport to restrict mineral 
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development therein until revoked or modified, the committee be- 
lieves that such purported restrictions were superseded with enact- 
ment of the OCS Lands Act of that date. The effect of this claim 
by the military is discussed under the heading “Blocking of Shelf 
Petroleum Development,” page 54, post. 

Tables VI, VII, and VIII below summarize existing offshore over- 
water range holdings, by agency, with additional requested areas 
which have been designated but not finalized shown as “Established 
subsequent to August 7, 1953.” 


TaBLeE VI.—Depariment of the Army, air warning sites 








Computed overwater area 
















































Refer- Controlling Airspace 
ence Designation base Acres Acres reserve 
No. Sqnare Total within | outside No. 

miles acres 100 100 
fathoms | fathoms 
1 | Warning Area W-487. Mon- | First Army 27 17, 280 17, 280 0 W-487 
tauk Point, N. Y. 
2} Warning Area W -21. South |_....do...._.. 32. 5 20, 800 20, 800 0 W-21 
Wellfleet, Mass | | 
ping idmeena eta 
THM. cE: |----2eoeeeee=- | 50.5 | 38, 080 38, 080 | 0 
Tar_e VII.—United Stutes naval overwater ranges 
Computed overwater area 
Square | Total acres | Acres within | Acres outside 
miles 100 fathoms | 100 fathoms 
Ranges along Atlantic coast 

Established prior to Aug. 7, 1953 (Public Law 212) - 67, 574 57, 235, 000 35, 464, 300 21, 770, 000 

Established subsequent to ‘Aug. 7, 1953 (Public Li aw 
SiN i in0c+s pudebsdutatehabhnmddcssaeasaneheneena 7, 680 6, 505, 000 0 ae 505, 000 

Pe ei eh th Bilas 75, 254 63, 740,000 | 35, 464, 300 ~~ 98, 275, 000 
' 
Ranges along gulf coast 
| 

Established prior to Aug. 7, 1953 (Public Law 212). 16, 210 13, 780, 000 11, 070, 000 2, 710, 000 

Established subsequent to Aug. 7, 1953 (Public Law 
BEND « dddidtcgdsucdscdsncscadbdedhnanstihethdcacen 10, 400 8, 830, 000. 1, 910, 000 6, 920, 000 

WO S si etnldcccahckcncwsidddfewsinty tides 26,610 | 22, 610, 0U0 12, 980, 000 | 9, 630, 000 
| 
Ranges along Pacific coast 
' 

Established prior to Aug. 7, 1953 (Public L aw 212). 161, 056 135, 039, 500 1,851,500 | 133, 188, 000 

Established subsequent to Aug. 7, 1953 (Public Law 
Miao £5 dakth 5 sph tbiniahoideg Seah SARTRE DIR 0 0 0 | 0 





TOON, 2 cea cncabdlisakndseiiroakandamantiiammatn te 161, 056 | A OF seamed 133, 188, 000 


Overall total 








Established prior to Aug. 7, 1953 (Public Law 212).__| 244,840 | 206, 054, 500 48, 385, 800 157, 668, 000 
Established subsequent to Aug. 7, 1953 (Public Law 

WON 6 conde Ci ste cas en scedscunoemedccecasbeteanaee 18, 080 15, 335, 000 1, 910, 000 13, 425, 000 

REET SUUDE,. na canckinaggenpaswnnedaupeemana 262, 920 221, 389, 500 50, 295, 800 171, 093, 000 








Norte.—All ranges aot have been designated by Secretary of Defense on Aug. 19, 1955, with the excep- 
tion of areas W-157A, W-281, W-158A, which have been originated subsequent to Aug. 19, 1955. 
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Taste VIII.—Principal Air Forces ranges along Atlantic coast 





Computed overwater area 









































Square | Total acres | Acres within | Acres outside 
miles 100 fathoms | 100 fathoms 
Ranges along Atlantic coast 

Established prior to Aug. 7, 1953 (Public Law 212) - 9, 387 6, 006, 560 6,006,'000 Tcccicccccudss 
Established subsequent to Aug. 7, 1953 (Public Law 

UN a+ sittin ctiqgusGedisaenntkiesdmabiecicmames 191, 238 122, 400, 600 6, 038, 400 116, 362, 200 

NE . alitinmnetunmibiaititin ie ike een 200, 625 5| 128, 407, 160 | 12, 044, 960 116, 362, 200 

Ranges along gulf coast 

Established prior to Aug. 7, 1953 (Public Law 212).} 30, 515 19, 626, 400 15, 050, 720 4, 575, 680 
Established subsequent to Aug.7, 1953 (Public Law 

BE « cated indiktiehiddaddaciinawabadainnmien 3, 400 2, 176, 000 EPC | oacesdncccaune 

SNE. Ncticutntdcdadaditindeninaenadiaidapnes 33, 915 21, 802, 400 17, 226, 720 >| 4, 575, 680 680 

Ranges along Pacific coast 

Established prior to Ang. 7. 1953 (Public Law 212) 2, 700 1, 728, 980 1, 263, 240 465, 740 
Established subsequent to Aug. 7, 1953 (Public Law 

Pe aS shi ckitine ceed ciwdaenbnceucnacudadttasalakaascedaauebhtmarteeultamddcnasedeat ead aincaae 

URES cd 2, 700 | 1, 728, 930 | 1, 263, 240 | 465, 740 

Overall totals 

Established prior to Aug. 7, 1953 (Public Law 212) 42, 602 27, 361, 940 22, 320, 520 5, 041, 420 
Estahlished subsequent to Aug. 7, 1953 (Public Law 

WE iis Ber chida cand co tasabdcduacdbsvcaiabiaent 194, 638 124, 576, 600 8, 214, 400 116, 362, 200 

UN Ce eee 237, 240 | 151, 938, 540 | 30, 534,920 | 121, 403, 620 


Norte.—All rangs listed have been ‘“‘designated” hy Secretary of Defense on Aug. 19, 1955, with the 
exception of areas W-497 A, W-497 B. W-497 C, and W-306 which have been originated subsequent to Aug. 
19, 1955 


SUMMARY: PRESENT DEFENSE HOLDINGS, PENDING REQUESTS 


The foregoing tables present a statistical picture of present Defense 
agency real property holdings, Defense agency requests pending for 
withdrawal of additional public domain lands, present Defense agency 
offshore overwater air warning areas (pre-August 7, 1953) and De- 
fense agency pending requests for approval by the Siac of De- 
fense- designated overwater restricted areas under terms of the Outer 


Continental Shelf Lands Act (post-August 7, 1953), summarized 
hereafter. 


Present defense holdings 


Agencies of the Department of Defense controlled, as of June 30, 
1956, a total of 27,564,867 acres of land within the 48 States, rep- 
resenting a cost (land and improvements) to the United States of more 
than $18.2 billion. 

Alj three military departments—Army, Navy, and Air Force— 
control some land in each of the 48 States, with total Defense acreages 
ranging from a high of 5.4 million acres in California to a low “of 
1 878 Defense-controlled acres in Vermont. Smallest acreage held by 
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a single military department in any one State is the 1 acre controlled 
by the Navy in Connecticut, while the largest single installation is the 
Air Force’s 3.7 million acre (of which the Atomic Energy Commis- 
sion a controls some 700,000 acres) Nellis-Tonapah range in 
Nevada. 

Of the total acreage held, 16.9 million acres are withdrawn or 
reserved public domain lands. 

Not shown in the tables above are the approximately 3.1 million 
acres of public domain lands controlled by Defense in Alaska, for 
which land and improvement cost figures were not tabulated, but 
which bring the 48 States-Alaska holdings of Defense to 30,664,887 
acres. 


Statistical comparison of lands controlled 


Land controlled (exclusive of lands held for civil functions of the 
Corps of Engineers) by agencies of the Department of Defense to- 
day, totaling in the 48 continental States alone 27.6 million acres, or 
43,138 square miles, amounts to— 

A strip of land 14.34 miles in width from New York to San 
Francisco; 

An area larger than the entire State of Ohio (41,222 square 
miles), or Kentucky (40,385 square miles), or Tennessee (42,244 
square miles; or 

An area 21 times the size of Delaware (2,057 square miles), 
8 times the size of Connecticut (5,009 square miles), 5 times the 
size of Massachusetts (8,257 square miles), or 683 times the size 
of the District of Columbia. 

Put another way, Defense landholdings amount to in excess of six- 
tenths of an acre of real property for each of the estimated 47 million 
families in the United States. 

These figures do not include the Connecticut-size Defense holdings 
in the Territory of Alaska, amounting to more than 3 million acres. 
Pending requests 

After reconciling and adjusting figures presented by Defense and 
Interior in the 84th Congress, as shown in table 5 (b) above, the com- 
mittee determined that there were pending, as of June 30, 1956, De- 
fense requests for additional public Jand withdrawals which total a 
little more than 6 million acres in 6 Western States—Arizona, Cali- 
fornia, Idaho, Nevada, New Mexico, and Utah. 

In California alone, where defense agencies already control more 
than 5.4 million acres, 7 separate applications of the Navy would with- 
draw an additional 1,961,588 acres, while the Air Force is seeking an 
additional 7,546 acres, If these applications are approved, total De- 
fense holdings in California would reach more than 7.3 million acres. 

Alaska applications pending, which total 2,652,004 acres, bring the 
States-Alaska pending request total up to nearly 8.7 million acres. 
Total of holdings and requests 

If present applications are approved without reduction or adjust- 
ment, and assuming no control-acquisition by other means, total De- 
fense landholdings, States-Alaska, would amount to 39.3 million acres, 
of which 25.6 would be withdrawn or reserved public land. 
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Rate of military land acquisition 


The basic reason for concern of the House Committee on Interior 
and Insular Affairs with respect to existing and proposed military land 
acquisitions can perhaps be best understood when reference is made 
to the rate of military land acquisition just prior to action being taken 
by the committee chairman. 

During the 18-month period from January 1, 1954, to June 30, 1955, 
according to statistics compiled from Defense reports submitted to 
the committee during its hearings in the 84th Congress: the Army 
acquired control of 2,176,512 acres of land and the Air Force 3,775,725 
acres, while the Navy reduced its total holdings by 1,781, 616 acres, 
Thus, net acquisition figure for the 18-month period, for the 3 military 
departments, amounted to 4,170,621 acres. 

soiled down to 547 days, or 13,028 hours, or 781,680 minutes for that 
18-month period this means that defense agencies were adding to their 
landholdings at the rate of 7,622 acres per day, 317 acres per hour, or— 
more than 5 acres per minute every minute of the night and day for 
547 days! 

Pending on June 30, 1955, were requests for 8.7 million acres addi- 
tional in States-Alaska. Assuming approval of those applications 
during the 18-month period between June 30, 1955, and January 1, 
1957, the rate of defense agency public land acquisition alone would 
have been in excess of 11 acres per minute for the 18-month period, 

As a result of a requested freeze on applications—as indicated in 
the following section—acquisitions duri ings the past 18 months through 
withdrawal of public domain, for all 5 military departments, have 
amounted to approximately 40,000 acres. 


Action taken to block withdrawals 


As the committee reported to the House on July 21, 1956, 2 of the 
applications pending as of July 1, 1955, a Navy request for some 2.8 
million acres in the Black Rock-Sahwave area of northwest Nevada 
and the Navy request for approximately 880,000 acres in the Saline- 
Panamint V alley areas (southeast central California-southwest 
Nevada) generated extreme controversy in the areas affected. . Both 
were based on a declared need for lands for gunnery purposes; both 
proposed to close the lands involved for an “indefinite period to all 
forms of resource entry—grazing, mining, mineral leasing, hunting 
and fishing, game management, materials removal, recreation, ete. 

On October 29, 1955, after consultation with ranking committee 

members on both sides, the committee chairman, Representative Engle, 
addressed a letter to the Acting Assistant Secretary of the Interior 
for Public Land Management, Wesley A. D’Ewart, which said, in 
part: 

* Ae a * . 


* * * Since the use of the public-Comrin land areas of 


the United States comes squarely within the jurisdiction of 
my committee, I intend to initiate an investigation into the 
use of these lands for defense purposes immediately after 
the convening of the second session of this Congress. The 
purpose of the inquiry will be to determine whether all of 
these public military reservations are needed, and used, and 

whether or not it wouldn’t be possible for the services to 
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make joint use of some of these facilities, thereby limiting 
their area and number. * * * In the light of the intensive 
study we intend to give this matter, I am in hopes you will 
withhold your approval of any further withdrawals of 
public lands for military reservations, or extensions of 


existing reservations, until we get a chance to take a good 
look at the situation, * * * 


In a letter to the chairman, dated November 4, 1955, Secretary 
D’Ewart stated that the Department of the Interior would withhold 
approval of further withdrawals in accordance with the request of 
Chairman Engle, and expressed the belief that an effort should be 
made to initiate such hearings as early in January as possible. 


FULL COMMITTEE HEARINGS, 84TH CONGRESS 


On 12 hearing days beginning on January 4, 1956, and ending May 
98, 1956, the House Committee on Interior and Insular Affairs com- 
piled its hearing record on policies and procedures afiecting the 
withdrawal and utilization of the public lands of the United States 
by agencies of the Department of Defense. 

Extensive testimony was heard from spokesmen for the Defense 
Department, as well as the Departments of the Army, Air Force, 
and Navy, and the Department of the Interior, on a broad basis: 
overall policies and procedures, as well as the statistical picture of 
Defense hol lings ; pending applications; the degree of the inter- 
agency joint utilization ; cooperation of requesting agencies with State 
and local officials and private citizens in the areas affected by pro- 
posed withdrawals, and extent to which regulations and contro] pro- 
cedures presently in effect require periodic utilization reporis; and 
related subjects. 

The committee heard detailed testimony from spokesmen for the 
Office of Naval Petroleum Reserves with respect to that Office’s 
assertion that it was mandated to explore for petroleum on San 

Nicolas Island off the coast of California; from the Bureau of Land 
Management on its role in public-land administration; from the 
Atomic Ene:gy Commission with respect to the expansion of the 
Nevada testing site within the Nelis-Tonopah range, Nevada, and 
other expansion plans; from the United States Fish and Wildlife 
Service, and spokesmen for official State agencies on water resources, 
grazing, recreation, fish and game, mining and mineral leasing, and 
related resource problems. 

Finally, making an invaluable contribution to understanding of the 
impact and complexities involved in operation of present withdrawal 
policies and procedures, the committee heard testimony from, or re- 
ceived for the record, statements on behalf of numerous national, re- 
gional, and local organizations dedicated to the several phases of 
mult iple resource use of our public lands; a list of these organizations 
is included hereafter. 

On April 10, 1956, there was introduced, as a result of the tentative 
conclusions reached by the committee based on the testimony heard 


up to that time, H. R. 10371, together with a dozen identical, or sub- 
stantially identical bills. 
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Hearings on H. R. 10371, and on amendments incorporated on the 
clean bill reported, H. R. 12185, involved 6 days of the committee’s 
time, in addition to the 12 days of general hearings. 

Support for the legislation, 84th Congress 

During consideration of predecessor legislation in the 84th Congress, 
the committee received unprecedented support therefor—from oificial 
State agencies of 39 States. from all major national conservation 
agencies, from numerous local groups, organizations, and individuals. 

The list of official State agencies declaring their support of the 
measure reported and passed by the House in the 84th Congress, H. R. 
12185, and urging its early enactment is as follows: 

Alabama Department of Conservation 

Arizona Game and Fish Department 

Arkansas Game and Fish Commission 

California Department of Fish and Game 

Colorado Game and Fish Department 

Delaware Game and Fish Commission 

Florida Game and Fresh Water Fish Commission 
Georgia Game and Fish Commission 

Idaho Department of Fish and Game 

Illinois Department of Conservation 

Kansas Forestry, Fish and Game Commission 
Kentucky Department of Fish and Wildlife Resources 
Maine Department of Inland Fisheries and Game 
Maryland Game and Inland Fish Commission 
Massachusetts Division of Fisheries and Game 
Michigan Department of Conservation 

Mississippi Game and Fish Commission 

Missouri Conservation Commission 

Montana Fish and Game Department 

Nebraska State Game Forestation and Parks Commission 
Nevada Fish and Game Commission 

New Hampshire Fish and Game Department 

New Mexico Department of Game and Fish 

New York Conservation Department 

North Carolina Wildlife Resources Commission 
North Dakota Game and Fish Commission 

Ohio Division of Wildlife 

Oklahoma Game and Fish Department 
Pennsylvania Fish Commission 

South Dakota Department of Game, Fish, and Parks 
Tennessee Game and Fish Commission 

Texas Game and Fish Commission 

Utah Department of Fish and Game 

Vermont Fish and Game Service 

Virginia Commissions of Game and Inland Fisheries 
Washington Department of Game 

West Virginia Conservation Commission 

Wisconsin Conservation Department 

Wyoming State Game and Fish Commission 


A partial list of the associations or organizations who went on 
record in support of the bill which the House previously passed—by 
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letter, telegram, or personal appearance before the committee—is as 
follows: 


Alaska Miners’ Association 

Alaska Sportsmen’s Council 

American National Cattlemen’s Association 
California Federation of Women’s Clubs 
California Wildlife Federation 

Chamber of Commerce of the United States 
Conservation Federation of Missouri 

Defenders of Furbearers, Ine. 

Desert Protective Council 

Idaho Association of Public Lands Counties 
Idaho Public Lands Committee 

Imperial Valley (Calif.) American Legion Inter-Post Council 
Interstate Association of Public Land Counties 
Izaak Walton League *, America, Ine. 

Lassen County (Calif.) Board of Supervisors 
Massachusetts Cons eraibien Council 

Michigan Natural Areas Council 

Mohave County (Ariz.) Board of Supervisors 
Montana Association of C ounty Commissioners 
National Council of State Garden Clubs 
National Lumber Manufacturers Association 
National Parks Association 

National Advisory Council of Taylor Grazing Boards 
National Wildlife Federation 

Nevada Association of County Commissioners 
New Mexico Cattle Growers’ Association 

New Mexico Game Protective Association 
North Dakota Wildlife Federation 

Oregon Association of Oregon Counties 

Oregon Cattlemen’s Association 

Outdoor Writers’ Association 

Ouray (Colo.) Grazing District Advisory Board 
Pershing County (Nev.) Chamber of Commerce 
San Dievo (Calif.) County Wildlife Federation 
Sierra Club 

Teton County (Wyo.) Board of County Commissioners 
Toledo (Ohio) Naturalists’ Association 
Trailfinders, The 

Western Oil and Ges Association 

Wilderness Society, The 

Wildlife Management Institute 

Wisconsin Federation of Conservation Clubs 


H. R. 12185 passed the House on Consent Calendar on July 26, 1956. 
The record of the printed hearings is contained in committee prints, 
serial Nos. 29 and 32, 84th Congress, and because of the scope of those 
hearings, it was not deemed necessary or desirable to duplicate in the 
85th Congress witnesses and presentations heard and made in the 
84th Congress, other than those from departments affected. 
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FULL COMMITTEE HEARINGS, 85TH CONGRESS 


On 6 hearing days beginning on January 23, 1957, and ending Febru- 
ary 6, 1957, the House Committee on Interior and Insular Affairs com- 
piled its hearing record on H. R. 627, the base bill reported as the clean 
bill H. R. 5538. 

Witnesses from the Department of the Interior, and spokesmen for 
Defense, Army, Navy, and Air Force Departments brought the com- 
mittee up to date on the very substantial progress—as hereinafter 
indicated—made in the direction of meeiing administratively the 
requirements that the legislation reported would impose statutorily. 
In addition, spokesmen from the General Services Administration and 
for the Office of Naval Petroleum Reserves appeared to comment on 
provisions of the proposed legislation affecting their activities. 

Following presentation by these witnesses, and a number of staff 
conferences with various representatives of affected departments, the 
committee sat for 4 additional days between February 7, 1957, and 
March 1, 1957, in executive session developing the language approved 
by the committee for House consideration. After the bill was unani- 
mously ordered reported on the latter day, the committee staff again 
met on several occasions with Defense and Interior representatives for 
the purpose of reconciling, to the maximum extent possible and for 
inclusion in this report, statistical matter presented by both during 
the hearings. 

In all then, during the last session of the 84th Congress and the 
early part of the first session of this Congress, the full committee de- 
voted 28 days to detailed consideration of the predecessor and reported 
legislation. 

Defense Department control procedures 

In its 1956 report, this committee, with respect to Department of 
Defense real property control procedures pointed to very substantial 
deficiencies. 

The conclusions of this committee with respect to Defense real prop- 
erty control procedures ie to August 27, 1955 (as set out at length 
in the 1956 report on H. R. 12185, 84th Congress), are concisely sum- 
marized in the response of the spokesman-witness for the Secretary of 
Defense who, in response to a question as to whether there were in 
existence prior to that date policy directives requiring periodic review 
of Defense land utilization, replied : 


There was a policy as to disposal. There was no policy for 
a full review; * * *. 


From the testimony of Defense witnesses in 1956, it was made clear 
that until August 27, 1955—on which date the three military depart- 
ments held some 30 million acres of real property in the States and 
Alaska and were asking for more than 8 million additional acres— 
the Department of Defense had not had in effect any directives requir- 
ing such periodic reports by the Army, Navy, and Air Force as would 
lay a base for a measured, intelligent, independent judgment on the 
part of Defense officials as to the need for withdrawing additional 
public lands for any defense purpose. On that date there was promul- 
gated a directive which, the committee was told, will result in— 
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* * * » complete review being made within each 2 years 
of all real property under the control of the military depart- 
ments. Under the terms of this directive no property may 
be retained without complete justification of the requirement 
for it. Reports of the studies made are forwarded to the 
Secretary of Defense. The first reports under this directive 
are now being received and by September of this year reports 
are due on all properties. 


Further, with holdings in the 48 “continental” States alone repre- 
senting a Federal investment of more than $18.2 billion for land and 
improvements, the committee reported that the Department of De- 
fense had, prior to the date of its directive—and relying on the as- 
serted need by each of the military departments for additional 
lands—approved applications for withdrawal of the additional 8 
million acres of land, and was urging Interior to issue the necessary 
withdrawal orders. 

The committee did not know as of July 21, 1956—the date on which 
H. R. 12185 was reported—whether military lands held were in fact 
being fully utilized, nor was it able to determine the need for addi- 
tional acquisitions, but one thing was apparent: neither the Secretary 
of Defense, nor the Secretaries of the Army, Navy, or Air Force could 
have, on that date, known whether full utilization was being made. 
Referring to the August 1955 directive, the committee last year 
observed : 


In view of the posture of this apparently initial effort 
toward instituting a full, coordinated, control procedure for 
evaluating public land acquisition applications, it does not 
appear that additional areas should be added to Defense De- 
partment real property holdings—except in cases of most 
urgent necessity, and then subject to findings thereafter 
made—until all initial reports have been received, evaluated, 
and related to pending and proposed applications. 


The soundness of the committee’s position appears to have been 
more than borne out by what has transpired in the 12-month period 
since Defense witnesses closed their presentation on predecessor legis- 
lation to the reported measure. 


Improved property found excess 


Responsibility for the Defense program—under the 1955 direc- 
tive—rlative to review of real property holdings under military con- 
trol is assigned to the Real Property Management Directorate of the 
Office of the Assistant Secretary of Defense (Properties and In- 
stallations). 

The magnitude of the task facing that office in this virgin Defense 
land utilization effort can best be understood through a readily avail- 
able statistical comparison. During the 30-month period July 1, 1954, 
to December 31, 1956, the Department of Defense reported to the 
General Services Administration—responsible for disposition of sur- 
plus Federal property—declarations of excess improved real property 
pg 68,662 acres which had cost, with improvements, $164.7 
million. 

Thus, the excess property declarations for that period averaged 
about $60 million worth of property annually. 
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way of comparison: with approximately 66 percent (see table 
IX, below) of the utilization reports in, on a total of 2,153 Army, Navy, 
and Air Force installations and properties, and with approximately 
only one-half of those evaluated, Defense has found that 1,056,083 
acres of land, together with improvements costing $345.2 million (in- 
dustrial property , $220 million), are excess to the requirements of the 
military department having custody and control. 

Put another way, if evaluations and findings on the one-third of 
the reports processed to date are representative, it may ultimately be 
found that the 3 military departments between them have more than 

3 million acres of improved property, which initially cost more than 
$1 billion, excess to the needs of the holding agency. 

Table LX, following, shows the status “of real property studies by 
Defense pursuant to the August 1955 property utilization directive, 
as of February 2, 1957, while table X shows an acreage and cost break- 
down, by military department of real property recommended to be 
excess to the needs of the controlling department : 


Taste [X.—Status of real property studies pursuant to DOD Directive 4165.20, 
Aug. 27, 1955 




















Schedu'ed Submitted Remaining | Evaluated | Balance to he 
Military departments to be as of to be by OSD evaluated 
submitted | Feb. 2, 1957 submitted by OSD 
ON 5 datendstatimantebdatnnene 470 428 42 260 210 
OUT cnicedhoqecenddnste Aste 982 342 | 640 19 793 
EE FONG cacccaeicccsncaadhe 701 7 0 | 412 
NE ak cat enaiie 2, 153 1,471 682 738 1,415 





TABLE X.—Real property recommended as excess to holding military department 


[Breakdown by military departments of figures reported in the statement presented to the House Com- 
mittee on Interior and Insular Affairs by Mr. Fred H. Rooney, with respect to real property recommended 
to be excess to the needs of the department having custody and control] 


Number of | Original cost 
acres including im- 
provements 


117, 340. 44 | ' $169, 601, 672 
274, 713. 04 2 128, 663, 668 
3 964, 029. 62 3 46, 935, 35, 696 


1, 056, 083. 10 | 345, 201, 036 


Department of the Navy 
Department of the Arniy 
Department of the Air Force 














1 Includes industrial plants located on 1,304.93, acres of land, representing a total cost of $115,068,046, recom- 
mende e ~ be sold subjec t to a national security clause. 

3 Includes 66,818.77 acres representing a total cost of $23,176,170 of nonindustrial type property. 

3 No in ‘dus trial facilities recommended to be excess in the above. 





Progress in reports evaluation 

Defense witnesses conceded that earlier estimates of time required 
for receiving and evaluating utilization r sports were unduly opti- 
mistic. It was believed that by January 1, 1957, the basic study would 
be completed, Testimony this year indicates why it was not possible 
to meet this target date: one military department found it necessary 
or desirable to conduct a 6-week indoctrination course on review and 
reporting techniques of this program, and many of the reports first 
received from the military departments were found inadequate and 
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had to be returned to station level for clarification and/or supple- 
mental information. 

By way of further accounting for delay, it should be pointed out 
that Defense—not too surprisingly—has learned that it is necessary 
to make special studies of total capacities of, and overall requirements 
for, entire categories of properties in order to determine whether 
individual holdings within such categories should be retained. This 
eneeene is in sharp and gratifying contrast to the practice attested 
to by Defense witnesses last year which, stripped down was this: if 
a military department requesting additional land was asked by De- 
fense “Do you need it and are you using what you have?” and the re- 

uesting department replied: “Yes, we do, and we are,” that was 
the end of Defense “review.” 

With respect to “Defense review” of military department written 
requests for additional lands, the top witness for Defense last year 
had this to say [emphasis supplied ] : 


Sir, the paper that comes to us is signed by the Secretary 
of the military department involved. It has been approved 
by him. ‘That is signed by him or his designee, and the figures 
have been approved by his staff, and by his experts. /n the 
Office of the Secretary of Defense, we are not expert in that 
field, and while we may question and ask them to restudy and 
recheck, in the final analysis we must accept their figures in 
those records. 


It will readily be seen that progress to date under the New Look 
has far exceeded the hopes or expectations of its most ardent advocates. 


Standards for urban, port facility, airfield, and training camp prop- 
erty retention 

Several other projected activities growing out of studies to date 
deserve reference here, in that it appears Defense is meeting head on 
the problem of finding ways and means of substantially reducing its 
own outlay of Federal funds expended for, and on, real property, and 
at the same time markedly reducing the degree of damage to the local 
tax economy, growth, and development in principal centers of military 
activity. 

What follows is taken directly from Defense testimony. 

1. Urban military installations —The Department of Defense be- 
lieves that many properties of high value which are currently serving 
essential defense purposes can be disposed of and less costly replace- 
ment properties acquired. This is predicated on the knowledge that 
many military installations, originally sited in suburban areas, are 
now partially or completely surrounded by urban development. The 
dollar value of these Government holdings has multiplied; but, simul- 
taneously, the potential use by the military department concerned has 
been lessened and necessary expansion almost completely prohibited. 

Acquisition of substitute property would, in the view of Defense, 
permit (1) more advantageous siting on low-cost lands, (2) substan- 
tial benefits to both civil and military interests, and (3) reasonable 
assurance of room for expansion in event of mobilization. Defense 
does take, in announcing that legislation to achieve this objective will 
be introduced in this session of Congress, the position that property 
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currently held would be affected only if concurrent arrangements are 
made for acquisition and disposal. 

The Department of Defense is to be commended for this undertak- 
ing. In its report to accompany H. R. 6024, 84th Congress (H. Rept. 
No. 2203), which as Public Law 894 operated to restore to the Terri- 
tory of Hawaii certain lands held for many years within the Fort 
Armstrong Military Reservation, Honolulu, the House Interior and 
Insular Affairs Committee made this observation concerning historic 
military establishments being maintained in the heart of urban busi- 
ness, residential, or industrial areas: 


* * * it is apparent that the Military Establishment has 
not in all instances recognized that, concurrent with its as- 
serted expansion requirements, there exist matching expan- 
sion demands for the civilian economy and domestic popula- 
tion growth. It is clear that the latter dictates a need for 
continuing reevaluation of Defense holdings, particularly in 
heavily urbanized areas, and that the time to initiate such re- 
evaluation is now. 

When there is a collision between military and civilian 
requirements, it would seem that the measure must be “highest 
and best use.” If this premise is sound, then tax-exempt 
parade grounds, baseball diamonds, and general recreation 
areas—together with frequently limited horizontal housing 
facilities making them desirable or necessary—in the midst 
of heavily urbanized areas must be considered as relocatable 
when vertical civilian development and industrial expansion 
abutting such areas establish the need for application of a 
higher and better use yardstick, including the possibility of 
unlocking real property tax potential. 


That report pointed to the fact that the island of Oahu, embracing 
the city and county of Honolulu, is the site of 28 major military estab- 
lishments. At least five of these—Fort Armstrong, Fort De Russy, 
Fort Ruger, Bellows Field, and Sand Island—appear to fall within 
the policy statement of Defense regarding installations in highly ur- 
banized areas. 

Reference has also been made in the past to such areas as the de 
Presidio, at San Francisco, which embraces more than 2 square miles 
(1,369 acres) out of the 28 square miles (when State-owned property 
is deducted) which comprise the city and county of San Francisco’s 
tax x base. 

2. Industrial plant holdings.—It is also believed by Defense that 
many of the industrial plants held by the military departments which 
are not excess to current or mobilization requirements can produce 
all goods and services required for defense purposes, if privately 
owned, provided the av ailability of production capacity is assured. 
Benefici al tax base effect on the local areas where such properties are 
located is readily apparent if this belief is translated into action, as 
proposed. in legislation for this Congress. 

Army training camps, Navy training-testing ranges.—Defense 
bie requested Army to establish a board of general officers to review 
and recommend current and future requirements for training camps 
with consideration given to the most recent mobilization concepts and 
technological advances. Training camps presently held comprise 
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8,842,271 acres of land and cost originally $1.8 billion, Such a com- 
prehensive study, Defense believes, 1s the only practical means of de- 
termining which, if any, of the individual camps are no longer re- 
uired. 

a Similarly, Navy—which is currently requesting additional lands 
totaling 5.1 million acres of public domain alone—has been requested 
to furnish more detailed and specific information relative to its ex- 
isting training and testing ranges. 

4. Military port terminals.—Studies of military port terminals are 
being made at the direction of Defense in order to determine the ex- 
tent to which military cargoes can be handled by private enterprise 
and which, if any, port facilities currently held by military depart- 
ments can be disposed of subject to protective covenants, 

5. Military depot system.—Analysis is being made of the entire mili- 
tary depot system by the Office of the Assistant Secretary of Defense 
for Properties and Installations, in conjunction with the counterpart 
Office for Supply and Logistics, for the purpose of achieving maximum 
cross-service utilization and assuring that all nonessential space is 
eliminated. 

6. Military airfields—Defense is initiating studies of all airfields 
controlled by the military departments in order to identify those that 
are outmoded and those which cannot economically be expanded, as 
well as those which should be disposed of for other than airport 
purposes. 

Committee conclusions, comment 


The committee recognizes, with the Department of Defense, that 
maximum results relative to review of all real property holdings under 
military control will not be achieved until final reports are in on all 
installations from all military departments, and until regulations have 
been effected to correct serious control deficiencies already established 
as existing. The principal concern of the committee—effecting of 
policy to assure in Defense operations establishment of a sound Federal 
policy looking to highest wee best utilization of a very substantial area 
of the public lands of the United States—has not to date been satisfied 
at the Defense level. The committee nevertheless believes one major 
achievement is apparent: It appears that for the first time a central of- 
fice of the entire Military Establishment has assumed its proper role 
in real property management, control, review, and utilization. 

The Defense Department, through the Office of the Assistant Secre- 
tary of Defense for Properties and Installations, has, in the commit- 
tee’s view, launched a program which—if retained as a function at the 
Defense level—will result in multimillion dollar savings to the Fed- 
eral taxpayer through reduction in direct Defense expenditures for 
management and upkeep of property not needed, not used, and not 
presently subject to local taxation or available to meet expansion re- 
quirements brought on by reason of growth of the community in which 
located. 

With what appears to be modest personnel staffing (20 people). and 
with a number of other responsibilities, the Directorate of Real Prop- 
erty Management has established a sound base, for the first time, for 
weighing at the central Defense level, the merits of military depart- 
ment requests for additional acquisitions: has developed criteria which 
should serve as “self-help” yardsticks for measurement, within the 
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military departments, of current use and future planning; has pro- 
vided bases for insisting on joint utilization, by a military department 
requesting land, of property already held but not fully utilized by an- 
other such department; and finally, and perhaps most important, it has 
given at least paper assurance that the entire Military Establishment 
will be much better geared, in advance of emergency mobilization, to 
know with some precision wha. it will require in the way of real prop- 
erty. Put another way, steps already taken at the Defense level hold 
the promise that there will be no repetition on some future mobilization 
day, if that should come, of the 800 percent increase in military real 

roperty holdings which came within 3 years after the outbreak of 
Vorld War II. 

If enacted, the measure herewith reported will serve to backstop the 
monumental progress made in Defense real property acquisition and 
utilization matters in the past 18 months. Reference hereafter to sev- 
eral items of unfinished business—particularly with respect to the 
degree of multiple use of existing holdings—should serve to further 
delineate the need for enactment of congressional control legislation 
at the earliest practicable date. 





UTILIZATION REVIEW BY MILITARY DEPARTMENTS 


This committee, in its 1956 report on predecessor legislation to that 
herewith reported, observed that— 


With or without Defense directives, it appears that the 
Departments of the Army, Air Force, and Navy, on their 
own motion, would have seen fit long before 1955 to institute 
utilization review procedures on a periodic basis at the de- 
partmental level. The committee record fails to reveal 
wherein any of the three military departments had so acted 
prior to 1955. 

It does appear that in May 1955, the Air Force initiated 
a comprehensive reports control procedure aimed at supply- 
ing the Department with a continuing, built-in basis for 
determining the justification for retention of existing hold- 
ings, or acquisition of new holdings. 


As indicated above, the committee last year expressed its firm con- 
viction that (1) no additional applications for land acquisition, except 
in case of most urgent necessity, should be approved pending com- 
pletion of such studies; (2) Defense agency policy had been, almost 
without exception where public lands were involved, to insist on 
withdrawals from all forms of public use—this notwithstanding the 
fact that in many instances substantial multiple-resource utilization 
and development would have been entirely compatible with the pro- 
posed military use; and that (3) the Defense Department had demon- 
strated that it was either unwilling or unable to insist that the milita 
departments conform their real property activities to such standards 
as Defense should develop. 

Again, the record made in the 85th Congress—in view of what has 
transpired in the interim—demonstrates the soundness of a very sub- 
stantial portion of the committee’s 1956 findings and conclusions. 

Reference to what one military department, the Department of the 
Air Force, discovered with regard to its own military lands policy 
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through internal and detailed analysis of that policy made after its 
appearance before the committee in 1956 will, the committee believes, 
serve to support the statement made in the preceding paragraph. 


Air Force landholdings, before and after 


On January 1, 1956, employing the adjusted figures contained in 
tables I, IV, and V, above, the Thesantetan of the Air Force controlled: 
14,447,409 acres of real property in the continental United States, plus 
in excess of 3 million acres (not included in the tabulations above) in 
Alaska. On the same date, it was seeking approval of pending appli- 
cations embracing an additional 3.3 million acres in the States and 
Alaska. 

With the close of its testimony on January 6, 1956, the Air Force had 
made a record which, summarized, found Air Force witnesses declaring 
with respect to its 14.4 million acres of land that— 

(1) The Air Force is using what it holds, and is constantly re- 
viewing its requirements for large landholdings; 

(2) The Air Force does permit multiple use, to include grazing, 
wherever practicable; and 

(3) The Air Force does permit fishing and hunting by the 
public, wherever practicable; and 

(4) That, with respect to possible joint use by the Navy of the 
Air Force’s sprawling (3.7 million acre) Nellis-Tonopah range 
in southern Nevada, or return to the public domain, Air Force 
witnesses declared “Not in the foreseeable future * * *.” 


USAF Weapons Range Board report 


On January 11, 1956, the Chief of Staff of the Air Force appointed 


what was designated as the United States Air Force Weapons Range 
Board for the purpose of — 


* * * reviewing and determining the current and future 


USAF bombing, gunnery, rocketry, and missile range re- 


quirements for training, testing, proficiency and development 
purposes. 


On October 9, 1956, the Board submitted its report, signed by Maj. 
Gen. Leland S. Stranathan, Chairman, and by the following members: 
Maj. Gen, Edward H. Underhill; Brig. Gens. Kurt M. Landon, Wil- 
liam E. Rentz, Charles M. McCorkle, William E. Blanchard, Avelin P. 
Tacon, Jr., and Arthur C. Agan, Jr.; Col. Joseph F. Brannock ; and 
Lt. Col. David F. MacGhee, the latter as recorder. 


While the bulk of the report remains classified, the matters germane 
to this legislation are unclassified. 


Stranathan Board report findings 


Because the Stranathan Board report findings represent, in the 
committee’s view, as critical and pointed self-analysis by a Federal 
agency of its internal workings as has come to the attention of the 
committee, a summary of the report’s unclassified findings are deemed 
germane to this report. 

The Air Force controls a total of 59 ranges in the 48 States and 
Alaska. Forty-one overland (38 States, 3 Alaska) embrace 14.2 
million acres of land; the balance, 18, are overwater ranges. 


23009°—5& H. Rept.. 85-1 vol. 1——68 
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1. Finding, range instructions.—As to adequacy of instructions gov- 
erning ranges, the Board found then— 


7s incomplete, obsolete, and complex. Specifically * * * 
they do not * * * contain data on new weapons, trajectories, 
safety distances, etc., which would permit field commanders 
to determine the operational limitations for the safe em- 
ployment of nonstandard ranges. * * * Provisions for periodic 
review and revision to assure currency of the existing pub- 
lications is either weak or nonexistent. 


2. Finding, range sizes——The Board found that no valid criteria 
existed for determining what the size of a range should be “to accom- 
modate a given training mission without undue jeopardy to private 
property and the public.” 

3. Finding, multiple resource use.—In the language of the Board’s 
report, it was determined that-— 


* * * reculations and manuals contain instructions regard- 


ing ranges to a limited degree. A general statement regard- 
ing the adequacy of these instructions is that they are incom- 
plete, obsolete, and complex. Specifically, they do not contain 
or announce clear-cut policy with regard to the desirability of 
permitting or encouraging hunting , fishing, grazing, a agricul- 
tural and mining activities. ° 


4. Finding, hunting, and fishing—The Board found that regula- 
tions on hunting and fishing by either military and/or civilian . per- 
sonnel, and policies of supervising authorities relating to hunting and 
fishing on various bombing and gunnery ranges are “* * * divergent 
and inconsistent.” 

The Board also found that, as of the date of its report, the Air 
Force controlled a total of 29 ranges where fishing and hunting might 
be applicable; that such activity “by both military and civilians was 
permitted on 15 ranges, military hunting and fishing only was au- 
thorized on 3, and no hunting or fishing whatsoever was permitted 
on 11 ranges. 

With regard to 11 ranges on which no hunting or fishing has been 
permitted, the Air Force Board found that such prohibition was 
“justified” on only 2 of them, and that on the other 9 ranges in 8 States, 
and embracing 5.1 million acres of land, such activity should be per- 
mitted, subject to personal security and basic military security. 

5. Finding, grazing and agriculture joint use.—The Board found 
that, with respect to guidelines for such joint use as grazing, agricul- 
ture and mining— 


There is no policy guidance in regulations to commanders 
regarding the desirability or undesirability of outleasing or 
subleasing for grazing and agricultural purposes. 


As an example of the confusion in this matter, the Board cited this. 
fact: One basic Air Force regulation stated that joint civilian use 
activities “will be governed by “AF Regulations 90-1 and AF Manual 
90-1”; the former ‘merely states that technical guidance in the opera- 
tion of these activities will be found in the latter; the latter merely 
provides guidance in procedure—but no policy guidance. 
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The Air Force Board found that there were 28 ranges under Air 
Force control where grazing or agriculture might be applicable; that 
such activity was permitted on 12 ranges, prohibited on 16 ranges. 
With regard to the 16 ranges where no grazing or agriculture was per- 
mitted, the Board found that such prohibition was “not justified” on 
12 of them—embracing more than 6.7 million acres in 10 States—that 
such prohibition was “justified” on the remaining 4 because of security 
and personal safety requirements. It should be emphasized that the 
Board finding was qualified to the extent that its conclusion was that 
grazing will be permitted if type of utilization (i. e., whether herders 
are required, whether wells will be drilled, etc.), and particular time 
of scheduling of military use make such use compatible. 

The effect of denial of such use for what has been at least 10 years 
can perhaps best be understood if expressed statistically: Assuming 
that the average acre of land held in ranges by the military has the 
same livestock carrying capacity as the average acre on the 148 million 
acres of grazing land controlled by the Bureau of Land Management 
(where use averages 50 acres per cow year, 8 acres per sheep year) the 
Air Force lands closed for many years where such closure was found 
“not justified” by the Stranathan Board would have a potential carry- 
ing capacity for more than 67,000 cattle and more than 420,000 sheep, 

r year. 

T Oceeeding that other factors—e. g., personal safety factors, contami- 
nation of range areas, or temporary Federal policies aimed at reducing 
agricultural crop acreages or grazing acreages—might reduce, or even 
preclude (in the case of Federal crop reduction policies) grazing en- 
tirely, the realistic reappraisal by the Air Force Board indicates what 
can be done when the effort is made. 

6. Finding, excess rangelands.—F¥ inally, and of greatest importance, 
the Air Force Board found on October 9, 1956, that of the 14.4 million 
acres said to be “fully utilized and needed for the foreseeable future” 
9 months earlier, a gross acreage of more than 5.5 million, or about 40 
percent of the total Air Force landholdings, were in fact excess to cur- 
rent and long-range Air Force requirements as bombing and gunnery 
ranges. [Emphasis supplied.] 

In short, an internal self-analysis by one military department dis- 
closed that rangelands equal in size to a strip of land 2.8 miles wide 
from New York to San Francisco—or larger than the States of Con- 
necticut and Delaware combined by 310 square miles, or larger than 
121 Districts of Columbia—were excess to its requirements for the 
purpose held. 

The extent to which such findings will serve to reduce Air Force 
requirements for purposes other than bombing and gunnery, or to 
satisfy new and pending requests by other military departments, had 
not, as of the date of this report, been determined. One immediate 


effect has been noted below under the heading “Navy Nevada Require- 
ments” (p. 407). 


Committee conclusion, comment 

The Air Force Weapons Range Board report of October 1956 
echoes, in statistics, in its own findings, and in its conclusions, the 
findings and conclusions transmitted to the Congress by this commit- 
tee on July 21, 1956, in House Report No. 2856, 84th Congress, on the 
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predecessor to H. R 5538, herewith reported. The 1956 committee 

report suggested that “inexcusable deficiencies” existed in Defense 

agency real property control procedures, while’ the Stranathan 

report—to the credit of those who brought it into being—admits their 

ene in one military department, the Department of the Air 
orce, 

The Air Force report adds up, almost incredibly, to several items. 
It means 5.7 million acres of land were found to have served the pur- 
pose for which held, and will thus be made available for a different 
Defense purpose to meet new mission assignments, or disposed of to 
the limited extent portions of it are improved, or returned to the public 
domain for entry and multiple use under the public land laws. The 
report also means that 6.7 million acres of Jand in 10 States, closed for 
many years to grazing and agriculture (although agricultural activi- 
ties are admittedly limited to a small percentage of this area), were 
found to be closed “without justification” and that 5.1 million acres of 
Air Force land in 8 States were similarly found to be closed to hunting 
and fishing “without justification.” Further, it reflects—after too 
many years—willingness and ability, with Defense guidance, to apply 
policies looking to wiser, more economical use of a vast area of Federal 
lands held for Defense purposes. 

The report of the Air Force Board, it appears, will result in several 
millions of dollars of direct savings at the outset, and the procedures 
established as a result of the study hold promise of tens of millions of 
dollars in savings in future Air Force operations. 

It should be noted that as of February 2. 1957. the military denart- 
ments reporting to Defense under the 1955 utilization review direc- 
tive, with a total of 2.153 reports due (see table X, above), had report- 
ed as follows: Air Force, 701 of 701 reporis; Navy, 342 of 982 re- 
ports: and Army, 428 of 470 reports. 

Tn light of the Air Force findings with regard to its own operations, 
the committee believes that the Department of Defense should never- 
theless insist on a detailed followup scrutiny of the Stranathan Board 
findings, and in turn that Defense should insist on development of 
similar internal reports on the part of the Departments of the Army 
and Navy, with assurances of a detailed Defense study of them there- 
after. 


Navy Nevada requirements 


In its 1956 report, the committee devoted extensive comment to its 
findings on certain matters growing out of a request of the Depart- 
ment of the Navy for withdrawal of some 2.8 million acres in northwest 
Nevada in what is known as the Black Rock Desert-Sahwave Moun- 
tain area, such lands to be used to meet the Navy’s west coast gunnery 
training requirements. 

The committee expressed concern that this action would take from 
the northern Nevada economy, as initially proposed. some 35 ranches 
ranging in size from 200 to more than 19,000 acres: 22.409 cattle and 
14,000 sheep grazing in the area; 142 patented mining claims, 1,609 
unpatented mining claims, and several millions of dollars worth of 
operating mines: and, from sound game and conservation management, 
one of the State’s best wildlife habitats for antelope, mule deer, sage 
hens, and chukar partridges; further, that this withdrawal would be 
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made in northern Nevada of 3.8 million acres when neither the Air 
Force on its own, nor the Defense Department had developed utiliza- 
tion reperts for the 3.7 million acre Nellis-Tonopah Air Force Range 
in southern Nevada, which reports might have served to sustain the 
repeated turndowns by the Air Force of the Navy’s pleas for joint use 
by the Navy of a portion of the Air Force’s Nevada range holdings. 

As noted above, Air Force witnesses, when asked on January 6, 
1956, when Nellis-Tonopah might be made available for joint Air 
Force-Navy use replied, “Not in the foreseeable future * * *.” 
Thereafter, when the Air Force announced on March 1, 1956, that 
more than 2 million acres at Nellis-Tonopah would be made available 
for Navy use, subject to partial interim Atomic Energy Commission 
use, the Navy argued that the Air Force offer came “too late” be- 
cause of the Navy’s multi-million-dollar investment in the Fallon, 
Nev., Naval Auxiliary Air Station, 30 miles northeast of Reno and 
served for gunnery purposes by temporarily withdrawn lands at Black 
Rock Desert and Sahwave Mountain. 

The Air Force, in the Stranathan report, reiterated its conclusion 
that some 2.1 million acres of Nellis-Tonopah were excess to all cur- 
rent or long-range Air Force needs, and that an additional 700,000 
being used on an interim basis by AEC would be made available in 
or before 1959. 


On or about March 1, 1957, the Defense Department transmitted 
to the committee the following statement : 


The Department of the Navy will make use of that portion 
(known as Tonopah) of the Air Force Las Vegas Range, 
which is excess to Air Force requirements. This should re- 
sult in a substantial reduction in the Navy requirement for 
land at Black Rock-Sahwave, and should also cause an early 
decision as to the actual requirement for land at Black Rock- 
Sahwave. 

Committee conclusion, comment 


The repeated Air Force turndowns of Navy requests for joint Air 
Force-Navy use of Nellis-Tonopah, and defense of that action in Janu- 
ary 1956, only to announce release of more than 2 million acres there 
2 months later, was labeled by this committee in its 1956 report “in- 
explicable.” The Navy’s plea that the March 1, 1956, Nellis-Tonopah 
Air Force release came “too late,” was similarly labeled “incomprehen- 
sible.” Finally, the action of Defense in blessing all of the positions 
of both Departments was labeled “an inexcusable deficiency in (De- 
fense) control procedures.” 

In light of events which have since transpired, it appears that a 
promised resurvey by Navy of its requirements has been made, with 
the results indicated, that the Air Force Weapons Range Board re- 
port explains the turndowns—without defending them; and that, 
however tardily, Defense did enter the picture. 

The committee assumes that the “substantial reduction” indicated 
at Black Rock-Sahwave would be at least equal to the amount made 
available at Nellis-Tonopah. If so, in addition to reducing by ap- 

roximately 2 million acres the net Navy requirement in northern 
Nevada, this action will assure that 2 million abandoned—and sub- 
stantially contaminated—acres in southern Nevada will not go unused. 
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MILITARY HUNTING AND FISHING 


By way of background, the committee here repeats a portion of what 
was said in its 1956 report on H. R. 12185, the predecessor to H. R. 
5538, both of which would operate to effect ‘substantial changes in the 
present military-local relationship with respect to fishing g, hunting, 
and trapping on military installations. 

Accompanying the jump in military land holdings from 4 million 
acres in 1940 to more than 25 million acres in 1945, and continuing to 
the present time, there has been repeated collision between the military 
and Federal (including United States Fish and Wildlife Service per- 
sonnel) and State officials charged with the repaneneity for develop- 
ment, management, and harvesting of fish, game, and wildlife re- 
sources. 

Without attempting to detail—or reconcile—the legalistic differ- 
ences of opinion, 1t may be said that the basic Federal policy with re- 
spect to fish, game, and wildlife resources found on Federal real prop- 
erty, outside of holdings for defense and certain atomic energy in- 
stallations, has been to provide for exclusive State jurisdiction, in- 
cluding management and enforcement or to provide for concurrent 
Federal-State jurisdiction. 

The Assimilative Crimes Act of June 25, 1948 (62 Stat. 683), is the 
basic Federal law governing the application of State and Territorial 
law on Federal reservations of public lands. 

Section 7 of the 1948 act (62 Stat. 683, 685; 18 U. S. C. 7), defines 
the special maritime and territorial jurisdiction of the United States, 
in part, to include— 

* ; * *” * * 


(3) Any lands reserved or acquired for the use of the 
United States, and under the exclusive or concurrent juris- 
diction thereof, or any place purchased or otherwise acquired 
by the United States by consent of the legislature of the State 
in which the same shall be, for the erection of a fort, maga- 
zine, arsenal, dockyard, or ‘other needful building. 


Section 13 of the 1948 act (62 Stat. 683, 686; 18 U. S. C. 13) relates 


to laws of the States adopted for areas within Federal jurisdiction in 
this language: 


13. Whoever within or upon any of the places now existing 
or hereafter reserved or acquired as provided in section 7 of 
this act, is guilty of any act or omission which although not 
made punishable if committed or omitted within the jurisdic- 
tion of the State, Territory, possession, or district in which 
such place is situated, by the laws thereof in force at the time 
of such act or omission, shall be guilty of a like offense and 
subject to a like punishment. 


The military has asserted—and the assertion has not been success- 
fully challenged—that State laws governing the taking and posses- 
sion of fish, wildlife, and game apply as follows: 


(1) Areas of exclusive Federal jurisdiction—State officials 


have no enforcement authority and State hunting and fishing 
licenses are not required. 
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(2) Concurrent Federal-State jurisdiction areas.—The State 
may require possession of a license and State laws may be en- 
forced by officials both of the State and Federal governments. 

(3) Exclusive State jurisdiction—Where neither exclusive 
Federal nor concurrent Federal-State jurisdiction exists, the 
State fish and game laws will govern, and State and local officials 
“* * * should be afforded every opportunity to enforce the fish 
and game laws and regulations’—except that “* * * current 


security regulations will take precedence over State or local fish 
and game laws.” 


A number of the States have taken the position, however, that apart 
from the right of the United States to assert. sovereignty over the 
lands it owns, all of the fish, game, and wildlife resources within the 
exterior boundaries of a State in which there may be located Federal 
real property as ferae naturae, are the “property” of the citizens of 
the State and subject to the laws of the State, with the exception of 
migratory birds. 

1956 report of the committee 
In its report last year, the committee said this: 


It is submitted by the committee that testimony and state- 
ments received during its extended hearings on the fish and 
game aspects of military land holdings constitute an almost 
wholesale indictment of the policies and procedures presently 
in effect. This is so—not because violations, noncooperation, 
and flagrant disregard for sound fish and game management 
principles are the rule, for they are in fact the exceptions to 
the rule—but because in those several instances where conflict 
has arisen between the military and local officials, minor irri- 
tations have continued over a period of months or years, and 
have been permitted to balloon into king-sized verbal battles, 
and have done little to serve the cause of wise resource man- 
agement and use. ‘These longstanding military-local conflicts 
continue today while the Department of Defense has been 
unwilling or unable to resolve them to the mutual satisfac- 


tion of local authorities, or it has been indifferent to their 
resolution * * *, 


While both the military and local officials have remained unyielding 
in their basic disagreement in some areas over what is legally required 
with respect to licensing of military personnel assigned within a State 
or Territory, the committee reiterates its expressed view of last year 
that the questions in disagreement should be mooted by enactment of 
the reported legislation. Particularly does this appear feasible and 
desirable in light of what has transpired in the past 12 months. 
Progress in improving military-local relations 

The record made in the 85th Congress is one which reflects measur- 
able and substantial improvement in military-local relations in fish- 
ing, hunting, and trapping matters, with a limited number of matters 
still unresolved. 

The Defense Department and each of the three military depart- 
ments have, in the past year, rewritten the regulations governing hunt- 
ing and fishing activities on military reservations under their control, 


iy 
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and the committee believes that as rewritten, the regulations represent 
an acceleration in the evolutionary moves toward increased military- 
local understanding. 

While last year’s report point to several areas where it appeared 
individual Army commanders and local conservation officials id not 
see eye-to-eye, it appears steps have and are being taken to remedy 
basic differences. For example, Army regulations issued November 


6, 1956, were described by the top Department of the Army witness as 
achieving this result : 


* * * the Army’s policy is to comply fully with the penal 
provisions of State hunting and fishing laws, such as those 
pertaining to seasons, bag limits and sex of animals killed; 
to cooperate with all State and local officials interested in 
hunting and fishing, wildlife and conservation ; to quickly and 
vigorously prosecute all violators; and to engage in long range 
conservation and game management programs on all military 
reservations. 


Army performance in keeping with this policy declaration is evi- 
denced from several quarters, to include the following. 

Camp McCoy, Wis.—This 10,000-acre area, described in 1956 as “a 
haven for the unlawful taking of deer” by reason of insufiicient gar- 
risoning of military personnel during the State hunting seasons, has 
witnessed in the past year several changes to remedy the situation. 

Where only 100 to 200 licenses per year for civilians to hunt at 
Camp McCoy were previously issued, about 2,000 were issued during 


the past season. During the past deer season, the Army supplemented, 


its own limited post complement by military police furnished from 
Fifth Army Headquarters to assist local wardens in patrolling the 
reservation; through cooperation of the United States district attor- 
ney at Madison, Wis., and through efforts of military patrols and 
Federal agents supplied as a result of Army requests, 22 poachers— 
none of them military personnel—were arrested and turned over to 
the United States commissioner. This activity, it is believed, will 
serve as notice of the consequence to follow future violations, with 
military-local cooperation responsible. 

Fort Sill, Okla—The longstanding controversy between local and 
Federal wildlife interests and the Army over the latter’s request for 
transfer of exclusive use of some 10,700 acres for artillery training 
purposes from the 59,000-acre Wichita Mountains National Wildlife 
Refuge in Oklahoma appears to have been finally resolved as of Febru- 
ary 28, 1957. Opponents of the Army move had argued that the pro- 
posed Army takeover would cut the “heartland” out of this ouistand- 
ing game and bird management area, along with key public 
use areas therein. 

Under terms of the Army-Interior agreement reached last month, 
the Army is settling for about one-third of the 10,700 acres origi- 
nally requested on a 10-year use permit basis which in effect is an 
extension of one which has been in force for many years; terms of the 
agreement provide for assuring no military or civilian hunting there- 
in, periodic entry by conservation officials, exclusion from the area 
agreed on of Boulder Camp, and public-use facilities at Post Oak and 
Treasure Lakes, road relocation at Army expense, and pro tanto re- 





_ 
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arent elsewhere of public-use facilities in the Elm Springs and 
ecan Springs Camps. 

Alaska—Alaska Game Commission spokesman testified that his 
organization had received “excellent cooperation” in all respects from 
local military commanders during the past year. In addition the 
Army in Alaska assisted Alaskan game officials by furnishing trained 
conservation agents on full-time temporary-duty status to augment 
the Fish and Wildlife Service during the hunting and fishing seasons; 
assisted Alaska agencies by taking creel census to be used for restock- 
ing studies, and assisted in restocking of lakes and streams; and sent 
25 students, as an annual procedure, to the University of Alaska to 
take the annual course on wildlife management for military person- 
nel—for later assistance in enforcement. 

Fort Meade, Md.—The Army resolved disagreement with Maryland 
State game officials regarding State or county licenses for military 
personnel at Fort Meade (embracing 72,721 acres), and with regard to 
Sunday hunting, by agreeing to require Maryland licenses, and abide 
by the prohibition against Sunday hunting. 

Numerous installations—The Army was able to supply the com- 
mittee this year with evidence of very meaningful examples of con- 
servation, restocking, and wildlife management programs conducted 
at various Army installations during 1956; Fort Devens, Mass. ; Fort 
Knox, Ky.; Camp Breckenridge, Ky.; Ravenna Arsenal, Ohio; Fort 
Meade, Md.: Camp A. P. Hill and Camp Pickett, Va.; Fort Rucker, 
Ala.: Fort Bliss and Fort Sam Houston, Tex.; Fort Sill, Okla.; 
Hunter Liggett Reservation, and Camp Cooke, Calif.; and Fort 
Douglas, Utah. These activities added together mean more than 
50.000 fish were introduced through restocking on these reservations, 
together with over 12,850 quail, pheasants, and partridges. More than 
430,000 trees were planted last year, in addition to well over 5,000 
acres of feed and cover crops planted, and thousands of pounds of 
hay, grain, and salt placed for scratch and winterfeed for birds and 

ame. 
. Aberdeen Proving Ground, Md.—In testimony before this commit- 
tee in 1956, the Aberdeen, Md., Proving Ground, an Army installation, 
was characterized by the Chief of the Wildlife Division, United 
States Fish and Wildlife Service as— 


* * * 9 deluxe officers’ shooting club [where] there is a 
master sergeant and a couple of assistants who spend all fall 
during the open season handling the blind system over there. 


The same witness described the difficulty encountered by Federal 
game agents who have attempted to enter the area for investigation of 
hunting practices asserted pursued there. 

No Army comment was received at that time. 

Without otherwise enlarging on the matter, the commanding gen- 
eral, Second Army, under which Aberdeen Proving Ground falls, in 
a report dated January 18, 1957, includes these comments on activities 
at that installation— 





With close cooperation and frequent meetings between 
State game officials and representatives of this installation an 
effective program of supervised hunting was established. 

* * * A program for release of duck blinds over which this 


ee 
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installation exercised riparian rights has resulted in civilian 
utilization of these blinds through county officials. 


Practices and problems in other areas indicate a need for resolution 
of basic policy questions still left unsettled. 

Fort Bliss, T'ex.-New Mexico.—The 1956 committee report pointed to 
repeated clashes over the past 20 years between successive New Mexico 
governors and commanding oflicers at Fort Bliss, Tex., regarding the 
use of the 728,000-acre (449,000 acres public domain) Army antiair- 
craft range in New Mexico and used by Bliss personnel for training. 

The heart of the argument has been insistence by New Mexico of- 
ficials that State laws regarding licensing, season, and taking, together 
with policing of the area by New Mexico officials, should apply. The 
Army has objected particularly to requirement of New Mexico law 
for nonresident licenses, and has in the past apparently permitted 
hunting without licenses, and with State game oilicials barred from 
entry for observations as to enforcement and compliance. 

As of the date of this report the Army had temporarily resolved 
the matter by barring any and all hunting on the 728,000-acre reser- 
vation. In the event agreement is not reached prior to that time, 
H. R. 5538 would operate to define clearly the rights and responsibili- 
ties of both military and State guests. 


Military hunting and fishing guests 


In its 1956 report, the committee referred to huge Federal military 
reservations containing extensive fish, game, and wildlife resources 
with the comment that— 


* * * in too many instances such areas have taken on all 


the aspects of exclusive military hunting preserves, closed 
to the public at large, closed to the Federal and State officials 
charged with responsibility for fish and game law enforce- 
ment * * *, 


As indicated above, it appears that marked progress has been made 
in the direction of assuring that State and Territorial laws govern- 
ing season and bag limits and establishing penalties for violations are, 
in large measure being enforced with reasonably close military-local 
cooperation. With respect to the “hunting preserves, closed to the 
public at large” observation, however, much remains to be done. 

While the following references are to Army practices and proce- 
dures, it appears that on a number of Navy, Marine Corps, and Air 
Force (until December 1956) installations, essentially the same situa- 
tion exists. 

Fort Knox, Camp Breckenridge, Ky.—In a report made available 
to the committee, the commanding general of Second Army, whose 
jurisdiction includes the United States Army Armor Center, 
Fort Knox, Ky. (107,133 acres) , and Camp Breckenridge, Ky. (35,681 
acres), points out that, with respect to nonmilitary hunting and fishing 
procedures— 


Commanding General, United States Army Armor Center, 
has issued to Members of Congress, State government of- 
officials, city officials of communities adjacent to Knox and 
Breckenridge, and prominent citizens who have demonstrated 
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active interest in military affairs invitations to hunt and fish 
at Knox and Breckenridge. 


The report on these Kentucky installations then adds: 


In addition, responsible citizens residing in adjacent com- 
munities who make request to commanding general for per- 
mission to hunt at Knox and Breckenridge are granted per- 
mission providing they comply with State game laws and 
local personnel are available to accompany them to insure 
compliance with safety and hunting regulations. Permit 
holders include both military and civilian employees of the 
installations who have valid State hunting and fishing li- 
censes. They are authorized to have a guest for three 2-day 
periods during any one game season. 


Other Army areas.——Knox and Breckenridge are under Second 
Army, which exercises jurisdiction over Army installations in seven 
States: Pennsylvania, Delaware, Maryland, Virginia, West Virginia, 
Kentucky, and Ohio. 

With respect to other Army areas, a somewhat similar guest guide- 
line seems to prevail. 

In the seven-State Third Army area (North Carolina, South Caro- 
lina, Georgia, Florida, Alabama, Mississippi, and Tennessee) post 
civil service personnel, retired military personnel, and guests of mili- 
tary personnel, in addition to military personnel on active duty, 
are permitted to hunt and fish. In the five-State Fourth Army area 
(Arkansas, Louisiana, Texas, Oklahoma, and New Mexico) the gen- 
eral rule appears to be that hunting and fishing is permitted for mili- 
tary personnel, post civilian employees, and other civilians only “as 
invited guests of military personnel.” In most instances in the 13- 
State Fifth Army area (Michigan, Wisconsin, Illinois, Missouri, In- 
diana, Iowa, Minnesota, North Dakota, South Dakota, Nebraska, 
Kansas, Wyoming, and Colorado) hunting and fishing privileges on 
military installations are limited to military personnel, active and 
retired, and civilian employees; in addition, “some” standby installa- 
tions permit civilian participation when State requirements are met. 

From reports made available involving military installations in the 
8-State First Army area (Maine, New Hampshire, Massachusetts, 
Connecticut, Rhode Island, New Jersey, New York, and Vermont), 
and in the 8-State Sixth Army area (Montana, Washington, Ore- 
gon, Idaho, Utah, Nevada, Arizona, and California), it is not clear 
what the policy is with respect to nonassigned military personnel or 
civilians hunting on a given reservation, although both indicate a 
substantial number of civilians have hunted and fished on their instal- 
lations. 

Hunting-fishing by visiting, transient military 

Another matter to which the committee has addressed itself, and 
which has frequently been the source of official and public complaint, 
is that raised through fishing and hunting use of large military reser- 
vations almost exclusively by military personnel, including visiting 
personnel or those assigned for brief training periods. 

Two examples of Army military installations in the State of Vir- 
ginia should establish the point, and present a study in contrast. 
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Camp A. P. Hill, Va—Camp Hill is an Army installation aggre- 
gating in size nearly 77,000 acres rated as an outstanding hunting area 
for deer and small game, and for fishing. 

A total of 182 personnel—10 officers, 87 enlisted men, and 85 Army 
civilian employees—are permanently assigned there. Training areas 
and quarters on the post are utilized for brief periods throughout the 
year by various groups from the area, including Regular and Reserve 
Army units, some Monise personnel, National Guard units, ROTC 
units, and Boy Scouts; all totaled, several thousands of individuals, on 
temporary assignment, use the area. In addition, for limited scheduled 
periods, the area is used by the Air Force for low-altitude bombing and 
strafing practice, and by naval and marine air units for loft bombing 
practice. 

During an approximately 9-week period November 1956-—January 
1957, a total of 6,250 persons hunted at Camp Hill during the deer 
season. The breakdown is as follows: Army, 2,417; Navy, 680; Air 
Force, 1,205; Marines, 203; and civilians (the portion coming from 
Army civilian employees, as guests of military, and from the public at 
large is not known), 1,745. 

In other words, during the deer season just ended at Camp Hill, 
where only 97 Army military personnel and 85 Army civilian per- 
sonnel are permanently assigned, of a total of 6,250 persons permitted 
to hunt, 4,505 were military personnel, the balance civilians. It is not 
known what percentage of the hunting military personnel were on 
temporary duty at the post, what percentage were visiting there. 

Camp Pickett, Va——Camp Pickett, another Army installation in 
Virginia, essentially on standby basis, embraces nearly 49,000 acres of 
land classed as excellent for hunting and fishing. Prior to August 24, 
1956, there had been limited but continuing complaints from some 
quarters because of assertedly limited civilian use, and because of 
military-State cooperation said to be lacking in some respects. 

On Angust 24, 1956, the Army entered into an agreement with the 
State of Virginia providing for joint usage of the reservation area, 
to include opening of the area to all hunters and fishermen without 
regard to military or civilian status; operation of a continuous Army- 
civilian joint effort conservation program; outstanding cooperation 
between Army-civilian authorities in game and fish surveys and plant- 
ing of seedplots for feed; requirement of compliance with State regu- 
lations required; and enforcement assured through civilian and mili- 
tary game wardens exercising concurrent jurisdiction, 

Thereafter, and up to December 31, 1956, a total of 3,668 hunters 
were permitted to hunt at Camp Pickett. Of this total, between 3,300 
and 3,500 were civilians, on a first-come-first-served basis. 

Camp Hill and Camp Pickett stand as contrasts in the eyes of the 
public at large, many of whom have argued that military personnel 
not permanently assigned to any given installation should stand in no 
different position or priority with respect to fishing or hunting on that 
installation than does any sportsman from the public at large. 

The committee has adopted language in the reported bill which it 
believes will establish clear-cut standards for hunting or fishing use 
by visiting or weekend military personnel, and will make one major 
recommendation with respect to the “military guest” philosophy of 
parceling out hunting and fishing privileges. 
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Meanwhile, one recent development suggests a direct approach to- 
ward improved public understanding of military reservation use. 


Air Force-Fish and Wildlife Service agreement 


In a preceding section, the committee has noted that reexamination 
ef Air Force range holdings by the Air Force Weapons Range Board 
disclosed that for a number of years more than 5.1 million acres of 
land on 9 ranges in 8 States had been automatically and continuall 
closed to fishing and hunting. In the words of the Air Force Board, 
this closure was labeled “without justification.” 

Following up this self-indictment, on December 17, 1956, the De- 
partment of the Air Force entered into a military conservation mile- 
stone memorandum of agreement with the United States Fish and 
Wildlife Service for the development of a fish and wildlife conserva- 


tion program throughout the United States Air Force. This formal, 
written agreement provides that— 


(1) The Air Force and the Fish and Wildlife Service agree to 
to mutually assist each other to develop and maintain fish and 
wildlife resources on property presently held, and to be held by 
the Air Force; 

(2) The Service will aid the Air Force by providing technical 
advice and assistance in development and management plans, 
in construction and management of fishing waters, improvement 
of habitat, stocking of suitable game, predator control, planting 
of food for wildlife, and similar practices ; 

(3) The Air Force will implement and carry out the fish and 
wildlife management plans approved by the two agencies to in- 
clude orderly harvesting of the fish and game crop, insofar as 
this may be done without interference with the primary Air 
Force mission ; and 

(4) The Service and the Air Force, consistent with their pri- 
mary objectives and responsibilities and the availability of funds 
and personnel, will endeavor in every possible instance to coop- 
erate with State conservation departments in the development 
and management of the programs. 


Committee conclusion, comment 


As stated at the outset of this section, it appears that very substan- 
tial progress has been made by Defense, and in the three military de- 
partments, in the direction of ironing out long-standing military-local 
clashes on fish and wildlife. 

It is clear, however, that there remains some validity in the assertion 
that “exclusive military hunting preserves” still exist, since the bases 
for permitting particular off-reservation personnel (whether military 
or civilian) to hunt or fish on a given reservation cannot be directly 
related by the committee to military security, personal safety, or sound 
conservation practices. If there is going to be hunting or fishing with- 
in a given military installation by persons other than those actually 
assigned to, or living on, that reservation—which would seem to rule 
out personal safety considerations—then it would appear that in the 
matter of obtaining on-reservation permits outsiders should stand at 
gl with each other, whether military or civilian, except in what might 

very special circumstances involving military security. 
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In summary, it is dificult to discern the relationship between sound 
game, and fishery resource management and a system which limits on- 
reservation hunting to such varied off-reservation groups (civilian and 
military) as Members of Congress, State government officials, city 
officials of adjacent communities, retired military personnel, invited 
guests of military personnel, and prominent citizens who “have dem- 
onstrated active interest in military affairs.” Yet, as stated above, the 
aforementioned groups from the public at large fell within the privi- 
lege on vast acreages of military reservations. 

Nor isa majority of the committee convinced that thousands of visit- 
ing military personnel, or military personnel on temporary duty, 
should be permitted to fillallowed quotas, to the exclusion of the sport- 
ing public at large living in the vicinity of the installation involved. 

The committee considered insertion of language in H. R, 5538 which 
would have provided that, hereafter, on-reservation military per- 
sonnel and their dependents would have first opportunity to fill estab- 
lished hunting and fishing quotas, In those instances where off-reser- 

vation individuals, military or civilian, were to be permitted to par- 
ticipate—excepting in those limited instances where special military 
security aspects might be involved—the balance of such quotas would 
be filled just as they are on all other lands open under a limited-quota 
system to hunting and fishing, i. e., on a first- -come, first-served basis 
from the public-at-large. Since military reservations are peculiarly 
geared to the check-in and check-out system, it would appear that the 
chief-obstacle to.such-a procedure being established wniversally is, 
simply, historical practice on a number of installations. 

While a majority of members were agreed on the end to be accom- 
plished by such an amendment, time did not permit development of 
language to achieve that end; at the same time, it appeared to some 
members that opportunity should be provided for the individual mili- 
tary departments to internally develop regulations to discard the 
“guest of the military” approach, and failing that, for Congress to 
legislate in the field. 

Pending final disposition of this question, and the reported bill, the 
sum-total of the past 12-months actions by the military in hunting- 
fishing matters is: very meritorious and meaningful progress. 


THE MILITARY AND PETROLEUM RESOURCES 


The committee takes this opportunity to bring the Congress up to 
date on two matters involving petroleum resources development and 
the effect of Defense land and airspace requirements on that develop- 
ment. 

San Nicolas Island, Calif—The committee, in its 1956 report, set 
out in detail the Navy position with respect to its asserted authority 
to conduct petroleum exploration activities on San Nicolas Island, a 
14,000-acre Navy reservation created by Executive order in 1933 and 
located some 68 miles southwest of Los Angeles in the Pacific Ocean, 
and approximately 80 miles south of a point midway between the cities 
of Santa Barbara and Ventura. That report also registered the com- 


plete disagreement of the House Interior and Insular Affairs Com- 


mittee with the basic position of the Navy, also disagreed to by the 


House Appropriations Committee in denying funds for Navy explora- 
tion on San Nicolas. 


| 
| 
| 
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This year’s testimony by Navy in no way operated to change the 
position of this-committee in its opposition. to the-Navy’s claim of 
existing authority to explore outside of established Navy petroleum 
reserves or Oilshale reserves. Nor has the committee changed its posi- 
tion with respect to courses of action it believes the Navy should pursue. 
The committee still has no judgment as to the need for creation of addi- 
tional naval petroleum reserves, nor does it have a judgment as to the 
desirability of the Navy—or any other Federal agency—conducting 
exploratory petroleum drilling operations. The committee does point 
out that the Navy has not, since last year’s testimony, taken either of 
two basic steps which would indicate the Navy is convinced that 
present Navy petroleum reserves are inadequate: the Navy still has not 
sought—after many months and thousands of words of discussion, de- 
bate, briefs, cross-briefs and argument—to have set aside additional 
lands as petroleum reserves through Presidential Executive order, nor 
has it attempted to do so by specific act of Congress. Those two. 
courses of action remain open. 

Finally, it is pointed out that the Defense witness on this question 
from the Office of General Counsel, in two different responses to. 
questions addressed to him, declared— 


* * * Tt is our feeling that, with reference to the bill now 
pending before the committee, section 6 of the bill would 
preclude, by statutory language, exploration by the Navy 
for petroleum in areas reserved for naval purposes as. dis- 
tinguished from areas set aside for naval petroleum re- 
serves, * * * 


and most significantly, the same witness declared— 


* * * The Defense Department’s position on the bill does 
not take issue with what this section would do with respect 
to exploration, namely, preclude it. 


Outer Continental Shelf lands.—The committee, because of certain 
provisions in the reported bill dealing directly with outer Continental 
Shelf lands, again calls to the attention of the House the existing 
situation with respect to development of such lands and asserted mili- 
tary airspace requirements. 

As members know, the Outer Continental Shelf Lands Act of 
August 7, 1953 (67 Stat. 462; 43 U.S. C. 1331), had as its principal 
object and purpose declaring it to be the policy of the United States 
that the subsoil and seabeds of the “outer Continental Shelf”— 
explicitly leaving unaffected the character of the high seas above the 
shelf and the rights to navigation and fishing thereon—appertain to 
the United States and are subject to its jurisdiction, control, and 
power of disposition, as set out in the act. 

The act defines “outer Continental Shelf” as meaning— 


* * * all submerged lands lving seaward and outside of the 


area of lands beneath navigable waters as defined in (the 
Submerged Lands Act of 1953) * * *. 


The Submerged Lands Act of May 22,1953 (67 Stat. 291; 43 U.S.C. 
1301) in section 2 (a) (3) contains this language: 


The term “land beneath navigable waters” means all lands 
permanently or periodically covered by tidal waters up to 
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but not above the line of mean high tide and seaward to a 
line three geographical miles distant from the coastline of 
such State, and to the boundary line of each State where in 
any case such boundary as it existed at the time such State 
became a member of the Union, or as heretofore approved 
by Congress, extends seaward or into the Gulf of Mexico 
beyond three geographical miles. 


Interior authority 


The act grants to the Secretary of the Interior authority to grant 
leases or permits for the use of shelf lands, among other things— 


* * * Tn order to meet the urgent need for further explora- 
tion and development of the oil and gas deposits of the sub- 
merged lands of the outer Continental Shelf * * * (67 Stat. 
462, 468; 43 U.S. C. 1387). 


Since the effective date of the act, with less than 600,000 acres 
of outer Continental Shelf lands under lease, there has been paid 
into the Federal Treasury more than $253 million—a sum in excess 
of one-half the gross amount received by the United States in all the 
35-year operation of the Mineral Leasing Act of 1920. 

Section 12 (a) of the act (67 Stat. 462, 469; 43 U. S. C. 1339), 
authorizes the President to withdraw from disposition any of the un- 
leased lands of the shelf and section 12 (d) reserves to the United 
States the right to designate by and through the Secretary of Defense, 
with the approval of the President, as areas restricted from explora- 
tion and operation— 


* * * that part of the outer Continental Shelf needed for 
national defense * * *, 


and provides that so long as such designation remains in effect no ex- 
ploration or operations may be conducted on any part of the surface 
of such area except with the concurrence of the Secretary of Defense. 


Interior concern over status of warning areas 

In connection with the section immediately below, and on the gen- 
eral status of warning areas, there is inserted at this point a supple- 
mental report of Interior dated March 15, 1957. 


DEPARTMENT OF THE INTERIOR, 
OFrrice OF THE SECRETARY, 
Washington, D.C., March 15, 1957. 
Hon. Cram Enc, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 

Dear Mr. Enctz: This is with further reference to our report of 
February 4, on H. R. 627 and in connection with H. R. 5538, which 
you introduced March 4, and upon which we are informed your com- 
mittee has voted favorably. 

The inclusion in the new bill of certain language applicable to 
the outer Continental Shelf, which we suggested, is appreciated. 
However, the insertion by the committee of subsection (3) in section 
1 of that bill presents a difficult problem for this Department. 
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That subsection excepts from the operation of the act warning 
areas set aside in the Federal lands and waters of the outer Con- 
tinental Shelf prior to the enactment of the Outer Continental Shelf 
Lands Act. Since H. R. 5538 is concerned exclusively with land 
withdrawals, reservations and restrictions, it may, if enacted, result 
in closing to oil and gas leasing an area of 22,320,520 acres, of which 
over 15 million acres are in the Gulf of Mexico and a large percentage 
of which covers areas of the highest prospective value. 

It is our understanding that the committee is persuaded that they 
do not bar oil and gas leasing and that the subsection was only in- 
cluded because of that belief. We also believe that as a matter of 
law they do not now prevent such leasing because: (1) they do not pur- 
port to, nor do they, withdraw the water surface or the seabed and 
subsoil; (2) the Outer Continental Shelf Lands Act, enacted by 
Congress pursuant to its exclusive constitutional authority provided 
in section 8 for mineral leasing on all or any part of the outer Con- 
tinental Shelf, and in section 12 it specifies the exclusive ways in 
which any portion thereof may be withdrawn or closed to leasing. 
Thus, any future warning areas on the outer Continental Shelf will 
have to be set aside pursuant to the provisions of that section. How- 
ever, the purposes for which the existing warning areas were created 
by reason of the resulting fallout necessarily make surface use hazard- 
ous in the extreme, and, as a practical matter, preclude oil and gas 
development in such areas and it is the legal effect which subsection 
(3) may have on this practical problem which causes us to question 
its inclusion in the bill. 

The rules of statutory construction require that we seek to give 
effect to every word of a statute. If that is done literally, and with- 
cut reference to other possible aids to construction, it would appear 
to require the conclusion that subsection (3) would give the same 
effect to these warning areas as it would if they were called reserva- 
tions. It is recognized that they are reservations of airspace only. 
(See p. 8 of Terms of Reference and Procedures Manual, Airspace 
Panel, Air Coordinating Committee.) The Outer Continental Shelf 
Lands Act treats the subject as new and is comprehensive within its 
scope. Congress, of course, was aware of the existence of these warn- 
ing areas, but nonetheless made no exception of them. However, sub- 
section (3) now proposes to do what Congress did not see fit to do 
and what the Defense Department refrained from asking it to do in 
1953. 

The enactment of the subsection would materially increase our diffi- 
culty in leasing highly prospective portions of such areas by giving 
at least a semblance of legality to an assumption that they withdraw 
the lands. Even before the Defense Department included them in its 
proposed designations under the Outer Continental Shelf Lands Act 
the interested agencies in that Department objected to the issuance of 
leases within such areas but they did agree, in that one instance, to 
revise the boundaries to exclude the lands that were offered for lease. 
As to part of the area, the interested agency agreed reluctantly, and 
subsequent efforts to have lands released have so far been unsuccessful, 
We have endeavored to operate in this manner not because of any belief 
that we are legally obligated to do so but because we appreciate the 
commitments and needs of the Department of Defense. If that policy 
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is continued oil and gas development of these areas would be consider- 
ably delayed, if not completely prevented, even under present condi- 
tions. We fear that enactment of subsection (3) might not only per- 
petuate this unsatisfactory condition but accentuate it. 

Certain areas of immediate concern off the coast of Louisiana are 
near leased areas where a number of leases have been sold for bonuses 
of several million dollars (up to more than $6 million for a single 
lease). Such sums are not bid except upon reasonable prospects of 
developing oil and gas in large quantities. The need for finding new 
sources of these minerals is constantly increasing in urgency. There 
are vastly greater areas on the outer Continental Shelf where warning 
areas would not interfere with oi] and gas development and we be- 
lieve that in areas of present prospective value, which includes all of 
the outer Continental Shelf off Louisiana out to the 100-fathom line, 
the existing warning areas could and should be adjusted so as to ex- 
clude these areas. 

Finally, it had been our belief that the prior bill and, we think, 
the present one if subsection (3) were eliminated would further em- 
phasize the fact that oil and gas leasing of prospectively valuable 
areas is paramount and that warning areas must be adjusted to the 
extent necessary to permit of such leasing. 

We would have no objection to a provision which would protect 
the interests of the Department of Defense and at the same time give 
recognition to the necessity for mineral development by providing that 
warning areas would be adjusted to exclude areas determined by the 
Secretary of the Interior to be prospectively valuable for oil, gas, or 
other minerals. 

Since the committee has already voted out this bill, it is requested 
that it give consideration to this report in its report on the bill which 
we understand is in preparation in order that the Congress may be in- 
formed of the facts as we view them. 

Sincerely yours, 
Hatrietp CHILSON, 
Assistant Secretary of the Interior. 


Blocking of shelf petroleum development 


It is ironic, in the committee’s view, that the same defense agency 
which has pleaded for so long in so many forums for an opportunity 
to explore for petroleum on lands which it controls must at the same 
time assume the burden, in large part, for blocking the development 
of what is believed to be one of the United States’ richest petroleum 
resource areas—and with the blocking to effectively bar the early 
payment into the Treasury of the United States of what responsible 
officials believe would exceed in the aggregate at least a quarter of a 
billion dollars. 

For it is the same Navy which holds to its San Nicolas “right to 
explore” assertion off the coast of California which has for many 
months blocked leasing by the Department of the Interior of up- 
ward of 800,000 acres of prospectively oil-rich submerged lands of 
the outer Continental Shelf off the coast of Louisiana. 

The facts are these: The Navy, by virtue of its having been estab- 
lished (prior to August 7, 1953 date of enactment of the Outer Con- 
tinental Shelf Lands Act) as an air warning area, controls the air- 
space overlaying more than 1 million acres of shelf soil and seabed 
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within the 100-fathom line as a part of what is known as the W-92 area 
some 30 miles south of New Iberia, La., in the Gulf of Mexico. 

While Interior has attempted to pursuade Navy to adjust the bound- 
aries of this overwater gunnery range so as to permit leasing of 
more than 800,000 acres of lands overlayed by W-92, Navy, as of the 
date of this report, had not swerved from its insistence on continuing 
control of the overlaying airspace—notwithstanding the fact that 
Navy is aware that petroleum develoners would not rick investment 
in the area with the existence of a continuing threat of gunnery activi- 
ties overhead. 

It also appears that the Navy claims the 1-million acre area in 
question is vitally needed for fulfillment of the Navy training mis- 
sion; at the same-time the Navy controls other Pacific, Gulf, and At- 
lantic overwater airspace overlaying a surface acreage aggregating 
944.840 square miles (more than 206 million acres). Further, the 
Navy appears to take the position that an “order” establishing W-92 
(which, if existent, has not been produced) specifically provides for 
closure of the area to mineral leasing activity. As indicated above 
(pp. 21, 22), the committee takes the position that Congress could 
only have intended, with adoption of the Outer Continental Shelf 
Lands Act of 1953, that such act supersede any previous procedure in 
conflict with its provisions controlling not only leasing for minerals, 
but the only procedure under which such leasing could be re- 
stricted: i. e., through the Defense-designation-Presidential-approval 
procedure. 

The committee was informally advised last year that the principal 
argument against relocating W-92 was that it would cost Navy “as 
much as $2 million a year for extra fuel”; if this is still a principal 
argument, a readily available comparison is at hand, since Interior has 
estimated that bonuses alone, which might be expected to be paid for 
acreages within the area, would amount to “at least $250 million.” 

Thus the Navy has been permitted by Defense, and apparently 
by those responsible in the Executive Office of the President 
to continue to assert its right to drill for petroleum at taxpayers’ ex- 
pense off the coast of California in an area which Navy acquired only 
for conventional defense uses—at the same time Navy is permitted by 
the responsible Executive offices to block extensive petroleum develop- 
ment off the J ouisiana coast by reason of asserted conventional defense 
needs, when the latter action bars activity which would result in multi- 
million-dollar revenues coming into the Federal Treasury. 




















































Committee conclusion, finding 


It is submitted by the committee that: if Navy cannot see fit to 
take very early action to modify its W-92 boundaries to permit leas- 
ing to proceed, that, if Defense and Interior are unwilling or unable 
to override the Navy in its position, and if those responsible in the 
Executive Office of the President are not convinced that the time for 
decision is long past due, then the Congress itself must act to termi- 
nate a situation which appears to be incrediby wasteful in terms of 
both dollars and resource development. 

H. R. 5538 is an available vehicle both to cure the present W-92 
situation, and to assure that Congress will be in a position to prevent 
its recurrence. It is assumed that Navy or Defense will announce a 
clear-cut decision with respect to W-92, one way or the other, before 
H. R. 5538 is finally disposed of by the House, 
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SUMMARY OF COMMITTEE ACTION AND FINDINGS 


On the record made by this committee in a total of 28 hearing days 
and legislation markup sessions spanning the last session of the 84th 
Congress and the first 8 weeks of this Congress, the House Committee 


on Interior and Insular Affairs believes that the findings hereinafter 
set out are established. 


1, Defense holdings, pending requests 

Twenty years ago—in 1937—defense agencies of the United States 
controlled a total of 3 million acres of real property, for all defense 
purposes, 

Today, the total is more than 30 million acres in the United States 
and Alaska; if all pending defense applications for public lands had 
been approved, then defense agencies would today control nearly 40 
million acres of real property in the United States and Alaska, of 
which 25.6 million acres would represent withdrawn public lands. 
2. Rate of defense land acquisition 

In the 18-month period preceding June 30, 1955—a period of 547 
days—agencies of the Department of Defense acquired land at the 
rate of more than 5 acres per minute every minute of the day and 
night. Had the applications totaling 8.7 million acres pending been 
approved between that date and January 1, 1957, the rate of defense 
agency public-land acquisition alone would have been at a rate in 
excess of 11 acres per minute. 


3. Freeze on Executive withdrawals 

In view of the sharp upturn in Defense Department land cea 
tions, and in view of the fact that all such withdrawals were finalized 
within the executive departments by Executive action (Defense re- 
quests, Interior approved), the committee chairman, Representative 
Engle, on October 29, 1955, after consultation with ranking committee 
members on both sides, addressed a letter to the Acting Assistant Sec- 
retary of the Interior for Public Land Management requesting that 
further approvals be withheld until the committee could initiate an 
inquiry into policies and procedures governing defense withdrawals. 

Interior agreed to withhold approval of pending requests, and urged 
early committee study of the matter in the 84th Coitig tei Since 
October 29, 1955, less than 40,000 acres of public land have been with- 
drawn for defense purposes. 


4. Defense withdrawal control legislation 


After extensive hearings during the 2d session of the 84th Congress, 
the committee developed legislation aimed at returning to the Congress 
direct control of future defense agency withdrawals of public lands, 
with both Defense and Interior agreeing that except in cases of most 
urgent necessity, none of the pending SEU ate would be approved 
until the control legislation had been disposed of by the Congress. 

H. R. 12185, the bill reported in the 84th Congress, passed the 
House on July 26, 1956, without a dissenting vote and after receiving 
unprecedented support—from official State agencies of 39 States 
from all major national conservation groups, from numerous regional 
and local groups, organizations, and individuals—and in very large 
measure the support of the Department of the Interior and the De- 
partment of Defense. 
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House Report No. 2856 (84th Cong., 2d sess.), which accompanied 
H. R. 12185 to the House set out in detail the findings and conclusions 
which formed the basis for the unanimous recommendation of the 
House Interior and Insular Affairs Committee for early and favor- 
able House action, which came too late for Senate consideration of the 
measure. 

The bill also unanimously reported by the committee herewith is 
in all essentials the bill approved by the House in the 84th Congress, 
with some language changes made for greater clarification as to scope 
and procedure. 

In addition to requiring an act of Congress before defense land 
acquisitions exceeding 5,000 acres take effect—including public lands 
of the United States, Alaska and Hawaii, outer Continental Shelf 
Jands and Federal lands and waters off the coasts of Alaska and 
Hawaii—the bill operates to make applicable to all military reserva- 
tions and facilities the hunting, fishing, and trapping laws of the State 
or Territory in which such installation is located; redefine the re- 
sponsibility of the Secretary of the Interior with respect to defense- 
held public lands found surplus to defense needs; and to clarify the 
existing law with respect to disposition, management, and control of 
the mineral estate in defense-held public lands. 

The findings of the committee in the past 18 months underscore in 
the committee’s view the urgent need for enactment of H. R. 5538. 

5. Defense agency control procedures 

The record made by the committee constitutes a severe indictment 
of central control procedures in the Military Establishment in nearly 
all phases of public-land acquisition, utilization, and management over 
a period spanning many years. It appears that the 800 percent jump 
(from 3 million to more than 25 million acres) in total military land 
holdings from the War Department days of 1937 to the creation of 
the Department of Defense in 1947 was made by independent actions 
of the military departments—the Army, Navy (for the Navy and 
Marine Corps) and Air Foree—without benefit of centralized control 
precedures. Further, that until August 27, 1955, the record shows 
Defense had cleared without question applications for withdrawal of 
millions of acres of additional lands solely on the basis of an asserted 
need by the requesting military department. In turn, the Department 
of the Interior—responsible for finalizing all public land withdrawal 
orders—had for years approved application after application on the 
basis of Defense Department requests, since Interior was without au- 
thority or the technical data needed to challenge them. 

The consequences of this procedure, until August 27, 1955, when 
Defense for the first time issued a departmentwide directive estab- 
lishing a comprehensive periodic reports control procedure, are best 
indicated in the following sections. 


6. Temporary withdrawals become permanent 


During the 6-year period 1939-45, more than 13 million acres of 
public lands were withdrawn or reserved by Executive action for the 
use of the military. By the terms of the orders which set aside these 
lands for the military, they were to automatically revert to public- 
land status 6 months after the unlimited national emergency; the 
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unlimited national emergency terminated April 28, 1952, and the 6 
months’ “plus” period expired October 28, 1952. 

Yet, on February 20, 1956, a total of 49 of these “temporary” with- 
drawals made from 11 to 17 years earlier—embracing 11.9 million 
acres, and located in 10 States and Alaska, were still in effect. 

7. Defense agency position, January 1956 

The testimony of the Departments of Defense, Army, Navy, and 
Air Force with respect to the more than 30 million acres held in the 
United States and Alaska as of January 1, 1956, and with respect to 
the 8.7 million acres’ worth of applications which had already been 
approved by them and by the Defense was, in effect this: all of the 
land held as of that date is needed and is being used under maximum 
multiple-purpose use, and all of the land under application is needed. 

Defense Department witnesses did concede that the results of the 
August 1955 directive might modify these positions. The “modifi- 
cation”—in dollars, acres, resources, and deficiencies revealed—has 
been staggering. 

&. Improved property found excess, 1956-57 

After the January 1956 testimony of Defense the first of 2,153 re- 
ports on that number of Army, Navy, and Air Force installations 
began to flow into Defense under the 1955 utilization directive. 

As of February 2, 1957, with approximately 66 percent of the re- 
ports in, but with only about one-third of the total to be received 
evaluated, Defense found that 1,056,083 acres of land, together with 
improvements costing $345.2 million, were excess to the requirements 
of the military department having cusiody and control. It should 
be emphasized that 18,200 acres which cost about $230 million repre- 
sents industrial proprety recommended for disposal, subject to a 
national security recapture clause. 

It will be seen that if the reports evaluated to date are representa- 
tive, the ultimate finding of surplus improved property (industrial 
and nonindustrial) may reach 3 million acres with an initial cost 
of more than $1 billion. From the standpoint of this committee’s par- 
ticular interest, the significant figures are more than 1 million acres 
with improvements, but representing nonindustrial property which 
cost originally $125 million. 

9. Military department controls 

The committee’s tentative conclusion in its 1956 report that serious 
deficiencies were indicated in defense agency control procedures, in 
retrospect, appear to have been fully justified, if unduly cautious. 

The committee has pointed out (see pps. 36-40, supra) that of the 
three military departnients, Army, Navy, and Air Force, as of Febru- 
ary 2, 1957, only the Department of the Air Force had submitted to 
Defense utilization reports on all of its properties (701 properties, 
701 reports), while Navy had submitted about 20 percent (242 of 
982), and Army about 90 percent (428 of 470). In turn, Defense had 
evaluated only about 30 percent of the total reports to be received. 

It has also been noted that only the Department of the Air Force 
had, as of the close of the committee’s hearing record, completed a 
detailed review of its range holdings, real-property policy, multiple- 
resource policy, and fishing-and-hunting policy. It has also been 
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noted that the Air Force Board, under the chairmanship of Maj. Gen. 
Leland S. Stranathan found that as of October 9, 1956: 

(a) Instructions governing Air Force ranges were “incom- 
plete, obsolete, and complex.” 

(6) No valid criteria existed for determining range sizes. 

te) Regulations as to multiple use on Air Force. ranges “do 
not announce clear-cut policy with regard to the desirability of 
permitting or encouraging hunting, fishing, grazing, agricultural 
and mining activities.” 

(d) Regulations governing hunting and fishing are “divergent 
and complex.” 

(e) A total of 9 Air Force ranges in 8 States, and embracin 
5.1 million acres of land had been “without justification” close 
to general hunting and fishing. 

(f) There is no policy guidance in regulations regarding the 
desirability or undesirability of leasing Air Force rangelands 
for grazing and agricultural purposes. 

(7) A total of 12 Air Force ranges, embracing more than 6.7 
million acres in 10 States had been “closed to grazing or agricul- 
ture “without justification.” (As the committee noted, p. 39, 
supra, applying nationwide Bureau of Land Management graz- 
ing averages, such an area would have a theoretic: al, potential 
carrying capacity for more than 67,000 cattle and more than 
420,000 sheep, per year). 

(rh) Finally, and of greatest import, the Board found, on 
October 9, 1957, that about 40 percent of the 14.4 million acres 
of land held by the Air Force and described 9 months earlier 
before the committee as “fully utilized and needed for the fore- 
seeable future”—5.7 million acres—were, in fact, excess to cur- 
rent and long-range Air Force requirements as bombing and gun- 
nery ranges: thus, an area equal in size to a strip of land 2.8 
miles wide from New York to San Francisco, held but excess. 

The committee has no basis for any conclusion as to whether the 
findings of the Stranathan board with respect to Air Force holdings 
are representative of the situation throughout the military depart- 
ments. It does here reiterate its unqualified conviction that no addi- 
tional public land withdrawals should be finalized—except in cases 
cf most urgent necessity, and then only subject to revocation there- 
after if dictated by the results of studies not yet completed—until the 
Defense Department has reviewed the Stranathan board findings, and 
until Defense has in turn insisted on development of similar internal 
reports on the part of the Departments of the Army and Navy to be 
followed by detailed scrutiny ‘and evaluation of both at the Defense 
level. 
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incalculable wastefulness.” 


The commendation of the Air Force Board in the body of this 
report for the Board’s forthright and direct assault on Air Force 
internal control procedures, and the highly critical and constructive 
self-analysis resulting will not, of course, obscure the clear message 
in the findings. The ree ord of this one military department's 
analysis of its own operations is, in the committee's view, a recitation 
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of incalculable wastefulness—of taxpayers’ dollars, of resources within 
the reservations marked “closed” for so many years to public multiple 
use and enjoy ment, and of unquestionable but immeasurable damaging 
effect to the local economies from which each unneeded or unused acre 
was carved. 

11. Lost: 303,000 Utah acres 

reference to one other finding should serve as an exclamation point 
to the committee’s plea for early enactment of legislation which will 
provide a basis for review of military land requests by the Congress. 

For 15 years—from 1942 until at jeast last month—the Air F orce 

12s controled, but admittedly had never used an area of approxi- 
mately 303,000 acres of land in western Utah, held in conjunction with 
Wendover Bombing Range. When pressed for an explanation as to 
why this 500-square-mile area (more than 7 times the size of the 
entire District of Sena) had not been used, Air Force witnesses 
said that it could not have been used because it was traversed on the 
surface by a major 1 ‘alleen highway, and pipelines, and overhead by 
a commercial airway. 

In turn, when asked why it had not been released 15 years ago if 
not used and admittedly not useable, the Air Force witness made it 
clear that the Air Force did not know it controlled the area, with 
this explanation: 


I think there may be an explanation of that. I know when I 
first looked ‘into it, it just did not occur to me that we would 
own land in a bombing and gunnery range under a commercial 
airway * * *. I think that is probably what beclouded the 
issue, that the airway was plotted across the map and one 
would not think of looking for land under it.” 


12. Navy Nevada land 


The committee has, in the body of the report (pps. 40-41, supra), 
brought up to date the developments on the request of the Navy for 
withdrawal of some 2.8 million acres of land in northern Nevada for 
use as a gunnery range, and the decision, after many months, that 
Navy would instead satisfy the bulk of its requirement by using the 
nearly 2 million acres in southern Nevada declared excess on March 1, 
1956, by the Air Force. 

It appears that by reason of this decision, to the northern Nevada 
economy there will be saved within the proposed area all or most of 
the inheld 35 ranches (r anging in size from 200 to 19,090 acres) ; 
22,400 cattle and 14,000 sheep grazing in the area; 142 patented mining 
claims, 1,609 unpatente d mining claims, and several millions of dollars 
worth of operating mines, and a priceless wildlife habitat for antelope, 
mule deer, sage hens, and chukar partridges. 


13. Military hunting and fishing 


The committee has noted the very substantial progress made in the 
matter of military-local relationships on hunting and fishing during 
the past year, with a number of specific accomplishments listed in the 
body of the report ( pps. 42-46, supra). It is clear, however, that there 
remains some validity in the assertion that exclusive military hunting 
preserves still exist. 
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There has been set out in the body of the report, in some detail 
(pps. 46-50, supra), the views of the committee in opposition to the 
present practice of the “guest of the military” approach, as well as its 
views on the privileged status of retired military personnel, visiting 
military personnel, temporary-duty military personnel, and various 
classes of dignitaries—including Members of Congress—all or some of 
whom are listed as entitled to hunting and fishing privileges on all or 
some of the Army’s installations. The committee believes that this 
principal remaining questionable practice should, and can be, re- 
evaluated throughout the military departments where it prevails. 


14. The military and petroleum resources 


The report of the committee has dealt, at several points, with the 
effect of the military overwater or offshore range policy on petroleum 
resources. Reference has been made specifically to the committee’s 
position on San Nicolas Island, Calif. (pps. 50-51, supra), and on the 
Navy’s insistence on retaining intact the existing W-92 warning area 
in the Gulf of Mexico off Louisiana (pps. 51-55, supra). It is believed 
section 6 of H. R. 5538 effectively lays to rest the San Nicolas matter. 

The combination of intractability of the Navy in the matter of the 
W-92 withdrawal area with the unwillingness or inability of the 
Department of the Interior to act, and the failure of those responsible 
in the Executive Office of the President to settle a months-old De- 
fense/Navy-Interior clash, is simply incomprehensible, for the reasons 
the committee noted in the body of the report on this subject. 

This multiple inaction at the Executive lend does, however, afford 
an opportunity for early and decisive disposal by the Congress of the 
matter, in keeping with the basic objective of recapturing to the legis- 
lative branch its too-long abandoned constitutional responsibility 
under the property clause. 

The statistical effect of permitting Navy’s use of 800,000 acres of 
the shelf lands overlayed by the W-92 Navy warning areas is this: 
The taxpayers of the United States are being asked to pay outright 
(through revenues not received from oil leasing) about $250 per sur- 
face acre of salt-water airspace over the Gulf of Mexico for asserted 
naval gunnery needs—when the same Navy controls more than 16,000 
square miles (13.8 million acres) of other warning areas in the Gulf 
of Mexico and has had designated there an additional 10,000 square 
miles (8.8 million acres); further, that the Navy already controls, 
or has had designated warning areas totaling 236,000 square miles 
(198.7 million acres) in surface area off the Atlantic and Pacific coasts. 

The committee—failing action before House disposition of H. R. 
5538—stands ready to propose an amendment aimed at resolving the 
W-92 matter. 

15. “Super-range” plan discarded 


From testimony of witnesses representing the Atomic Energy Com- 
mission, Air Force, and Navy in 1956, the committee had expressed 
concern at the proposal to carve out of public domain a new joint-use 
“super range” for ballistics testing purposes in the vicinity of Albu- 
querque, N. Mex. From testimony last year, it appeared this range 
might require as much as 10,000 square miles in 1 piece (an area 100 by 
100 miles on its extreme axis), or roughly 6 million acres, 
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Decision of the Air Force to obtain use of the airspace and of non- 
federally owned lands of lesser area, within and over the Navaho 
Indian Reservation, and on terms satisfactory to the tribe, is applauded 
by the committee as an alternative to the original, and tentative plan, 
16. Summation of today’s defense needs: “Cubic miles” 

The technological advances made in development of our modern 
utensils of war have outmoded traditional concepts of military land 
acquisition, management, and control—just as they have made obso- 
lete, over the years, what were called at the height of World War II 
conventional weapons concepts. 

In an age of high-speed, high-altitude, and pilotless aircraft, of 
ground-to-ground, ground-to-air, air-to-ground, and air-to-air atomic 
and hydrogen projectiles and missiles, it appears that the United 
States Defense Establishment had concentrated so much—-and so effec- 
tively—on the operations aspects of its collective missions that it had 
at the same time largely ignored updating the procedures and policies 
governing acquisition, management, utilization, and control of real 
property deemed necessary to carry out these missions. Put another 
way, while policies for carrying out the basic defense mission advanced 
to a supereffective point, policies for assuring vital domestic land and 
related resources were permitted to remain outmoded, wasteful, stifling 
to resource development, decentralized, and ineffective. 

We have said that if all pending Defense applications were ap- 
proved today, then defense agencies would control nearly’ 40 million 
acres of land surface area in the States and Alaska, and at the same 
time they would control inland and offshore airspace overleying a sur- 
face area aggregating an astronomical 602,000 square miles” (388.9 
million acres). The answer to the 1956 plea of this committee that 
“Defense agencies should get out over water with their ranges” is 
clear: they’re already there. 

It is clear to this committee, then, that military use requirements 
today must be thought of in terms of both horizontal and vertical 
needs. While the concern and jurisdiction of this committee is limited 
to the former, and then only where public lands are involved, the com- 
mittee believes that it is absolutely vital that continuing reevaluations 
be made of Federal legislation and administrative controls governing 
the assignment and use of airspace, which does involve the latter. 

As reported above, the committee believes that very substantial prog- 
ress has been recently made by defense agencies in the direction of 
vastly improved real property proc edures, which involves horizontal 
needs; it is possible that similar studies of defense airspace, or vertical 
needs, would achieve similar results. This is so because the record 
made in the 84th Congress, and in this Congress makes it clear that, 
where we spoke of “military acres” pre-World War II, and “military 
square miles” by 1945, today those requirements can only be adequately 
described in terms of “cubic miles.” 


SECTION-BY-SECTION ANALYSIS OF H. R. 5538 


1. Section 1 of the reported measure deals with the withdrawal and 
reservation for, restriction of, and utilization by, the Department of 
Defense for defense purposes of the public lands of the United States. 

This section declares that, notwithstanding any other provisions of 
law—except in time of war or national emergency hereafter declared 
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by the President or the Congress—the provisions of the act will take 
effect upon enactment. Lands and waters included within the scope of 
the bill include: public lands of the United States; public lands of the 
Territories of Alaska and Hawaii; Federal lands and waters of the 
outer Continental Shelf, as defined in section 2 of the Outer Con- 
tinental Shelf Lands Act (67 Stat. 462) ; and Federal lands and waters 
off the coast of the Territory of Alaska and the Territor y of Hawaii. 

The committee, in employing the term “public lands,” intends it to 
apply in its technical or legal sense, as distinguished from “reserved 
Oey lands” or “withdrawn public lands,” and “aequired public 
ands.” It should be noted that section 1 makes clear the application 
of the provisions to all public lands—as defined therein, and in this 
report—but does not preclude application of some of the provisions of 
the bill to other real property owned or controlled by the United States. 

The term “Federal lands and waters off the coast” is employed to 
make clear the intention of the committee that the act’s provisions 
apply to lands and waters lying seaward of the territorial limits of 
the Territories of Alaska and Hawaii. 

Subparagraph (2) reflects the intent of the committee that the act 
not be deemed to apply to withdrawal or reservation of public lands 
specifically as naval petroleum, naval oil shale, or naval coal reserves. 

Subparagraph (3) was approved by the committee in light of the 
committee's position that the establishment of existing (pre-August 7, 
1953) over-water warning areas does not—in light of enactment of 
the Outer Continental Shelf Lands Act of August 7, 1953—operate 
to preclude mineral exploration and leasing activities under the 1953 
act. The committee, with this understanding and position, did con- 
clude that until pending Defense designations under the 1953 act have 
been processed and disposed of through the procedures established in 
the reported bill, the warning areas should be left undisturbed. 

Subparagraph (4) of the first section excepts from the congressional 
review sections of the bill, for the reasons set out in the body of the 
report, five long-established military reservations subject to termina- 
tion of the unlimited national emer gency, and for which Interior on 
October 27, 1952, authorized continuing use, namely, Williams bomb 
range, Arizona; Camp Irwin, Calif.; Edwards Base, Calif.; Nellis 
rifle range, Nevada; and a portion of the Boardman bomb range, 
Oregon. 

It will presently be seen that all or parts of section 4, section 5, and 
section 6 apply not only to public lands, but to certain other Federal 
real property as well. 

2. Section 2 contains the basic provision of the bill, which estab- 
lishes a requirement that withdrawals, reservations, or restrictions of 
more than 5,000 acres in the aggregate for defense purposes may here- 
after be made only by act of Congress. 

The section contains language which would preclude the making of 
a number of cumulative withdrawals, each for less than 5,000 acres, 
where all would be used for any one defense project or facility of the 
Department of Defense. 

Testimony of witnesses for the Department of the Interior made 
it clear that the great majority of individual applications for any 
one project or fac “ility j in fact involve lands of less than 5,000 acres, 
and as may be noted below, the Department of Defense in its report 
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does not object to this section of the act. In testimony given subse- 
quent to the receipt of the Defense Department report, witnesses for 
the Department of Defense directly negatived a question as to whether 
the 5,000-acre breaking-point in the bill would unduly hamper or in- 
terfere with carrying out of the defense mission. 

3. Section 3 would lay a more adequate base for fully determining 
at the local level and for congressional consideration the resource im- 
pact of proposed withdrawals. 

Defense agencies would continue to file applications for withdrawal 
reservation, or restriction of public lands with the appropriate loca 
land office of the Bureau of Land Management, or with the Department 
of the Interior, just as is done under present procedure. Continuance 
of this procedure would accomplish the same dual effect achieved by 
existing practices: First, the recordation of the application in the 
appropriate oflice has the effect of segregating, temporarily, the lands 
requested from all forms of entry under the lands laws, thus serves as 
a sound antispeculation measure; second, continuance of existing pro- 
cedure would provide notice at the local and State level—through 
requisite Federal Register publication and/or press releases issued 
by Bureau of Land Management State supervisors—that the applica- 
tion had been made. 

Thereafter, if the aggregate acreage of public lands included within 
the proposed withdrawal, reservation, or restriction falls within the 
requirements of H. R. 5538 as evidenced by the public lands records 
maintained by the Department of the Interior, the Department of 
the Interior would then develop, for transmission to the Congress, 
proposed legislation having as its purpose effecting the withdrawal 
requested, and containing such provisions for continued operation of 
the public lands laws within the area proposed to be withdrawn as 
inay be determined to be compatible with the intended military use. 

To achieve these objectives, section 3 would require applications 
to, specify, in addition to the name of the requesting agency, using 
agency, location and description of boundaries of the area, and gross 
acreage involved: the purpose or purposes—unless classified for na- 
tional security reasons—for which the area is proposed to be with- 
drawn; whether contamination will result, and if so, whether such 
contamination will be permanent or temporary; the extent, if any, to 
which the proposed use will affect full operation of the public-land 
laws and Federal regulations relating to conservation, utilization, and 
development of mineral resources, timber, and other material resources, 
grazing resources, fish and wildlife resources, water resources, scenic, 
wilderness, recreational and other values; and, if the area to be with- 
drawn involves the use of water, the agency would be required to 
state whether, subject to existing rights under law, it has acquired or 
intends to acquire rights to the use of the water in conformity with 
State laws and procedures relating to the control, appropriation, use, 
and distribution of water. 

Relating of these requirements in the pronosed bill to the findings 
of the committee, as set out hereinbefore, should make abundantly clear 


the reasons why they are included, and the results the committee 
believes will be achieved. 
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One observation needs to be made: the record made by the committee 


suggests that applicant defense agencies have tended to turn to the 
clause 


* * * if the purpose or purposes are classified for national 
security reasons * * * 


as a device to relieve them of the burden of making known the general 
purpose for which such areas are to be withdrawn. It does not appear 
that such generalized terms as “guinery range,” “bombing range,” 
“missiles range,’ and the like would seriously threaten the national 
security, particularly when the areas involved may range from 1,500 
to 3,000 square miles in area, an area of such size that it simply cannot 
be subtly and deftly removed from the operation of the public lands 
laws without generating substantial local interest, and interest of the 
State or Territory affected. 

4. Section 4 has as its objective substantially reducing the areas of 
present and continuing conflict between State and Territorial officials 
and the commanding officers of military installations and facilities in- 
volving the mangement, conservation, and harvesting of fish and game 
resources, and the enforcement of fish and game laws of the State or 
Territory within military installations or facilities. 

This section, as was noted in the comments on section 1, applies not 
only to reserved public land reservations, but to acquired tands as 
well; its broad purpose is to make State hunting, fishing, and trapping 
laws applicable as Federal laws on all military instailations, 

Section 4 (a) (1) would require that all hunting, trapping, and 
fishing on all military installations and facilities—including those 
falling presently within the “exclusive Federal jurisdiction” status— 
be in accordance with the fish and game laws of the State or Territory 
mw which such lands are located. It would require that State or Ter- 
ritorial licenses be obtained for hunting, trapping, and fishing on any 
such areas if local law (i. e., State or Territorial law) authorizes 
license issuance to Armed Forces members on bona fide military duty 
for more than 30 days at such installation within the State or Territory 
involved, without regard to residence requirements, and upon terms no 
less favorable than those upon which such a license is issued to resi- 
dents. 

This subsection anticipates affirmative action being taken by some 
States before hunting, trapping, or fishing within such reservations 
must be licensed by State law; it does not anticipate that for such 
activities outside such reservations the same preferred treatment 
must be afforded military personnel. Since subparagraph (1) of sec- 
tion 4 (a) requires that all hunting, trapping and fishing at the instal- 
lation or facility be in accordance with the fish and game laws of the 
State or Territory in which it is located, the clear intent is that such 
activities can be conducted if at all, only in accordance with State law 
relating to season and bag limits, methods of taking, ete., even though 
the military personnel are not required to comply with State licensing 
requirements within the reservation because of the State’s failure to 
establish preferential treatment with respect to residence. 

In other words, hunting within all such reservations—with or 
without State provisions establishing preferred military treatment— 
can only be conducted after the effective date of the act, if in eompli- 
ance with State fish and game laws, excepting licensing. The State 
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may or may not provide for preferred treatment outside such reserva- 
tions to be assured State licensing within such reservations, if the 
State has met the residence waiver requirements of this subparagraph, 

Possible dual construction of the clause “for a period of more than 
30 days” deserves clarifying comment: if an individual is actually 
assigned on-bona fidk military duty by orders providing for duty status 
at the installation involved, so that his orders require his presence at 
the installation for a minimum of 30 days, he would then be eligible 
for a license under the preferred status provisions when first phy sically 
present for duty on such orders. 

Subsection 4 (a) (3) mandates the Secretary of Defense, in coopera- 
tion with the appropriate governor or his designee, and subject to 
safety and military security requirements, to develop procedures 
whereby State or Territorial fish and game or conservation officials 
may have full access thereto— 


* * * to eflect measures for the management, conservation, 


and harvesting of fish and game resources. 


The quoted language anticipates not only that the obvious results 
will be achieved, but the possibility that—in areas where insufficient 
military personnel are pepernt to adequately enforce fish and game 
laws, such as the case at Camp MeC oy; Wis., referred to above—State 
game officials may be deputized as Federal marshals to assure adequate 
enforcement. 

Subsection 4 (b) requires the Secretary of Defense to prescribe 
regulations to carry out the provisions of section 4, and reflects the 
comunittee’s conclusion that only through such a provision will there be 
assurance at regulations are to be uniform at all Army, Navy, 
Marine, and Air Force installations. 

Subsection 4 (c) provides that violations of the State and Territorial 
fish and game laws made applicable to military installations and 
facilities are violations of Federal law, and subject to like punishment 
as though committed or omitted within the State or Territorial 
jurisdiction. 

Lastly, subsection 4 (d) specifically recites that rights granted by 
treaty or otherwise to any Indian tribe or members thereof are not 
modified by the provisos dealing with fishing, trapping, and hunting. 

Special reference should be m: a to the applicability of this section 
to the Territory of Alaska, and military installations located therein. 
There is set out hereafter a letter (see p. 74) from the Alaska 
Game Commission, recommending amendments to make it clear 
that Alaska’s present requirement that military personnel must 
actually be present in Alaska for a 12-month period before becoming 
entitled to a resident hunting license. The committee, for the reasons 
assigned by the Alaska Game Commission spokesman in his appear- 
ance before the committee, agrees that this licensing provision should 
not be changed at this time in Alaska; however, the committee has 
concluded that, without any amendment, the special 30-day provision 
would not be applicable in Alaska, since the law gover ning ‘fishing and 
hunting in Alaska (including licensing provisions) is presently a 
Federal law, rather than the law of a “State or Territory. 

5. Section 6 would amend in two particulars the F ederal ropes 
and Administrative Services Act of 1949 (63 Stat. 377), as amende 

First, it would except from the real property-disposition provisions 
of the 1949 act, minerals in withdrawn or reserved public domain lands 
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which the Secretary of the Interior determines are suitable for disposi- 
tion under the public land mining and mineral leasing laws. 

Second, it amends the 1949 act to provide that only ‘those withdrawn 
or reserved public domain lands surplus to the needs of Federal 
agencies found by the Secretary of the Interior—with the concurrence 
of the Administrator of General Services—not suitable for restoration 
to public land status by virtue of their having been substantially 
changed in character by improvements, or otherwise, would hereafter 
be subject to the real property disposition provisions of the amended 
1949 act. 

Both of these amendments would clarify the operation of existing 
law; one would make it clear that only when determined by the 

Secretary to be not suitable for mining or mineral leasing purposes 
would the mineral estate pass with the title to the surface estate being 
disposed of under surplus propert y provisions; the other would reverse 
the roles of the Secretary and the Administrator so as to provide that 
the Secretary would make an initial judgment of the nature with which 
his Department is most familiar—suitability of lands for publie land 
uses, a traditional Interior function—and if the Administrator concurs 
in a finding of nonsuitability, the lands would be disposed of as surplus. 

6. Section G: Finally, the reported measure provides, in section 6, 
that all minerals in w ithdrawn or reserved public lands—except lands 
withdrawn or reserved specifically as naval petroleum, naval oil shale, 
or naval coal reserves—are under the jurisdiction of the Secretary of 
the Interior, and that no disposition thereof shall be made except 
under— 


* * * the applicable public land mining and mineral leas- 
ing laws. 


Read together with the committee findings above respecting the De- 
fense position on petroleum resources, the object and purpose of this 
section are clear. Until the presentation by Defense witnesses on 
petroleum reserves, and the effect of the prospective airspace with- 
drawal on pending applications for restriction of outer Continental 
Shelf lands, committee members had believed there was universal 
agreement that responsibility for disposition of minerals in with- 
drawn or reserved public lands was exclusively vested in the Secretary 
of the Interior. 

Enactment of this section into law actually constitutes a restatement 
of the law as it is today, in the view of the committee and the Depart- 
ment of the Interior. In short, as declared above, the provisions of 
section 6 of the reported bill will serve to remove whatever doubts 
may exist, if any, as to the Jaws which govern the disposal of or ex- 
ploration for, any and all minerals, including oil and gas, in public 
Jands of the United States heretofore or hereafter withdrawn or re- 
served by the United States for the use of defense agencies. 


COMMITTEE CONCLUSION, RECOMMENDATION 
In recommending early favorable action on H. R 5538, the commit- 
tee wishes to reiterate what it said above: 


The program for the defense of our Nation’s human and 
natural resources should not—and must not—be so conducted 
as to destroy the very resources it is aimed at preserving. 
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H. R. 5538 is a bill for the recapture by the Congress of a degree 
of those powers which the executive branch of the ‘Government has 
acquired over a long period of years with respect to utilization of this 
Nation’s most valuable assets, the human and natural resources of the 
public lands. 

Its early enactment will operate to return to the legislative branch 
the degree of control the committee believes necessary to assure that 
defense use of the public lands presently held will more nearly con- 
form to long-established maximum public multiple resource use policy, 
and will make certain that future public lands acquisition by the 
military will be so conditioned as to assure conformance with the 
same policy. 

The House Committee on Interior and Insular Affairs unani- 
mously recommends the enactment of H. R. 5538. 


DEPARTMENTAL REPORTS 


The reports of the Department of Defense and the Department of 
the Interior on H. R. 627, which as a clean bill is herewith reported as 
H. R. 5538, are set out following, together with the aforementioned 
letter from the Office of the Administrator, Alaska Wildlife Resources, 
speaking both for his agency and the Alaska Game Commission. 


DEPARTMENT OF THE INTERIOR, 
Orrice OF THE SECRETARY, 
Washington, D.C., February 4, 1957. 
Hon. Criarr Enete, 
Chairman, Committee on Interior and Insular Affairs, 
House of lepresentatives, Washington, D.C. 

Dear Mr. Enate: This is in reply to your request for the views of 
this Department on H. R. 608, H. R. 627, H. R. 1148, and H. R. 3408, 
all of which are bills to prov ide that withdrawals or reservations of 
more than five thousand acres of public lands of the United States for 
certain purposes shall not become effective until approved by act of 
Congress. 

We would have no objection to the enactment of these bills. 

H. R. 608, H. R. 627, H. R. 1148, and H. R. 3403 are identical bills 
which concern the withdrawal, reservation, and utilization for defense 
purposes of the public lands of the United States, except in time of war 
or national emergency declared by the President or by act of Congress. 
Their basic provision, which is contained in section 2, is a requirement 
that withdrawals or reservations of more than 5,000 acres in the ag- 
gregate for the use of the Department of Defense for defense purposes 
be made only by act of Congress. Section 1 provides that for the 
purpose of this act the term “public lands” will include Federal lands 
and waters off the coast of the Territory of Alaska and the lands and 

waters of the Outer Continental Shelf. It is our understanding that 
the provisions of section 2 of the bills would apply to all areas of public 
lands, including water areas on the Outer Continental Shelf, which are 
not at present withdrawn by acts of Congress, proclamations, Execu- 
tive orders, or public-land orders, and that any water or land areas 
whic) may at present be used by the Department of Defense or which 

may be rendered dangerous or unsuited to surface use or mineral ex- 
ploration and development by reason of air activity on the part of that 
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Department could not, if any one of the bills is enacted, be used in such 
manner unless or until the land was withdrawn or reserved pursuant 
to the provisions ofthe resulting legislation. 

Section 12 (d) of the Outer Continental Shelf Lands Act (67 Stat. 
469; 43 U. S. C., see. 1341 (d)) provides for the designation of re- 
stricted areas on the Outer Continental Shelf rather than for their 
“withdrawal or reservation,” and, although sections 2, 3, and 6 of the 
bills refer only to “withdrawals and reservations,” it appears that the 
language of section 1 is broad enough to include such designations. 
If, however, there is any doubt in this regard, it is suggested that sec- 
tions 2, 3, and 6 be amended to include such designations since, other- 
wise, the purpose sought by the proposed legislation might be de- 
feated. These bills would in effect amend subsections (a) and (d) of 
section 12 of the Outer Continental Shelf Lands Act insofar as areas 
of more than 5,000 acres are concerned. At this time no restricted 
areas have been designated in accordance with section 12 (d). 

Section 3 sets forth in detail the information which must be given 
in any application for a withdrawal or reservation of more than 5,000 
acres filed by or on behalf of any agency of the Department of De- 
fense. The agency would be required, in addition to giving other in- 
formation, to say whether, and to what extent, the proposed use would 
affect the continuing full operation of the public land laws and Fed- 
eral regulations relating to conservation, utilization, and develop- 
ment of mineral resources, timber and other material resources, water 
resources, grazing resources, fish and wildlife resources, and scenic, 
wilderness, 21d recreational resources. Moreover, if effecting the pur- 
pose for which an area is to be withdrawn or reserved would involve 
the use of water in any State lying in whole or in part west of the 
98th meridian, the agency would be required to state whether it, sub- 
ject to existing rights under law, had acquired or intended to acquire 
rights to the use of the water in conformity with state laws and pro- 
cedures relating to the control, appropriation, use, and distribution 
of water. Though section 3 sets ferth in considerable detail the in- 
formation to be included in applications for withdrawals or reserva- 
tions of public lands of more than 5,000 acres, it does not go further 
into the problem of what is involved in such applications. We as- 
sume, therefore, that the initial procedures to be followed would be 
substantially those established for the withdrawal or reservation of 
lands for the use of Federal or State agencies, 43 C. F. R. 295.9 et 
seq (1954). If such procedures were followed, we assume that it 
would then be the responsibility of the Secretary of the Interior to 
forward to the Congress the application for a withdrawal or reserva- 
tion of more than 5,000 acres. 

Under section 4 the head of each military department would, with 
respect to each military installation under his jurisdiction, be directed 
to require that all hunting, trapping, and fishing be in accordance 
with the fish and game laws (including, in general, laws requiring 
licenses) of the State or Territory in which the installation or facility 
was situated and to afford adequate access to State and Territorial fish 


and game representatives for the purpose of effecting measures for 


the management, conservation, and harvesting of fish and game re- 
sources. Any person, found guilty of an act or omission violating a 
requirement established under section 4 when the act or omission 
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would be punishable if done within the jurisdiction of the State or 
Territory within the boundaries of which the installation or facility 
is situated, would be subject to the same penalties as those prescribed 
by the State or ‘Territory for such an act or omission. The hunting, 
fishing, and trapping rights of Indians would be protected. ‘The ap- 
parent objectives of section 4, namely, the preservation of wildlife 
and the coordination of enforceinent and conservation measures, are 
laudable. We suggest, however, that the procedures may raise serious 
jurisdictional questions. 

Section 5 would amend section 3 (d) of the Federal Property and 
Administrative Services Act (63 Stat. 378), as amended (40 U.S.C, 
sec. 472 (d)), to grant the Secretary of the Interior a greater degree 
of control than he possesses at present over the disposition of public 
domain lands which are found to be excess to the needs of the Federal 
Government. ‘The principal change is to vest in the Secretary of the 
Interior, with the concurrence of the Administrator of General Serv- 
ices, the determination of whether lands withdrawn or reserved from 
the public domain, which are no longer needed for the purpose for 
which they were withdrawn or reserved, are suitable for return to the 
public domain for disposition under the public-land laws. Under the 
existing law the determination is made by the Administrator with the 
concurrence of the Secretary. The proposed change is highly desir- 
able. Section 3 (d) would also be amended so that it would specifi- 

eally provide that minerals in excess withdrawn or reserved public 
cone which the Secretary of the Interior determines to be suitable 
for disposition under the public land mining and mineral leasing laws 
be disposed of uncer those laws. ‘This amendment is also desirable. 

Section 6 provides that all withdrawals and reservations of public 
lands for the use of the Department of Defense (except lands with- 
drawn or reserved specifically as naval petroleum, oil shale, or coal 
reserves shall be deemed to be subject to the condition that all minerals 
in those lands so withdrawn or reserved are under the jurisdiction of 
the Secretary of the Interior and that no disposition shall be made of 
minerals in such lands except under the applicable public-land mining 
and mineral leasing laws. Although such a provision may not be 
necessary, we regard its enactment as desirable. It would continue to 
be a matter of discretion whether the minerals in the lands in question 
would be made subject to disposal, and deposits would not be opened to 
disposition, if it would be contrary to the public interest (including 
national security). Under long-established procedures of the Depart- 
ment of the Interior no disposition is made of minerals within with- 
drawn or reserved areas without the concurrence of the head of the 
agency administering the withdrawn or reserved lands. If the Con- 
gress wants the mining laws to apply to these withdrawals and reser- 
vations, section 6 should be amended to provide that mining locations 
would be subject to the primary right of the Department of Defense 
to use the lands for defense purposes so long as the withdrawal or 
reservation is maintained, and to provide for appropriate reserva- 
tions in patents. This would be consistent with such recent lecislation 
as the act of August 11, 1955 (69 Stat. 682: 30 U.S. C., secs. 621-625), 
which opened lands in power site withdrawals to mineral development 
subject to the paramount right of the United States to use the lands 
for power purposes. 
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The Bureau of the Budget has advised that there is no objection 
to the submission of this report to your committee. 


Sincerely yours, 
Hatrretp Cri1son, 
Assistant Secretary of the Interior, 


Department or tHe Arr Force, 
Washington, January 28, 1957. 
Hon. Criatr ENGte, 
Chairman, Committee on Interior and Insular A fairs, 
House of Representatives. 

Dear Mr. Cuarrman: The Department of the Air Force on behalf 
of the Department of Defense is submitting this supplementary re- 
Ps ort with respect to the views of the Dep: artme nt of Defense on H. R. 
12185, 84th Congress, reintroduced as H. R. 627, 85th Congress, a bill 
to provide that withdrawals or reservations of more than 5,000 acres 
of public lands of the United States for certain purposes shall not 
become effective until approved by act of Congress. 

On April 21, 1956, the Air Force expressed to you opposition to 
H. R. 9148, Sith C ongress, a bill to provide that public lands of the 
United States shall not be withdrawn or reserved for defense purposes 
except by act of Congress. Later the bill was superseded by H. NR. 
10362, 10366, 10367, 10371, 10372, 10377, 10380, 10384, 10394, and 
10396, bills to provide that withdrawals or reservations of more than 
5,000 acres of public lands of the United States for certain purposes 
shall not become effective until approved by act of Congress. In our 
report to you on those bills, dated June 12, 1956, no objection was 
taken to the main purpose of the legislation which would require an 
act of Congress where a defense agency desires to withdraw or reserve 
un area of public land exceeding 5,000 acres. However, objection was 
made to section 4; which, in addition to other things, proposed State 
or Territorial control of hunting and fishing in public lands held by 
defense agencies under exclusive Federal legislative jurisdiction and 
which would have directly or indirectly required military personnel in 
some cases to purchase nonresident licenses in order to hunt or fish 
in such areas. Objection was also made to section 6, which would have 
required State control of water utilization in such areas. This De- 
partment’s report also recommended clarification of section 3, which 
would require the making and filing of an application where an agency 
of the Defense Department seeks to withdraw or reserve over 5,0) 
acres of public lands. 

In his letter to you, dated June 28, 1956, Secretary of Defense, 
Charles E. Wilson, expressed a desire, held equally by each of the 
inilitary departments, to cooperate with your committee in its views, 
regarding hunting and fishing and he reiterated in detail the problem 
relating to nonresident hunting and fishing licenses. 

The subsequent introduction of H. R. 12185, a clean bill bearing the 
same title as H. R. 10362, above, accomplished certain changes in the 
proposed legislation. Section 4, dealing with hunting and fishing, was 
modified to conform substantially with the drafting service provided 
by this Department in cooperation with representaives of the Army 
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and Navy and the Department of Defense. There is now no objec- 
tion to section 4. However, you may wish to consider bringing section 
4 into conformity with title 10 of the United States Code by enacting 
it as an amendment to that title. To assist your committee, should you 
wish to conform section 4, I attach a draft intended to accomplish 
that purpose without changing the substance of the section. Section 6, 
the water control section, has been deleted from H. R. 12185, and 
section 3, the s pplication section, has been clarified through references 
made on page 39 of House Report 2856, 84th Congress, 2d session. 

However, in the closing days of the 2d session of the 84th Congress, 
H. R. 12185 was introduced, reported without amendment, and passed 
by the House of Representatives. Time did not permit action by 
the Senate, nor did. it permit adequate consideration by the Depart- 
ment of Defense of new proposals which were not mentioned in the 
former bills. For one thing, the scope of the legislation was broad- 
ened by H. R. 12185 to cover withdrawals or reservations of Federal 
lands and waters of the outer Continental Shelf and Federal lands 
and waters off the coast of the Territory of Alaska. It also added a 
new section 6 declaring that all minerals in withdrawn or reserved 
public lands except lands withdrawn or reserved specifically as naval 
petroleum, naval oil shale, or naval] coal reserves are under the juris- 
diction of the Secretary of the Interior, and that no disposition thereof 
shall be made except under the applicable public land mining and 
mineral leasing laws. 

The provision in section 1 of the bill raises certain questions which 
need clarification. While it appears from the bill as presently worded 
that the President’s authority under existing law to set aside as naval 
petroleum reserves any lands already withdrawn or reserved is not im- 
paired, it appears that the bill would preclude the President from 
withdrawing or reserving additional lands for such purposes. The 
Department of Defense considers it essential that the President re- 
tain this authority. The bill recognizes the fact that naval petroleum 
reserves present a diffeernt problem and has specifically excluded 
such reservations or withdrawals from section 6 of the proposed legis- 
lation. It is therefore recommended that section 1 of the bill be amend- 
ed by adding thereto the following: 

“Provided further, That nothing in this Act shall affect the Presi- 
dent’s authority to withdraw or reserve lands Specifically as naval 
petroleum, naval oil shale. or naval coal reserves.’ 

The bill also refers to w chara als and reservations. Section 12 (d) 
of the Outer Continental Shelf Lands Act, Public Law 212, 83d Con- 
gress (67 Stat. 472), permits “designation” of areas falling within the 
definition of the outer Continental Shelf by the Secretary of Defense 
with the approval of the President. One question is whether the bill 
would apply to such designations. If so, then the bill repeals by impli- 
cation the authority granted in section 12 (d) to the extent that any 
designations thereunder covers 5.000 or more acres of the outer Con- 
tinental Shelf as defined in the act. Further, as to such areas as may 
have been designated pursuant to section 12 (d) by the Secretary 
of Defense and not yet approved by the President, will the bill require 
for these areas that an act of Congress be obtained? In addition, prior 
to the passage of the Outer Continental Shelf Act certain areas whicle 
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would now fall within the definition of the outer Continental Shelf 
were designated as warning areas for defense purposes. Insofar as 
such areas may have covered more than 5,000 acres, would it be required 
under this bill that an act of Congress be obtained as a condition pre- 
cedent to continued utilization? As to the latter two cases it is believed 
the bill should not apply in any event. It would seem, therefore, that 
to preclude possible misconstruction of the language of the bill, fur- 
ther clarification as to the application of the provision is desirable. 

Section 6 would permit leasing to private interests and use by other 
Government agencies of public lands set aside for military purposes. 
We feel very strongly that a condition should not be created wherein 
the activities of other Government agencies and private interests could 
inadvertently impair the effectiveness of military operations, and 
thus defeat the purpose for which such public lands have been set 
aside. Accordingly, it is recommended that section 6 be revised as 
follows in order to protect national defense interests : 

“Sec. 6. All withdrawals and reservations of public land for use of 
any agency of the Department of Defense, except lands withdrawn or 
reserved specifically as naval petroleum, naval oil shalc, or naval coal 
reserves, which are heretofore or hereafter made by the United States, 
shall be deemed to be subject to the condition that all minerals in the 
lands so withdrawn or reserved are under the jurisdiction of the Sec- 
retary of the Interior, and no disposition shall be made of minerals 
in such lands except under the applicable public land mining and 
mineral leasing laws: Provided, That no disposition shall be made oi 
mineral rights in such lands where the Secretary of Defense deter- 
mines that such disposition is inconsistent with the military use of the 
lands so withdrawn or reserved.” 

Since section 6 of the prior bills, which deals with water rights, was 
eliminated from H. R. 12185, it is therefore suggested that subsection 
(8) of section 3 be deleted from the bill. 

The Department of Defense considers that the legislation would not 
affect permits granted by the Department of the Interior to the mili- 
tary departments as distinct from withdrawals or reservations. 

This supplementary report has been coordinated within the Depart- 
ment of Defense in accordance with procedures prescribed by the Sec- 
retary of Defense. 

When the Bureau of the Budget clearance is obtained, your commit- 
tee will be so informed. 

Sincerely yours, 
Lye S. GaRLock, 
Assistant Secretary of the Air Force. 


H. R. 627 


Strike out beginning on line 8, page 4, through line 24, page 5, and 
insert the following in place thereof : 

“Sec. 4. Chapter 159 of title 10, United States Code, is amended 
as follows: 

“(1) By adding the following new section at the end: 

“*$ 2671. Military reservations and facilities: hunting, fishing, and 
trapping 
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“*(a) The Secretary of each military department shall, with re- 
spect to each military installation or facility under the jurisdiction of 
his department in a State or Territory— 


“*(1) require that all hunting, fishing, and trapping at that 
installation or facility be in accordance with the fish and game 
laws of the State or Territory in which it is located ; 

“*(2) require that an appropriate license for hunting, fishing, 
or trapping on that installation or facility be obtained, except 
that with respect to members of the Armed Forces, such a license 
may be required only if the State or Territory authorizes the 
issuance of a license to a member on active duty for a period of 
more than 30 days at an installation or facility within that State 
or Territory, without regard to residence requirements, and upon 
terms not Jess favorable than the terms upon which such a license 
is issued to residents of that State or Territory ; and 

“*(3) develop, subject to safety requirements and military se- 
curity, and in cooperation with the Governor (or his designee) of 
the State or Territory in which the installation or facility is lo- 

cated, procedures under which designated fish and game or con- 
servation officials of that State or Territory may, ‘at such time 
and under such conditions as may be agreed upon have full access 
to that installation or facility to effect measures for the manage- 
ment, conservation, and harvesting of fish and game resources. 


““(b) The Secretary of each military department with the approval 
of the Secretary of Defense, shall prescribe regulations to carry out 
this section. 

“*(c) Whoever is guilty of an act or omission which violates a re- 
quirement prescribed under subsection (a) (1) or (2), which act or 
omission would be punishable if committed or omitted within the 
jurisdiction of the State or Territory in which the installation or facil- 
ity is located, by the laws thereof in effect at the time of that act or 
EN is guilty of a like offense and is subject to a like punishment. 

“*(d) This section does not modify any rights granted by treaty 
or otherwise to any Indian tribe or to the members thereof.’ 

“(9) By adding the following new item at the end of the analysis: 


“9671. Military reservations and facilities: hunting, fishing, and 
trapping.’ ” 


DEPARTMENT OF THE INTERIOR, 
FisH AND WILDLIFE SERVICE, 
OFFICE OF THE ADMINISTRATOR, 
Awaska WiLpLire Resources, 
Juneau, Alaska, February 5, 1957. 


Crate Encore, 
Chairman, Committee on Interior and Insular Affairs, 
Washington, D.C. 
Dear Mr. Enote: As requested by you during my recent appear- 
ance before your committee, I am furnishing herewith desired in- 


formation pertaining to the impact of the military on wildlife man- 
agement in Alaska. 
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Since the Territory of Alaska does not issue hunting licenses, we 
believe the wording in section 4 of the act should use the term “appro- 
priate licensing authority.” Certainly we hope the final draft will 
not set up special privileges on or off military reservations as such 
would pose a difficult problem for us. Following is our suggested 
wording: 

On page 4, starting with line 17, stopping page 5, end of line 2, 
(2) require that licenses for hunting, trapping, or fishing be obtained 
from the appropriate licensing authority having jurisdiction in the 
State or Territory where such installation or facility is located. With 
respect to members of the Armed Forces, except in Alaska, such li- 
censes will be required if such licensing authority of the State or 
Territory provides for the issuance of a license to a member of the 
Armed Forces on bona fide military duty for not less than thirty days 
at any installation or facility therein, without regard to residence 
requirements, and upon terms no less favorable than those terms upon 
which such a license is issued to residents of each State or Terri- 
tory. The issuance of licenses to members of the Armed Forces in 
Alaska shall be in accordance with the provisions of the Alaska Game 
Law; and * * *.” 

The Alaska game law, act of January 13, 1925, as amended, is the 
basic law under which the United States Fish and Wildlife Service 
regulates and manages the sports fisheries and wildlife of Alaska. 
Among other items this law requires a person to be a bona fide resi- 
dent of Alaska for a period of 12 months in order to acquire a resident 
hunting or fishing license. This requirement has been in effect since 
passage of the original act and applies equally to all persons. ‘To the 
best of our knowledge no one in the military at the Alaska level has 
ever asked for a special provision for the military to grant residence 
on less time than is required of civilians. They are now in process 
of putting out a military order spelling out the 1-year requirement 
and arbitrarily stating no one in the military can retain residence 
status in Alaska unless he continues to be officially stationed here. 
A copy of this proposed order is attached. 

The military in Alaska has also issued orders prohibiting the use 
of military rifles for hunting and prohibiting use of military vehicles 
for off-highway hunting. To our knowledge the first of these is oc- 
casionally violated and the second is more frequently violated. We 
do not have power to enforce it, of course. 

We have an informal agreement with the military that they will 
not establish a recreational hunting or fishing camp without our con- 
currence to prevent over exploitation of resources in local areas. 
This has worked reasonably well. Again, it is a concession on their 
part since no law compels such action. Generally, we jointly attempt 
to prevent serious conflicts between military and civilian hunters and 
fishermen. 

Each year the military provides from 6 to 12 men to assist enforce- 
ment of the game and fish regulations. They admit the military has 
caused us a problem, primarily because of our very limited means, 
and they accept some responsibility to help with it. These men are 
generally furnished with military vehicles and are granted authority 
by us to enforce the Alaska game law. During the heavy fall hunting 
season these men are usually assigned to w ork under supervision of 
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our regular agents. Theoretically they apply enforcement to members 
of the armed services but actually they assist with cases involvin 
civilians as well. In the field it is almost impossible to Siatinenatll 
military personnel from civilians except by personal questioning. 

Each military establishment has a designated conservation officer 
and one is attached to the office of commander in chief, Alaska. The 
individual conservation officers at field installations have not been as 
active or effective as we had hoped. 

As stated before your committee, it is our experience a greater 
hunting and fishing pressure is exerted by military personnel than 
by an equal number of civilians. This is not meant in a derogator 
sense but is simply a fact we must consider in overall management. A 
nonresident fishing license, good for 1 year, is sold for $2.50. Non- 
resident small-game licenses, including fishing, sell for $10. We are 
confident these licenses are well within the reach of all military or 
civilian nonresidents. It is only in the big game field that we 
are concerned and this is our reason for w anting to keep the present 
1-year license requirements, Alaska generally has more nonresidents 
than moose or sheep. When military installations are placed in outly- 
ing spots there is usually a conflict with the local residents who de- 
pend on wildlife for a living. The 1-year residence requirement 
minimizes this situation with regard to our big gan. 

It is difficult for us to get a firm figure on licenses sold to military 
personnel as they are often not identified as such. We estimate 40 
to 45 percent of all licenses are sold to them. About 60,000 licenses 
are sold each year. Native Indians and Eskimos are not required to 
have one. Approximately 30 percent of convictions for game law 
violations involve military personnel. This may not have a direct 
relationship to violations which are not detected, but it does indicate 
the conservation program conducted by the military is of benefit. 

We are attaching a copy of our current game regulations and again 
wish to express appreciation for being allowed to present testimony 
to your committee. 

Sincerely yours, 
CLARENCE J. Ruope, 
Wildlife Administrator. 


Heapquarters, ALASKAN CoMMAND, 
Orrice or THE ASSISTANT CHIEF oF Starr, J-1, 
Seattle, Wash., November 9, 1956. 
Mr. Ciarence Ruope, 
Wildlife Administrator, 
United States Fish and Wildlife Service, 
Juneau, Alaska 

Dear Mr. Ruope: Existing Alaskan Command regulations direct 
military installation commanders to make suitable arrangements for 
the on-station sale and issuance of hunting and fishing licenses and 
stamps to military personnel, civilian employees, and dependents of 
both groups. Our regulations also require such persons to purchase 
the appropriate licenses as _required by law and to familiarize them- 
selves with applicable provisions of the Alaska game laws and regula- 
tions prior to hunting or fishing in the Territory. 
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As you well know, the length of time military personnel reside in 
Alaska is controlled by military orders, whereas nonmilitary persons 
generally enter and leave the Territory at their own discretion. Be- 
cause our personnel lack this freedom of choice, we are presently con- 
templating a modification of regulations which would provide guid- 
ance as to their eligibility for resident licenses, provided you concur 
therein. It is believed that publication of such information would be 
particularly helpful to new arrivals; furthermore it would help elimi- 
nate inadvertent abuse of the residence requirements by those pre- 
viously stationed in Alaska. 

The following guidance has been developed by the staff after care- 
ful consideration of the game laws and their legislative history and 
bears the approval of our legal advisers. 

“Military personnel, civilian employees of the military service, 
and ne vendents of both groups will abide by the following criteria 
when obtaining fishing or hunting licenses: 

“1. Newly arrived personnel must be assigned to a station in Alaska 
for the 12-month period immediately preceding the application in 
order to qualify for a resident license. This period begins on the date 
of actual arrival in the Territory, not the date of departure from the 
United States. 

“2. Personnel departing Alaska for a permanent change of station 
may continue using currently valid reatlent licenses (if they should 
return to Alaska) until the expiration date. They are not authorized 
to obtain a succeeding resident license, either by mail or while tem- 
porarily visiting Alaska. Upon return to Alaska on a permanent 
change of station, such individuals must reestablish their right to 
resident privileges by completion of the 12-month period. 

“3. Accumulated periods of temporary residence in Alaska do not 
quality an individual for resident privileges. 

Temporary absence from Alaska does not affect an individual’s 
resident privileges.” 

Your comments on the proposed publication are solicited. 

Sincerely, 
H. D. Smrrn, Jr., 
Colonel, United States Air Force, 
Assistant Chief of Staff, J-1. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of Rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman) : 


Cuarrer 159 or Titte 10, Untrep Srares Cope 


CHAPTER 159.—REAL PROPERTY ; RELATED PERSONAL PROPERTY ; AND LEASE 
OF NONEXCESS PROPERTY 
Sec. 
2661. Planning and construction of public works projects by military depart- 
ments. 
2662. Real property transactions: agreement with Armed Services Committees; 
reports. 
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Sec. 

2663. Acquisition. 

2664. Acquisition of property for lumber production. 

2665. Sale of certain interests in land; logs. 

2666. Acquisition : land purchase contracts ; limitation on commission. 
2667. Leases ; nonexcess property. 

2668. Easements for rights-of-way. 

2669. Easements for rights-of-way : gas, water, sewer pipe lines. 


2670. Licenses: military installations; erection and use of buildings; American 
National Red Cross. 
2671. Military reservations and facilities: hunting, fishing, and trapping. 


* * * * * * * 


§ 2670. Licenses: military installations; erection and use of buildings; 
American National Red Cross 
Under such conditions as he may prescribe, the Secretary of any 


military department may issue a revocable license to the American 
National Red Cross to— 


(1) erect and maintain, on any military installation under 
his jurisdiction, buildings for the storage of supplies; or 

(2) use, for the storage of supplies, buildings erected by the 
United States. 

Supplies stored in buildings erected or used under this section are 
available to aid the civilian population in a serious national disaster. 
§ 2671. Military reservations and facilities: hunting, fishing, and 
trapping 
(a) The Secretary of Defense shall, with respect to each military 
installation or facility under the jurisdiction of any military depart- 
ment in a State or Territory— 

(1) require that all hunting, fishing, and trapping at that in- 
stallation or facility be in accordance with the fish and game laws 
of the State or Territory in which it is located ; 

(2) require that an appropriate license for hunting, fishing, or 
trapping on that installation or facility be obtained, except that 
with respect to members of the Armed Forces, such a license may 
be required only if the State or Territory authorizes the issuance 
of a license to a member on active duty for a period of more than 
thirty days at an installation or facility within that State or 
Territory, w vithout regard to residence requirements, and upon 
terms otherwise not less favorable than the terms upon which such 
a license is issued to residents of that State or Territory; and 

(2) develop, subject to safety requirements and military secur- 
ity, and in cooperation with the Governor (or his de signee) of 
the State or Territory in which the installation or facility is lo- 
cated, procedures under which designated fish and game or con- 
servation officials of that State or Territory may, at such time and 
under such conditions as may be agreed upon, have full access to 
that installation or facility to effect measures for the management, 
conservation, and havesting of fish and game resources. 

(b) The Secretary of Defense shall prescribe regulations to carry 
out this section. 

(c) Whoever is guilty of an act or omission which violates a require- 
ment prescribed under subsection (a) (1) or (2), which act or omission 
would be punishable if committed or omitted within the jurisdiction 








MILITARY PUBLIC LAND WITHDRAWALS 79 


of the State or Territory in which the installation or facility is lo- 
cated, by the laws thereof in effect at the time of that act or omission, 
is guilty of a like offense and is subject to a like punishment. 

(d) This section does not modify any rights granted by treaty or 
otherwise to any Indian tribe or to the members thereof. 


Srorion 3 (d) or THE FrperaL Property AND ADMINISTRATIVE 
Services Acr or 1949 (63 Star. 377), as AMENDED 


* x * * * * ¥ 
Sec. 3. As used in this Act— 
* od * oa ” + ” 


(d) [The term “property” means any interest in property of any 
ind except (1) the public domain (including lands withdrawn or 
reserved from the public domain which the Administrator, with the 
concurrence of the Secretary of the Interior, determines are suitable 
for return to the public domain for disposition under the general 
public-land laws because such lands are not substantially changed i in 
character by improvements), and lands reserved or dedicated for 
national forest or national park purposes; (2) naval vessels of the fol- 
lowing categories: Battleships, cruisers, aircraft carriers, destroy- 
ers, and submarines; and (3) records of the Federal Government.] 
The term “property” means any interest in property except (1) the 
public domain; lands reserved or dedicated for national forest or na- 
tional park purposes; minerals in lands or portions of lands with- 
drawn or reserved from the public domain which the Secretary of 
the Interior determines are suitable for disposition under the public 
land mining and mineral leasing laws; and lands withdrawn or 
reserved from the public domain except lands or portions of lands so 
withdrawn or reserved which the Secretary of the Interior, with the 
concurrence of the Administrator, determines are not suitable for re- 
turn to the public domain for disposition under the general public- 
land laws because such lands are substantially changed in character 
by improvements or otherwise; (2) naval vessels of the following 
cat gories: Battles ‘hips, cruisers, aircraft carriers, destroyers, and 
submarines; and (3) records of the Federal Government. 


. * s s * * * 
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LETTER OF TRANSMITTAL 


CoMMITTEE ON APPROPRIATIONS, 
House or REPRESENTATIVES, 
March 21, 1957. 
Hon. Sam Raysourn, 
Speaker of the House of Representatives, 
Washington, D. C. 

Dear Mr. Speaker: By direction of the Committee on Appro- 
priations, I submit herewith the committee’s report on the Adminis- 
tration Plan To Improve Congressional Control of the Budget. 

Respectfully, 
CLARENCE Cannon, Chairman, 
mr 














LETTER OF TRANSMITTAL TO WHOLE COMMITTEE 


House or REPRESENTATIVES, 
CoMMITTEE ON APPROPRIATIONS, 


Washington, D. C., March 21, 1957. 
Hon. CLarENcE CANNON, 


Chairman, Committee on Appropriations, 
House of Representatives, Washington, D. C. 

Drar Mr. CuarrMAn: Pursuant to its assignment, the Temporary 
Subcommittee appointed for the purpose has carefully studied the 
plan suggested by the executive branch to improve congressional 
control of the budget. The plan was given some consideration when 
first advanced in 1955 but circumstances precluded completion of 
consideration and report thereon at the time. 

We have gone into the details of the plan with the Secretary of the 
Treasury, through whom it was advanced, and the Director of the 
Budget. For reasons fully set forth in this report, we conclude that 
the plan as proposed is burdened with disadvantages and defects 
such as to render it impracticable and unworkable, and therefore 
would suggest the Committee on Appropriations take no further 
action on it. 

Incidental to the plan submitted, mention was made of the so-called 
accrued-expenditure basis of stating appropriations in lieu of the 

resent obligation basis. This proposal was included in legislation 
ast year but failed of adoption at the insistence of the House. It is 
again under consideration in the Congress. The matter was pursued 
at some length in the hearings and, because of its important relation- 
ship to the business of the Committee on Appropriations, this report 
discusses its nature and dimensions and offers the view that the 
change should not be imposed on the appropriations process, 

Concerning generally the question of control of spending, we also 
call attention to the extent to which the annual appropriation bills 
fail to afford the Congress full opportunity for effective exercise of its 
will on the broad dimensions of Government spending. 

Respectfully, 
Grorce H. Manon, 
Chairman, Temporary Subcommittee. 
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ADMINISTRATION PLAN TO IMPROVE CONGRESSIONAL 
CONTROL OF THE BUDGET 


Marca 21, 1957.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Cannon, from the Committee on Appropriations, submitted the 
following 


REPORT 


INTRODUCTION 


In June 1955, the Secretary of the Treasury submitted to the chair- 
man of the Committee on Appropriations a plan to change appro- 

riating procedures with view to improving congressional control of 

sieved spending and balancing the budget. On June 21, 1955, the 
chairman appointed a Temporary Subcommittee to study the plan. 
The subcommittee held hearings with Secretary Humphrey and 
Budget Director Brundage on July 13. Circumstances precluded 
completion of consideration and report thereon at the time. 

The Temporary Subcommittee was reappointed to further study 
the proposition. It was deemed unnecessary to hold further hearings. 
The earlier hearings have been printed and released. They include 
on pages 1-10 a complete reproduction of the plan advanced by 
the executive branch to change congressional procedures for proc- 
essing the budget. 


SuMMARY OF Executive Branco PLAN 


The underlying premise of the plan advanced by the executive 
branch is expressed in the outline in the following language: 


Congress has been seeking a way to improve its control 
of Federal expenditures. It has tried, unsuccessfully, (a) the 
utilization of a joint committee to consider the President’s 
budget; (6) the fixing of an annual ceiling on expenditures; 
and (c) the adoption of an omnibus appropriation bill. 
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2 IMPROVE CONGRESSIONAL CONTROL OF THE BUDGET 


Two difficulties in dealing with congressional control of spending 
are stated in the plan to be— 


ee The present piecemeal method of handling appropriation 
s. 

2. The span of time which elapses between the voting of appro- 
priations and the actual disbursements of funds. 

The plan suggests changes in congressional procedures dealing only 
with the method of handling appropriation bills. It does not deal 
with the second item, namely, the span of time between making of 
appropriations and the actual expenditure thereof. This latter item 
is a reference to the so-called annual accrued expenditure basis of 
stating appropriations which was the subject of extended legislative 
consideration last year and, because of failure of adoption, is again 
under study by the legislative committees. Because of its far- 
reaching effects on the work of the Committee on Appropriations and 
the appropriations process generally, our subcommittee examined 
into this question extensively. 

The principal features of the plan are— 

1. Appropriation and revenue bills would be handled piece- 
meal in committee and on the floor as at present. 

2. Each bill reported from committee would be accompanied 
by up-to-date tabulations in the nature of a running scorecard, 
showing the current budget outlook and the effect of the accom- 
panying bill on budget results. 

3. Individual appropriation bills, upon signature by Presiding 
Officers of the two Houses, would be laid on the shelf for presen- 
tation to the President en bloc immediately upon final clearance 
of the last appropriation bill. 

4. Thereupon, a final tabulation would be made showing the 
effect upon the budget of all appropriation and revenue bills. 

5. Congress would adopt a rule providing for completion of 
action on all individual appropriation and revenue bills by June 1. 

6. Not later than early June, an ‘“Amendatory Appropriation 
Bill” would be prepared by the Committee on Appropriations of 
the House and submitted for consideration as for any other bill. 
This bill would specify the deductions, if any, to be made from 
appropriations in the individual bills. The individual bills, 
however, would not themselves be changed. It is the plan that 
the two Houses would have 30 days in which to formulate and 
dispose of the amendatory bill. 


ANALYSIS OF THE PRoPposED PLAN 


Implicit in the plan is recognition that the present piecemeal ap- 
proach to appropriating for support of the Government has certain 
defects. The plan therefore seeks to accomplish the objectives of a 


“single package” plan without actual consolidation in a single bill. 
The outline states: 


The procedure would accomplish the objectives of the 
Consolidated Appropriation Bill but at the same time would 
overcome the objections to such a bill. One of the principal 
features of the procedure is that accompanying each appro- 
priation or revenue bill would be an up-to-date statement 
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showing the current budget outlook and the effect of each 
appropriation bill on budget results. This would assist 
Members of Congress in determining the possible effect’ of a 
ae _ on budget results before they cast their votes 
on the bill. 


Neither the formal plan nor supporting testimony of its advocates 
identify the “objections” to the once-tried “single package” bill for 
which the plan is offered as a substitute. 

It is the considered view of the subcommittee that the plan as out- 
lined is fraught with defects and disadvantages such as to render it 
impracticable. As a package, it will not work. . The running score- 
card type of information, if its development and availability could 
be dovetailed with reporting-time schedules, would be interesting and 
informative, but otherwise nothing more than refinement of basic 
information readily at hand under present processes. It is not a 
panacea; it appears to be merely a procedural attachment to a far 
more basic proposition. 


AMENDATORY APPROPRIATION BILL 


The proposed Amendatory Appropriation Bill is the heart of the 
lan. Any real results under the plan rest entirely on it. All other 

Ratiites of the plan are essentially ancillary. The description of the 
amendatory-bill procedure, while quite brief, displays some lack of 
understanding of the facts inherent in legislative procedures. As 
aforementioned, the several appropriation and revenue bills would 
be handled piecemeal exactly as at present except for inclusion 
(presumably in the accompanying report or general debate) of a 
running scoresheet on the then current budget outlook and effect 
of the pending bill on budget results. 

The President submits the budget in January of each year. It is 
the basic working document—the starting point of consideration—of 
the Committee on Appropriations. It contains the appropriations 
and other obligating authority requested. It reflects estimates of 
expenditures, estimates of revenue, and the resultant budget surplus 
or deficit. It clearly shows, in great detail, the trend of appropria- 
tions, spending, and revenues proposed by the President. All this 
information, and the propositions from which it derives, are before 
the Congress and the country. Throughout consideration of indi- 
vidual bills under present procedures, the complete picture is before 
the committees and the Congress. If the budget proposes increased 
appropriations, increased spending, or continuation of prevailing tax 
rates, everybody knows it. Ifa deficit is budgeted, that fact is known 
from the outset. Moreover, as each bill is processed, simple arith- 
metic reveals currently how much is being cut from the obligational 
requests of the President. The Congress acts on each bill in light of 
all these facts. So it is wholly unrealistic to presume that mere 
injection of up-to-date scorecards on the current budget outlook 
along lines suggested would impart to legislative deliberations any 
information which reasonably could be expected to influence the 
ultimate outcome. And it is equally unrealistic to suggest that, after 
weeks and months of consideration and action by the committees and 
the two Houses, the membership would be inclined to follow a formal 
prescribed course calling for covering much of the same ground 
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twice with the apparent objective, according to the plan, of laying 
out a set of reductions sufficient, as a minimum, to come within avail- 
able revenues if this has not previously been accomplished in the 
several bills. The basic fallacy of this suggestion is that, generally 
speaking, the form of the die will have already been cast. 

To formalize into the law and the rules a specific, continuing pro- 
cedure under which the Congress, by the very nature of the mechanics 
prescribed, undertakes to commit the legislative branch to a concen- 
trated budget-balancing and retrenchment effort year after year 
might, it would seem, tend to promote fiscal irresponsibility in the 
executive branch. There might well be a growth of the seeming 
tendency to let more spending proposals come forward in the budget 
when, with wide discretion and power in his own hands, the President 
is in position to withhold appropriation requests, reduce ope 
and make a balanced budget. The budget is by law his budget, his 
responsibility. And the Director of the Budget, who reports directly 
to the President, has statutory authority to reduce the requests of the 
departments. The Congress has no authority to spend money appro- 
priated for the executive branch; spending jurisdiction reposes ex- 
clusively in the executive branch. Spending proposals, once they 
see the light of day in form of budget estimate, attract support and 
are more difficult to deny or hold down. Suppression at the source 
is the beginning point. 

The purpose or intent here is not to suggest that under current 
processing procedures the budget requests should never be reconsidered 
after disposition of one or all the individual bills. To contend other- 
wise would be wholly incompatible with realities. A number of cir- 
cumstances, wholly unforseeable or insusceptible of being dealt with 
at a given time, may call for additional considerations and action 
not previously deemed necessary or appropriate. The dimensions of 
such contingencies would normally dictate what action, if any, were 
necessary. 

The plan for the amendatory bill embodies other features failing to 
comport with realities. If, for instance, a primary reason for the 
final scoresheet showing a deficit or inadequate surplus were the 
failure to adopt adequate revenue measures otherwise thought to be 
necessary, would it ‘logically follow, notwithstanding this, that the 
amendatory appropriation bill should nevertheless be prepared and 

rocessed? Would it not be manifestly unrealistic to impose on the 
ommittee on Appropriations the specific burden of “bailing the 
situation out” after the House had previously debated, amended, 
and adopted appropriation bills originally presented by the committee? 


HOLDING INDIVIDUAL MONEY BILLS 


The plan proposes that each individual bill, upon final processing, 
be laid on the shelf and not delivered to the President until after the 
last such bill has been disposed of. The necessity or advantage of 
this suggestion is not apparent, since under terms of the plan the 
individual bills would not literally be altered in terms by the amend- 
atory bill. Funds provided in the individual bills do not become 
available for obligation until the beginning of the fiscal year, even 
when cleared and signed in advance thereof, and amounts ee 


available for individual programs would not be known until the amend- 
atory bill were disposed of. 
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JUNE 1 DEADLINE 


The plan contemplates that Congress would make appropriate pro- 
vision for clearance of all revenue and appropriation bills (except the 
amendatory bill) by June 1, to allow a month before start of the new 
fiscal year in which to process the amendatory bill. 

This is a laudable objective, but past experience is probably the 
best indication of how unrealistic it is. 


AccruED EXPENDITURE Basis or STATING APPROPRIATIONS 


As indicated, the plan suggests that one difficulty in dealing with 
congressional control of spending is the span of time between making 
of appropriations and actual disbursement thereof. While the plan 
itself does not deal with this matter, it was discussed extensively in the 
hearings because of far-reaching effects suggested changes in this 
respect would have on the budgetary and appropriations processes all 
along the line. It seems appropriate, therefore, especially since legis- 
lation on the subject is again under consideration in the Congress to 
call attention of members of the Committee on Appropriations to the 
nature and dimensions of the proposition. 

Pending legislation would, if adopted, require estimates of appro- 
riations to be stated on the so-called annual accrued expenditure 
asis. Similar legislation failed of adoption last year at the insistence 

of the House. In its simplest terms, annual accrued expenditures 
means stating appropriations on the basis of goods and services 
expected to be received during the year regardless of when obligated 
for, or when used, or when a for. Under present practice, appropri- 
ations are stated on an obligation basis. They convey both authority 
to obligate and authority to disburse. What constitutes an obligation 
is comprehensively defined in law. 

Stating appropriations on the accrued expenditure basis would 
require supplementation in the form of contract authority for many 
programs. Changing over to the new basis would in no wise alter the 
operating realities or needs of the vast and complex programs of the 
Government. If operating necessities require advance commitment 
or obligating authority to permit of orderly program management and 
execution under present budgetary procedures, they will require 
similar authority under the accrued-expenditure method. 

Contract authority is a workable device but not the most economical. 
It is an old and familiar friend to the Committee on Appropriations 
and the Congress. It was used extensively for many years. It has 
been found wanting. It was generally abandoned in appropriation bills 
back in 1951, although its use is growing in substantive legislative 
bills. Far from contributing to economy and retrenchment, it tends 
to the opposite effect. It ties the hands of the President and the 
Congress in making up and considering future appropriation budgets 
by introducing undesirable rigidities into the budget picture. It is a 
snare and a delusion. Its “appeal” is one of its principal defects. 
It is often viewed as ‘‘merely an authorization,” with the consequent 
tendency to pass over it more lightly, to fail to give it the same thor- 
ough examination as a direct appropriation. Psychologically, the 
situation can be likened to a charge account at the store—relativel 
easy to open because it is not necessary to have the cash in hand. 
Moreover, subsequent appropriation requests to pay the bills incurred 
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under prior contract authority are frequently viewed as being beyond 
reach—the attitude that “we have no choice but to pay the bill.” 
That has been the practical effect of using it in many instances. 

Recommendations leading to the proposed accrued-expenditure 
method lay great emphasis on necessity of the Congress regaining 
control of the purse strings and in support thereof cite the billions of 
unexpended carryover balances of appropriations at the end of a given 
fiscal year. The import of the suggestion seems to be that adoption 
of the new method automatically imparts to the Congress closer con- 
trol of demands on the Treasury, with resultant substantial savings, 
It is true that large unexpended balances are in the hands of the 
departments each year and that in the annual appropriation bills the 
Congress does not now exercise direct annual control over their annual 
rate of disbursement. The magnitude of such balances is shown by 
the following figures taken from the budget for 1958, representing the 
estimate of amounts on hand on July 1, 1957. And it is significant to 
note that such balances are by no means exclusively confined to 
“appropriation” balances: 


Obligated Unobli- Total 


Billions Billions Billions 
1. Appropriations_.___- $34.3 $i2.0 


Fi Ni ec ed ose ee EE eit aa ale i2 $46.3 
2. Authorizations to expend from debt receipts._..............-.-..- 5.1 13.4 18.5 
I lh Bead 3 7 1.0 
4. Revolving and management funds--_-_-..........--...........-...- 5 3.6 4.1 
I added saan ae teietialaid tated ne ee patil nd Se oe 40. 2 | 29.7 69.9 

j 


In the long range sense as distinguished from any particular fiscal 
year, too much empliasis is attached to the question of regaining 
congressional control over unexpended balances as a major answer to 
eurtailing spending or avoiding deficits. It is a contention seemingly 
born of frustration. It is but one in a series of suggestions for bal- 
ancing the budget or reducing expenditures merely by “changing the 
system.” 

"N o funds whatsoever can be withdrawn from the Treasury save in 
Saas of valid authority granted by the Congress to first create 
an obligation in behalf of the Government. That is the beginning 
point in the budgetary process—the point of control—and it is the key 
to the situation. The most consistently accurate barometer to future 
spending levels is the dimensions of authority accorded by the Con- 
gress to enter into obligations on behalf of the Government. Denial 
of authority to obligate precludes a subsequent expenditure. Curtail 
the input of new appropriations (and other forms of obligating author- 
ity) and spending will come down. Grant authority to obligate and 
the expenditure inevitably will follow in due time. Many who advo- 
cate changing to the accrued expenditure basis of stating appropria- 
tions do not seem to fully appreciate or recognize this extremely simple 
truth. 

It is interesting to note that while the President in his recent budget 
message urged the Congress to give further consideration to pending 
legislation to place appropriations on the accrued expenditure basis, 
the booklet entitled, “The Federal Budget (1958) in Brief,’ recently 
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issued by the Executive Office of the President, contains the following 
significant statement: 


Because obligational authority foreruns expenditures, 
it is necessary to exercise control over the amount of new 
authority voted for Government agencies in order to keep 
expenditures within receipts. If in any year the Govern- 
ment obligates itself to pay more money than it is receiving, 
it is courting future deficits. 


Carryover balances are pocketed in hundreds of separate appro- 
priation and other accounts on the books of the departments. They 
are shown in detail throughout the budget. They vary in size from 
relatively insignificant amounts to billions of dollars. Regardless of 
size, determination of amounts of new obligating requests to be allowed 
requires concurrent consideration of the carryover in those programs 
where advance financing is necessary. ‘That is the general procedure 
now followed by the Committee on Appropriations. In some in- 
stances only the unobligated portion is a pertinent factor, while in 
others the obligated portion is of equal importance in the determina- 
tion. Such balances should be held to the absolute minimum, con- 
sistent with the varied needs of the individual program to which 
applicable. But so long as the scale of Federal programs remains: of 
the present general magnitude carryover balances will continue to-exist 
in terms of billions and billions of dollars. 

However, the contention persists that adoption of the accrued 
expenditure method would result in substantial reduction of such 
Selenaes and somehow bring about significant retrenchment. 

What would happen if the shift were made to the suggested basis 
of appropriating, as provided in pending legislation, would be the 
elimination of large unexpended appropriation balances’ (which, of 
course, is not cash in the Treasury) and substitution of large un- 
funded contract authorization balances. Under either system, the 
grant of authority to obligate the Treasury to future cash expendi- 
ture occurs at the outset. A fiscal system cannot change the operat- 
ing realities of the vast and complex programs of the Government or 
the point of time at which the necessities of the situation make a 
claim on the Treasury. Under either system, the large carryovers— 
and their will be similar large carryovers under both—will consist of 
(a) outstanding obligations and (6) unobligated amounts. Under 
either system, the die is cast as to eventual payment when the obliga- 
tion is created. On this important point of timing of the obligation 
to future payment, therefore, the proposition is essentially a distinction 
without a difference. The day of reckonthe-—the day of payment—is 
inevitable and, furthermore, the payment will normally occur at the 
same time under either system. Once the obligation or commitment 
sets the machinery in motion, the Congress can. do little if anything 
to postpone the day of cash payment. 

f course, the Congress could if it wished make reductions in 
carryover balances, but it should be under no illusions if it does so. 
And it can do so right now without changing the system. Several 
billions of dollars could be cut from new appropriations requested for 
1958 for such long lead-time items as ships, aircraft, missiles, étc., 
because the budget contemplates that not all of the new funds request- 
ed will be contracted and obligated in 1958. ‘This situation arises 


4 <I N R 











8 IMPROVE CONGRESSIONAL CONTROL OF THE BUDGET 


from the generally prevailing practice of providing funds at the 
outset for the total estimated cost of a given item so that the Congress 
can clearly see, and have complete knowledge of, the full dimensions 
and cost when it is first presented for appropriation. An alternative 
would be to appropriate in the first year only the amount estimated 
to be obligated in that year, leaving to later years “installment 
appropriations” to complete the necessary funding. But this sort 
of partial funding tends to be less than fully informative and in effect 
somewhat misleading. An instance arose on one of the appropriation 
bills last year wherein an amendment in the order of $1,000,000 was 
adopted with ease to begin a project the ultimate cost of which 
will be in excess of $1,000,000,000. Had the initial appropriation 
been a billion dollars instead of a million dollars, the outcome may 
well have been different. 

For example, if the Congress provides funds in one fiscal year for a 
special project such as 1,000 aircraft or an atomic carrier, which will 
require a total of, say, three or four years for full completion and 
delivery, how can it correctly be said that Congress has “‘lost’’ control 
of the purse strings merely because all the money will not be obligated 
or expended during the first year of the project? The Con 
exercised its anal over the purse in approving the project and the 
funds for the project. Of course, under present procedures the Con- 
gress, if it later changes its mind, can take action to rescind funds or 
repeal the authorization. Moreover, if the ultimate cost proves to be 
less than the funds provided the unused portion can be canceled or 
applied to other purposes, and this is frequently done. 


CONCLUSION ON ACCRUED EXPENDITURE METHOD 


For these and related reasons, it is the view of the subcommittee 
that the accrued expenditure method should not be adopted. It has 
disadvantages and offers no improvement. This is not to infer that 
present methods and processes are perfect or the best. There may be 
a better way to present and process the Federal budget. The best 
system that can be devised ought to be employed, but the proposed 
accrued expenditure method is not it. The point is, there is no simple 
shortcut, no magic retrenchment device. No budgetary system has a 
built-in guaranty of economy or efficiency. 


Metuops or GrantinG Autuority To OBLIGATE 


Apropos the question of regaining control of the purse strings, 
there is a widely held but mistaken impression that it is through the 
annual appropriation bills that all funds are made aridlable for 
obligation and expenditure and that the annual appropriations process 
affords almost unlimited opportunity to reduce at will the drain 
on the Treasury. It does not always seem to be fully appreciated 
that today the annual appropriation bills afford, as a practical mat- 
ter, only somewhat limited opportunity or basis for the Congress 
to effectively exercise its will on the broad dimensions of Government 
spending. A substantial segment of new authority to obligate the 

overnment is insulated from effective annual determination through 
appropriation bills by reason of such items as permanent appro- 
priations, permanent contract authorizations, authorizations to ex- 
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pend from debt receipts, and specific formulae in various grant-in- 
aid and other programs in basic legislation beyond practicable reach 
of the annual congressional appropriations processes. Moreover, 
substantial amounts of authority to obligate, and even to actually 
spend, are granted in other than appropriation bills. Unfortunately, 
the practice seems to be growing and, as it grows, basis for effective 
annual determination of expenditure levels is undermined and shrinks 
accordingly. The Congress cannot continue to place large segments 
of the budget beyond reach of annual determination without further 
seriously impairing the practical limits of exercise of effective control 
of the purse through the traditional means of appropriation bills. 
It may come as a surprise to many to know that while the last session 
of Congress was reducing the President’s requests for “appropriations” 
in appropriation bills by $257 million, it was at the same time, in 
other than appropriation bills, increasing the President’s requests 
for other types of obligating and spending authority about $1,736 
million. These types of authority result in expenditures from the 
Treasury just as do expenditures from “appropriations.” There is 
no difference in final effect. A list showing the makeup of the $1,736 
million increase follows: 


Funds appropriated to the President: Millions 
Investment in discharge of investment guaranty liabilities (authori- 
zation to expend from debt receipts) _............-.-.--.--_- $37. 5 


Independent offices: 
Veterans’ Administration, direct loans to veterans and reserves 


(authorization to expend from debt receipts)_............... “ 150. 0 
Housing and Home Finance: 
Housing studies (contract authorization) ___-......-.--_-____ .5 
College housing loans (authorization to expend from debt receipts) - 150. 0 
Investment in flood indemnity operations (authorization to expend 
from Gent Teese) ~ . x cin css cnncdesenenncemeeeeeeeeee 400 0 
Department of Agriculture: 
CCC (authorization to expend from debt receipts)_..........--. 500. 0 


Farmers’ Home Administration: 
Farm tenant mortgage insurance (authorization to expend 
Tooth Gebt: POSNER) .. «. 6 o-n.cio sus queen ean 6 
Farm housing (authorization to expend from debt receipts) 450. 
Department of Commerce: 


Public land highways (contract authorization)_................. 2. 
Forest highways (contract authorization) .........-....---.---. 7. 
Department of Interior: 
Park Service (contract authorization) -.................-...- 32. 
Ttals 2 ss cc de lca sc. nce toe eee ee 11, 736. 4 


' The total involved was $4,259 million. 


The practice continues to grow. Recent examples in point indicate 
the trend. The multi-billion-dollar Federal aid highway grant program 
figures have dropped from budget totals. The law actually appro- 
priates the receipts to a so-called trust fund for the next 16 years, 
to be obligated through contract authority, removing approximately 
$2 billion a year from determination in the annual appropriation 

rocess. In 1955, contract authority ($63 million a year for 3 years) 
or airport-construction grants was enacted in basic legislation for the 
first time. In the annual budget Congress is presented with the bill 
and has no choice bu to grant the appropriation. These are examples 
cited here solely to show the trend without regard to merits of the 
programs themselves. 
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AUTHORIZATION OF APPROPRIATIONS 


The basic foundation for an appropriation is a legislative authori- 
zation. No appropriation is in order under the rules unless for 
purposes previously authorized by law. Initial authorization of a 
program or eae is therefore the true beginning point in the spend- 
ing process. If the program or project, whatever it may be, is not 
authorized by the Congress, then no appropriation is in order. But 
the facts are that each year new programs and projects are authorized; 
and old programs are often extended and expanded. In contrast, 
seldom are existing programs and activities deauthorized via the 
basic legislative route. Fiscally, the cumulative result is increasing 
demands on the Federal Treasury. And once undertaken, it is 
inherent in the nature of things that resistance more often than not 
comes to the fore when efforts are made to curtail, deny proposed 
expansion, or eliminate. 
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DEPARTMENTS OF LABOR, AND HEALTH, EDUCATION, 
AND WELFARE, AND RELATED AGENCIES APPROPRI- 
ATION BILL, 1958 


Marca 21, 1957.—-Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Foaarry, from the Committee on Appropriations, submitted the 
following 


REPORT 


[To accompany H. R. 6287) 


The Committee on Appropriations submits the following report in 
explanation of the accompanying bill making appropriations for the 
Departments of Labor, and Health, Education, and Welfare, the 
National Labor Relations Board, the National Mediation Board 
including the National Railroad Adjustment Board, the Railroad 
Retirement Board, the Federal Mediation and Conciliation Service, 
the Interstate Commission on the Potomac River Basin, and the 
United States Soldiers’ Home. 

The budget estimates forming the primary bases of consideration 
by the Committee will be found in the budget for 1958 on the following 
pages: 

Pages 


User UMeNS GC IMB. . ~~ ccc ckec nace cchoasenaehwmede 825 to 849, inclusive 
Department of Health, Education, and Welfare........-. 628 to 702, - 
National Labor Relations Board...........-..-.--.-...- 153 to 154, = 
Wetional MeGiation Beare.) oe oe eee ecooene 154 to 156, ” 
Raliroad Retirement: Board... .... <n ede desc 160 to 161, * 
Federal Mediation and Conciliation Service___.........-- 132 to 133, = 
Interstate Commission on the Potomac River Basin....... 146 

United States Soldiers’ Home-............-.----------- 605 to 667, *, 


The detailed tabulation at the end of this report reflects each amount 
included in the bill for 1958, the corresponding budget estimate, an« 
amount available for the fiscal year 1957, with appropriate com- 
parisons. The appropriations for 1957 shown in this tabulation and 
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elsewhere in this report, reflect only actual appropriations made to 
date with the single exception of the item of $275,000,000 for “Grants 
to States for public assistance” included in the Urgent Deficiency 
Appropriation Bill, 1957. This is included in these comparisons since 
the House of Representatives and the Senate have passed the bill 
with the same amount for this item. There are now pending before 
the Committee, additional supplemental requests for 1957 which, to 
the extent they are granted, will result in increasing the amount by 
which the recommended appropriations for 1958 are below the appro- 
priations for 1957. 

Most of the “salary and expense” items in the bill show increases 
in 1958 over 1957. This is in several instances, due mainly to increased 
workload placed on these departments and agencies by the substantial 
expansion of many of their programs by the last Congress, such as the 
amendments to the Social Security Act, increase in the minimum wage, 
the new Water Pollution Control Act, etc. In most instances, how- 
ever, these increases are made up largely of mandatory increases in 
costs. The most significant of these is the new and mandatory item 
of contribution to the civil service retirement fund which will be an 
expense in 1958 but not in 1957. This one new expense amounts to 
approximately $10,000,000 for salaries provided for in this bill. 


SUMMARY OF ESTIMATES AND APPROPRIATIONS 


The following table compares, on a summary basis, the appropria- 
tions for 1957, the requests for 1958, and the amounts carried in the 


bill: 


Bill for 1958 compared 
with— 








Department or agency Appropria- | Budget esti- | Bill for 1958 
tions, 1957 mates, 1958 

Appropria- | Budget esti- 

tions, 1957 mates, 1958 





Department of Labor.........--- $380, 785, 500 | $384, 678,000 | $364, 366,300 | —$16, 419, 200 | —$20, 311, 700 
Department of Health, Educa- 

tion, and Welfare___..........- 2, 487, 062, 781 |2, 582, 114, 581 |2, 483, 836, 581 —3, 226, 200 | —98, 278, 000 
National Labor Relations Board. 8, 951, 500 9, 575, 000 9, 450, 000 +498, 500 — 125, 000 
National Mediation Board ___...- 1, 212, 000 1, 295, 000 1, 295, 000 WEE OEE Icvcqnccescahuts 
Railroad Retirement Board _.’ _.- [7, 000, 000] [8, 150, 000] [8, 150, 000}| (+1, 150, 000) | [-.......-.-- ) 
Federal Mediation and Concilia- 

tion Service ____- é 3, 305, 000 3, 610, 000 3, 550, 000 +245, 000 —60, 000 


Interstate Commission on the 





Potomac River Basin.......... 5, 000 5, 000 SOUS Vcgideaen ceca 5 lotsnswnccbae 
U. 8. Soldiers Home_.--..........- (6, 564, 000) [4, 750, 000) [4, 750, 000]; [—1, 814, 000] | [--.....-.... ] 
I 2, $8, 321, 781 [2 01,277, B81 2, 862, 502, 881 | —18, 818, 900 jus, 774, 700 


DEPARTMENT OF LABOR 


EMPLOYMENT OF THE OLDER WORKER 


The Committee was happy to note that some progress has been 
made in the Department’s program to better the employment oppor- 
tunities for the older workers but progress has been much slower than 
was anticipated. The Committee hopes that the so-called action 
programs planned for next year will speed up progress in this field. 


LL 
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OFFICE OF THE SECRETARY 


Salaries and erpenses.—The bill includes $1,510,000, a reduction of 
$109,000 from the request, and a reduction of $241,000 below the 1957 
appropriation. Some activities that are now financed from this appro- 

riation are to be transferred next fiscal year to the working capital 
und, explained below. A straight comparison between the amount 
appropriated for 1957 and the amount recommended in the bill for 
1958 does not, therefore, present a true picture of the Committee’s 
action. When adjustments are made for these transfers, the adjusted 
appropriation for 1957 is $1,422,800. In addition to the 1957 adjust- 
ments, the Department plans to transfer from this appropriation to 
other appropriations certain activities in connection with the Older 
Worker Program and Skills of the Work Force Program, which 
amount to approximately $176,000. Taking all of these adjustments 
into consideration, the amount allowed by the Committee is sufficient 
to support all of the activities of this office at the current level and will 
provide increases as follows: (a) $50,000 for a non-recurring rent item; 
(b) an increase of approximately $30,000 for international labor affairs; 
and (c) an increase of approximately $80,000 for other activities in 
the Office of the Secretary. 

The only large item disallowed was $225,000 requested for the initia- 
tion of a Defense Mobilization Program. For all practical purposes, 
this is the same request that the Department made two years ago at 
which time the Departments of Labor and Health, Education and 
Welfare requested appropriations for Defense Mobilization and Civil 
Defense programs. These requests were denied and the Committee 
wrote in its report as follows: 


The Committee has disapproved all requests from both 
Departments, for Civil Defense and Defense Mobilization 
activities. It is the Committee’s firm belief that the scatter- 
ing of the basic program authorities through the Executive 
Branch and the piecemeal consideration of appropriations 
for these activities by the Legislative Branch can result only 
in confusion and waste of public funds. It would appear 
that the only businesslike way to handle this matter would 
be for the central agency, charged with the primary respon- 
sibility, to prepare and present to the Congress a total, in- 
tegrated program. ‘The Committee will expect the Civil 
Defense Administration and the Office of Defense Mobiliza- 
tion each to present such a program in time for the appro- 
priate action during this session of Congress. 


In the opinion of the Committee, this language is very clear and 
Jeaves no room for misinterpretation. The Committee’s recommenda- 
tions regarding the Civil Defense Program have been followed. It was 
obvious from the hearings that the Department of Labor would very 
much have preferred that the Committee’s recommendations had 
been followed with regard to the Defense Mobilization Program. 
One of the Department of Labor officials stated during discussion of 
this matter, “We are caught, sir, between the policy of the Committee 
and the policy of the Bureau of the Budget.” 
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Since the Committee’s position in this matter has been so clearl 
and definitely set forth, one might well wonder whether the officia 
who made the decision to present the request for these funds in the 
Department of Labor budget really had very much interest in having 
them appropriated. 

Revolving fund.—While the Committee has denied the request for 
$150,000 to capitalize a revolving fund to finance certain central 
services, it has approved the basic request. The bill includes a 
working capital fund which will accomplish the same end except that 
certain services such as information services, budget services, ete., 
have been deleted. It is the opinion of the Committee that such 
activities should be finance. from annual appropriations and thus be 
subject to annual review by the Congress. ‘The Committee has also 
written a provision into the bill which will permit advance payment 
from the divisions and bureaus receiving the services, thus making it 
unnecessary to have an appropriation to capitalize this fund. 


OFFICE OF THE SOLICITOR 


Salaries and expenses —The bill includes $2,225,000, a reduction of 
$38,000 from the request, and an increase of $204,000 over the amount 
appropriated for 1957. The amount provided will cover mandatory 
cost increases in 1958 and will provide about $20,000 for increases in 
activities necessary because of the expanded programs of the Depart- 
ment of Labor. The Committee has also allowed the request for 
$365,000 to be derived from the Highway Trust Fund to enable the 
Office of the Solicitor to continue activities in connection with the 
Federal Aid Highway program at the same level as anticipated for 
the latter part of the current fiscal year. 


BUREAU OF LABOR STANDARDS 


Salaries and expenses.—The bill includes $1,031,300, a reduction of 
$135,700 from the request, and an increase of $119,800 over the 
amount appropriated for 1957. The increase over 1957 will provide 
sufficient funds for mandatory cost increases, an increase of $15,000 
for the President’s Committee on National Employ the Physically 
Handicapped Week, $20,000 to extend safety services to industries 
using fissionable materials, and a small amount to provide for some 
further activities in the program for improvement of conditions of 
domestic migrant workers. 


BUREAU OF VETERANS’ REEMPLOYMENT RIGHTS 


Salaries and expenses.—The bill includes $542,000, the amount of 
the budget request, and an increase of $159,000 over the amount ap- 
propriated for 1957. Veterans who went into the Armed Services 
after January 31, 1955, have no major readjustment benefit, except 
the benefits available to them with regard to reemployment. They 
do not have such benefits as unemployment compensation and educa- 
tional benefits that are available to those veterans who went in before 
January 31,1955. This situation has resulted in greater demands on 
the Bureau of Veterans Reemployment Rights for their services and 
it is expected that these demands will increase still further next year. 
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BUREAU OF APPRENTICESHIP 


Salaries and expenses.—The bill includes $3,600,000, a reduction of 
$340,000 from the request, and an increase of $201,000 over the appro- 
priation for 1957. The Committee has deleted the words “and train- 
ing” from the proposed new name for the Bureau and has not included 
in the bill the requested appropriation language authorizing the De- 
partment to expand in the field of training. ‘The increase allowed 
over the 1957 appropriation is sufficient to cover mandatory in- 
creeses in expenses for 1958, but will not permit any expansion of the 
staff. 

Many Members of Congress have expressed concern that this 
proposed program was getting into the field of vocational education. 
The Committee has, therefore, deferred the possible extension of the 
program until it has more conclusive evidence of whether or not this 
concern is well founded. 


BUREAU OF EMPLOYMENT SECURITY 


Salaries and expenses.—The bill includes $6,000,000, a reduction of 
$358,000 from the request, and an increase of $442,000 over the 
amount appropriated for 1957. After taking into consideration a 
small decrease in activities related to veterans and Federal employees 
unemployment compensation programs, and the elimination of non- 
reimbursed work for the Office of Defense Mobilization, the amount 
recommended will cover mandatory cost increases for current employ- 
ment and a few small program increases as follows: (a) $22,500 to 
provide additional staff to develop programs to assist areas with 
substantial and chronic unemployment; (6) one additional position to 
assist State agencies which have communities of substantial surplus 
labor areas; (c) one additional employee for the Veterans Placement 
Service; (d) one position for the President’s Committee on Migratory 
Labor, and (e) the continuation of that portion of the older worker 
program which will be transferred from the Secretary’s office in 1958. 

Grants to States for unemployment compensation, and employment 
service administration.—The bill includes $262,000,000, a reduction of 
$8,000,000 from the request, and an increase of $12,000,000 over the 
amount appropriated for 1957. The increase will provide $7,745,000 
estimated to be necessary to cover increases in state salaries and 
approximately $3,500,000 to cover estimated increases in workload. 
It is the desire of the Committee that the additional amount pro- 
vided be used primarily to expand activities in the field of employ- 
ment services for older workers, and for special services to areas with 
a substantial labor surplus. 

The Committee in reporting the 1956 appropriation for this item 
requested that the Department furnish the Committee a statement 
each year showing each trip made to a point outside the state by any 
state official concerned with the activity of the Bureau of Employ- 
ment Security. The Committee has now received three reports pur- 
suant to this request. As a result of the Committee’s request, the 
Department, through the Bureau, has issued regulations establishing 
a standard of reporting by State employment security officials cover- 
ing travel to Washinggon, which is an improvement over the require- 
ments previously in effect. The Committee has been advised that 
the standards will be specifically called to the attention of each State 
agency once each year. These revised standards, taking into con~ 
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sideration the content of the reports rendered as a result of the Com- 
mittee’s request, more nearly meet the point which the Committee 
had in mind. Consequently, it will no longer be necessary for the 
Department to make the report requested in the Committee’s report 
on the 1956 appropriation bill. 

Unemployment compensation for veterans.—The bill includes $36,- 
800,000, a reduction of $5,200,000 from the request, and a reduction 
of $33,200,000 from the appropriation for 1957. This recommenda- 
tion is calculated on the basis of statistical information regarding 
payments during the last few months, which was of course not available 
to the Department at the time the request contained in the President’s 
budget was arrived at. The basic legislation guarantees payments to 
all eligible veterans and, if the amount in the bill is not sufficient, ad- 
ditional funds will have to be made available in a supplemental ap- 
propriation. Likewise, if a still greater rate of decline prevails in 
succeeding months, the unneeded portion of the appropriation can be 
used for no other purpose and will automatically revert to 
the Treasury. 

Unemployment compensation for Federal employees—The bill in- 
cludes $26,500,000, a reduction of $5,500,000 from the request, and 
an increase of $1,500,000 over the amount appropriated for 1957, 
Since there was a carryover of funds from 1956 to 1957 of over $3,- 
000,000, the total amount available for 1957 was over $28,000,000, 
thus the amount contained in the bill is a reduction of about $1,500,000 
from the funds estimated to be expended for this purpose during the 
current fiscal year. As in the case of unemployment compensation for 
veterans, the amount contained in the bill is based on the trend 
of payments during the last few months, which have been slightly 
lower than during the comparable period of last year. 

Salaries and expenses, Mexican farm-labor program.—The bill 
includes $2,500,000, a reduction of $183,000 from the request and 
an increase of $375,000 over the amount appropriated for 1957. 
Over $100,000 of the increase provided is for mandatory cost increases. 
The remainder of the increase is to provide sufficient funds to take care 
of the steadily increasing demand for these workers and for.some 
increase in determining compliance with contract provisions. 


BUREAU OF EMPLOYEES COMPENSATION 


Salaries and expenses.—The bill includes $2,838,000, the amount of 
the request, and an increase of $491,000 over the amount appropriated 
for 1957. Except for mandatory cost increases which will occur in 
1958, practically all of the increase is to provide for three additional 
field offices. The first field office was established four years ago in 
San Francisco. On the basis of four years’ experience, the Bureau 
can demonstrate quite conclusively that this office has greatly im- 
proved services to claimants in the West coast area. With the 
establishment of these three additional offices approximately 50% of 
the operations under the Federal Employees Compensation Act will 
be decentralized into the field. 


BUREAU OF LABOR STATISTICS 


Salaries and expenses.—The bill includes $7,470,000, a reduction of 
$298,000 from the request, and an increase of $583,000 over the 
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amount appropriated for 1957. The increase will provide for manda- 
tory cost increases and for the following program increases: (a) $30,000 
for the initiation of a 3-year program to shift the employment, hours, 
earnings, and labor turnover data to the new standard industrial 
classification system in order that these statistics may be comparable 
with statistics which are published elsewhere in the government; 
(b) $100,000 for the initiation of a continuing program of consumer 
expenditure surveys to assist in insuring that the consumer price index 
is valid; (c) $50,000 for statistical analysis of some of the problems 
affecting older workers; and (d) $120,000 for the analysis of the 
effects of tariff changes on U. S. employment. The Committee 
took into consideration the fact that the retail trade wage survey will 
be completed during the current year and that the Bureau will have a 
non-recurring printing cost in connection with the occupational out- 
look handbook. A deduction of $170,000 was made for these two 
non-recurring items. 

When the proposed project for analysis of the effects of tariff changes 
on U.S. employment was discussed during the hearings it was brought 
out that the textile industry would likely be one of the industries 
studied. The Committee is convinced that this is one of the greatest 
problems in this area and feels strongly that priority should be given 
to the textile industry in carrying out this analysis. 


WOMEN’S BUREAU 


Salaries and expenses.—The bill includes $462,000, the amount of 
the budget request, and $59,000 over the amount appropriated for 
1957. 

WAGE AND HOUR DIVISION 


Salaries and expenses.—The bill includes $10,888,000, the amount 
of the request, and $888,000 over the amount appropriated for 1957. 
The increase provides for no additional personnel. The only item 
provided for other than mandatory cost increases is an increase of 
$232,000 for a one grade promotion to those employees who have 
satisfactorily completed their first year of employment as investigators. 
This is in accordance with the established policy of the Bureau to hire 
at one grade lower than paid to regular investigators and increase the 
salary only after the employee has proven that he can efficiently dis- 
charge the duties of this position. 


TITLE II—DEPARTMENT OF HEALTH, EDUCATION, AND 
WELFARE 


RETARDED CHILDREN 


Two years ago there was not an identifiable program in the Federal 
Government aimed at meeting the problem of mentally retarded 
children. At that time this Committee found that so little attention 
had been paid to the problem that there were only vague estimates 
even of the number of children involved. There were only guesses 
as to the causes of the problem and practically nothing was being 
done, either to find out more about the causes or to alleviate the 
problem. As a result of the action of this Committee, $750,000 was 
specifically earmarked to do some basic research. Of this amount 
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$500,000 was appropriated as an increase over the budget request of 
the National Institute of Neurology and Blindness, and an increase 
of $250,000 was appropriated for the National Mental Health Insti- 
tute to start research in this field. 

In its action on the Appropriation Bill for 1957 the Committee 
specifically earmarked a minimum of $2,505,000 for further work in 
the field of mental retardation. This action provided for a continua- 
tion of researc!) at the National Institutes of Neurology and Blindness 
and Mental Health at not less than the level for 1956. It provided 
$675,000 for a specific research program in the field of education of the 
mentally retarded, which program the Committee had directed the 
Ofiice oi Education to formulate. It provided $80,000 for the Chil- 
dren’s Bureau for work with the States and communities in the field 
of mental retardation, particularly with respect to preschool children. 
It provided specifically for $1,000,000 under the appropriation “Grants. 
to States for maternal and child welfare” to be used for activities in 
this field, and in its report the Committee indicated the desire that 
approximately an additional $1,000,000 be spent from this appropria- 
tion if it could be efficiently and soundly utilized. 

This still must be considered a relatively new program, however, 
the Committee is gratified, not only at the progress which has been 
made within the Department of Health Education and Welfare, but 
also with the considerable increase in public interest which has been 
generated by these activities. It is obvious that this is an instance 
where a new Federal activity has resulted in stimulating far greater 
activity outside the Federal government. This, in the long run, will 
undoubtedly prove to be the most worthwhile phase of this activity. 

The Committee will expect the Department to continue an aggres- 
sive program to determine the causes of mental retardation in children, 
ways to prevent it, and programs for the alleviation of the problem 
among those children afilicted. The Committee will expect that 
there be no diminution in efforts in any of the bureaus now working 
on phases of this problem and will expect that projects be stepped up 
wherever good leads indicate that additional activities will pay off. 


PROBLEMS OF THE AGING 


While the Department was able to show some progress in its work 
on problems of the aging, the progress falls far short of coming up to 
the expectations of the Committee. It is hoped that the groundwork 
has now been laid and that real, tangible progress will be made during 
the next year. 

CONSTRUCTION PROGRAM 


Several items were discussed during the course of the hearings 
which indicated undue delay in carrying forth some of the programs 
and activities of the Department, some of which are discussed begin- 
ning on page 40 in the hearings. While the number of these instances 
does lead the Committee to wonder if the Department is not more 
assiduous in seeking authority for new programs than it is in carrying 
them out, most of these delays, individually, do not represent matters 
of great concern to the Committee. 

There is one phase of operations, however, that has been so delayed 
that it has become a serious matter. This is the construction of 
buildings for various parts of the Department. 
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The outstanding example, which is costing the Federal government 
not just thousands of dollars but sien millions of dollars, is 
the proposed building in Baltimore for the Bureau of Old-Age and 
Survivors Insurance personnel. It has been testified repeatedly that 
this building would save a minimum of one million dollars a year in 
administrative expenses on the basis of the most conservative esti- 
mates. Congress first made funds available for planning and purchase 
of the site on July 31, 1953. This appropriation was $1,500,000. 
Since that time an additional amount of $23,870,000 has been appro- 
priated for construction. Almost four years have now gone by since 
the original planning funds were appropriated and the appropriation 
has not yet been obligated and of course the plans are not yet. complete. 
During the hearings the Committee was informed that even if the 
plans were complete the Administration policy regarding the defer- 
ment of new building would prevent them from proceeding. It was 
explained that this was an attempt to curb the inflationary spiral now 
in progress. It was not stated whether or not the effect of spending 
a minimum of a million dollars every year for which there is no éco- 
nomic return is inflationary. 

There are many other examples such as the building program of 
Gallaudet College which was presented to the Committee as a three- 
year program in connection with both the 1956 and 1957 budgets. It 
now has grown to a four-year program and the Committee was told by 
the President of the College it might be a five or six year program. 
There has been no addition whatsoever to the plans, just a delay in 
constructing the buildings. Funds were made available in 1947 to 
construct a building at Howard University, construction of which has 
still not begun although the funds are still held with the expectation 
that someday it will be built. A rather ludicrous situation exists, 
with regard to the Administration policy on construction, in that 
funds already appropriated for the construction of Indian hospitals 
in Arizona and New Mexico have been frozen, and yet in connection 
with another item, “Grants for hospital construction”, new appro- 
priations are requested for construction of hospitals in the same 
States. For many years there has been a great need for a new building 
for the Communicable Disease Center at Atlanta. There has been 
no doubt that a new building which would consolidate the scattered 
activities of the Center would not only increase the efficiency of 
operation but would actually save the Federal Government money. 
This Committee has for years encouraged the Department to come 
to it with a construction plan and request for funds to carry out 
such a plan. For no good reason which has yet been presented to 
the Committee, it was decided instead to get approval of this building 
under the lease-purchase program. This program of course has 
completely bogged down. 

Other examples could be given but these are adequate background 
for the action of the Committee in including two special provisions in 
the bill. One of these would rescind all building funds at the end of 
fiscal year 1959, thus requiring a resubmittal if the building is still 
needed. The Congress might then determine whether changed con- 
ditions, in the years that have elapsed since the funds were first made 
available, indicate that the building should be eliminated or the plans 
for it altered. The second provision would require that the Depart- 
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ment present all building plans for direct appropriation rather than 
through the more expensive and apparently much slower procedure 
of lease-purchase. The Committee will expect the Department to 
promptly present any such plans that are currently being pursued 
under the lease-purchase procedure if they feel that it is still important 
to proceed with plans for such buildings. 


AMERICAN PRINTING HOUSE FOR THE BLIND 


Education of the blind —The bill includes $328,000, the amount of 
the request, and $98,000 over the amount appropriated for 1957. 
The increase is necessary because of an amendment to the basic 
legislation during the last session of Congress which extended the 
benefits of this program to blind students attending regular schools, 
and are of the increased cost of producing books and teaching 
materials, 


FOOD AND DRUG ADMINISTRATION 


Salaries and expenses.—The bill includes $9,300,000, the amount of 
the request, and $2,521,000 over the amount appropriated for 1957. 
This increase is another step toward complying with the reeommenda- 
tions of the Citizens’ Advisory Committee that was established two 
years ago for the specific purpose of reviewing this activity. The 
Citizens Committee recommended that personnel and facilities be 
increased 3 to 4-fold within 5 to 10 years. At the rate provided for in 
the bill it will take a minimum of ten years to somewhat less than 
treble the personnel and facilities. 


FREEDMEN’S HOSPITAL 


Salaries and expenses.—The bill includes $3,000,000, a reduction of 
$32,000 from the request and an increase of $245,000 over the amount 
appropriated for 1957. The increase will provide for mandatory cost 
increases, three more positions for the training program and a few more 
positions to bring services in the general hospital to a more nearly 
adequate level. 


GALLAUDET COLLEGE 


Salaries and expenses.—The bill includes $730,000, the amount of 
the request, and $115,000 over the amount appropriated for 1957. 
The Committee hopes that this is the final step in a three-year program 
which the Committee initiated two years ago to bring this school to 
full accreditation. 

Construction.—The bill includes $1,690,000, the amount of the re- 

uest, and $857,000 below the amount appropriated for 1957. For 
the last two years the Committee has been lead to believe that a three- 
year program would complete construction of buildings which were 
deemed to be necessary to make this a first class institution from the 
standpoint of physical facilities. This year the Committee was told 
that this program cannot possibly be completed in Jess than four years 
and perhaps five or six. hile this is an irritating situation, the com- 
mittee feels that the Congress should continue to help this, the only 
college for the deaf in the United States, to at least have the physical 
plant necessary for accreditation. Certainly the delays so far have 
all been in the Executive Branch and not due to lack of interest or 
support by the Congress. 
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HOWARD UNIVERSITY 


Salaries and expenses.—The bill includes $3,800,000, a reduction 
of $200,000 from the request, and an increase of $500,000 over the 
amount appropriated for 1957. It is the desire of the Committee 
that $50,000 of the increase be applied to the backlog of repairs and 
maintenance which have been accumulating during the last several 
years, and that the balance be for salary increases requested, and addi- 
tional teaching and teaching support personnel. The Committee is 
convinced of the desirability of maintaining Howard University as a 
first class school and is happy to recommend a substantial increase in 
funds as it has for each of the last two years, however, it is a little dis- 
turbed at the lack of corresponding increases in income from non- 
federal sources. In 1958 the request to the Congress was for a $700,000 
increase, $500,000 of which is recommended in the bill, however, the 
income from non-federal sources is estimated to go up only $156,000. 
In this connection it is also pertinent to point out that the entire cost 
of construction, which has run into many millions of dollars over the 
last several years, is borne by Federal funds. 

Plans and specifications.—The bill includes $150,000, the amount 
of the request. These funds will be used to begin planning a physical 
education building and a-home economics building. 

Construction of buildings.—The bill includes $262,000 the amount 
of the request, to complete equipping the Dental School building. 


OFFICE OF EDUCATION 


Promotion and further development of vocational education.—The bill 
includes $33,442,081, a reduction of $308,000 from the request, and 
$2,000,000 over the appropriation for 1957. The increase is for the 
practical nurse training program. . 

Further endowment of colleges of agriculture and the mechanic arts.— 
The bill includes $2,501,500, the amount of the request, and the same 
amount as was appropriated for 1957. 

Grants for library services.—The bill includes $5,000,000, an increase 
of $2,000,000 over the request, an increase of $2,950,000 over the 
amount appropriated for 1957, and $2,500,000 less than the authori- 
zation. 

Payments to school districts —The bill includes $127,000,000, the 
amount of the request, and $13,950,000 over the amount appropriated 
for 1957. The entitlements are calculated in accordance with for- 
mulas prescribed in basic legislation. The Office of Education 
estimates of the funds required have been relatively accurate during 
the past few years and the Committee saw no reason to doubt that the 
estimate presented is the most accurate that can be made at this time. 

Assistance for school construction.—The bill includes $41,700,000, 
a reduction of $100,000 from the request, and a reduction of $66,800,- 
000 from the appropriation for 1957. This request is estimated to be 
sufficient to fulfill the Federal Government’s obligations under the 
two-year extension program provided by legislation passed in the last 
session of Congress. The reduction of $100,000 is from the salaries 
and expenses portion of this appropriation and will in no way effect the 
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amount of funds available for actual school construction. The reduc- 
tion will result in $700,000 being available for technical services 
rendered by the Housing and Home Finance Agency instead of 
$800,000 requested. 

Salaries and expenses.—The bill includes $7,000,000, a reduction of 
$500,000 from the request, and an increase of $1,730,000 over the 
amount appropriated for 1957. In addition to mandatory cost in- 
creases in 1958 the amount recommended will provide for an increase 
of $1,280.000 for cooperative research contracts with universities 
and other organizations qualified to conduct research in the field 
of education; and approximately $225,000 additional for personal 
services costs. Last year an increase of 133 positions was allowed 
for 1957. Less than half of the additional positions provided for 1957 
had been filled by the end of the seventh month of the fiscal year, 
Until it is known how the recruitment program progresses for the 
rest of the year, no accurate comparison between the tio fiscal years 
on a “position” basis can be made. However, the total man years of 
employment provided for by the Committee’s recommendations will 
be considerably higher in 1958 than in 1957. The Committee also 
believes that certain internal adjustments can be made to provide 
some increase which will likely be necessary in connection with the 
operation of the cooperative research program. 

Two years ago the Committee wrote in its report that the Office of 
Education was to develop a research program in connection with 
education of mentally retarded children. This program was presented 
to the Committee last year in connection with the budget for 1957. 
It was estimated to cost $675,000 during the first year. The new 
program was approved by the Degumtient and the full amount of the 
funds requested was appropriated ia the 1957 appropriation bill, 
In view of the fact that the Office of Education had over a year to plan 
this program, the Committee was a little disappointed that it was 3% 
months after the money was made available before the first research 
contract was negotiated. However, it appears that good progress 
has been made since that time and that this program is now progressing 
quite satisfactorily. To carry forward in 1958 the research projects 
started in 1957 will cost $1,183,000. Sufficient funds are provided 
in the bill to cover this entire cost and provide some additional funds 
with which to start promising new projects. The Committee will 
expect that the budget presentations next year will set forth the past, 
current, and proposed financing of this program more clearly than 
was done in the budget presentation accompanying the request for 
1958. 

It has been conservatively estimated that, exclusive of the deaf, 
there are 1% million school-age children with speech and _ hearing 
disorders. ‘The schools have an unusual opportunity to help these 
children. Many with defects, especially if discovered early in child- 
hood, could be made completely normal ; others have conditions which 
cannot be corrected but could be improved. Children with speech 
disorders comprise our largest single group of handicapped children. 
According to leading authorities, 2 to 5. per cent of our school-age 
population have speech defects sufficiently severe to interfere with 
their educational, social and emotional adjustment. An additional 
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number have sufficient hearing impairment.to require special edu- 
cational provisions. They number from one-half to 1 per cent of 
the school-age population. While something is being done by the Na- 
tion’s schools to meet the special needs of these children, it is esti- 
mated that not more than one out of four speech-handicapped pupils 
is receiving remedial speech instruction. There are no reliable esti- 
mates of tue number of neglected hard of hearing children, but it is 
known that services for these children are even less adequate. In 
view of the seriousness of this situation the Committee requests the 
Office of Education to be prepared to present a program, next year, 
aimed at solving this problem of giving adequate educational oppor- 
tunities to children with speech and hearing defects. While the most 
obvious program would seem to be teacher training the Committee 
will leave to the professional judgement of the officials of the Office 
of Education, the determination of what will best meet this situation. 

President’s Committee on Education Beyond the High School.—The 
bill includes $200,000, a reduction of $100,000 from the request, and 
an increase of $50,000 over the amount appropriated for 1957. The 
law establishing this Committee provides that it shall make its final 
report to the President by December 31, 1957. The Committee has, 
therefore, included language in the bill which would terminate the 
financing of the Committee’s operations on that date except for 
necessary costs of liquidation. 


OFFICE OF VOCATIONAL REHABILITATION 


Grants to States and other agencies —The bill includes $45,100,000, 
the amount of the request, and an increase $7,100,000 over the amount 
appropriated for 1957. The amount in the bill includes $40,000,000 
for grants for basic vocational rehabilitation services under Section 2 
of the Act, $1,500,000 for extension and improvement projects under 
Section 3 of the Act, and $3,600,000 for special projects under Sec- 
tion 4 of the Act. The maximum authorized to be appropriated for 
Section 2 for 1958 is $53,000,000. _ Since not all States will be able to 
match the maximum allotment which they could receive under the 
Act, the figure of $40,000,000 was presented to the Committee as 
being a more reasonable estimate of what States could actually match. 
The bill includes a provision, requested by the Department, which 
will allow allocations to individual States to be made on the basis of 
$53,000,000 rather than $40,000,000, so that those States that do 
have sufficient matching funds can take advantage of the maximum 
amount of Federal funds they would be entitled to under the basic 
legislation. 

During the hearings, it was brought out that the $40,000,000 
requested under Section 2 would be sufficient to match $24,500,000 
of State funds, but that the Office of Vocational Rehabilitation 
estimated that States would have available funds in the amount of 
at least $25,000,000 and perhaps as much as $26,800,000. It was 
also brought out that the Bureau of the Budget made no reduction 
in the request. It has been the policy for the last several years for 
overall ceilings to be established for Departments and agencies when 
the budget is being formulated. The Committee is going to insist on 
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more realistic estimates in the future or will drop the open end feature 
which is now provided regarding allotments of Section 2 funds. 

The Committee was somewhat critical in its report last year of the 
fact that the States have not given as much attention as they should 
to rehabilitation of the more difficult cases such as cerebral palsy, 
the mentally retarded, etc. While the Office of Vocational Rehability. 
tion has apparently made some efforts to encourage this type of reha- 
bilitation activities, the Committee was disappointed that the statistics 
do not show any greater advance in rehabilitation of the difficult 
cases than is shown in total cases. It is realized that these more 
difficult cases take more time, and so emphasis on this phase of the 
program would not show up immediately i in the statistics, however, 
it will be expected that more progress be shown when the 1959 budget 
is presented. 

Training and traineeships.—The bill includes $4,400,000, the amount 
of the request, and an increase of $1,450,000 over the appropriation for 
1957. The Committee will expect that a portion of the increase pro- 
vided will be used to start a program in the much neglected field of 
training speech and hearing therapists and will expect the Office to 
present a good program in this field when they appear before the 
Committee next year. 

Salaries and expenses.—The bill includes $1,330,000, a reduction of 
$115,000 from the request and an increase of $170,000 over the amount 
appropriated for 1957. The amount contained in the bill will be 
sufficient to cover increased mandatory costs in 1958 and will provide 
approximately $100,000 for additional field personnel in order to 
adequately administer the expanding vocational rehabilitation pro- 


gram in the States. 
Public Health Service 


Assistance to States, general——The bill includes $19,592,000, a 
reduction of $5,017,000 from the request, and an increase of $2,001,000 
over the amount appropriated for 1957. The increases and decreases 
by individual parts of this program are as follows: (a) The increase of 
$3,000,000, from $12,000,000 to $15,000,000, in grants for general 
health activities was not allowed. (0) The request for special language 
and $1,500,000 for a new program of special projects in health of the 
aged and chronic disease has also been disallowed. The language 
proposed was new legislation. The Committee cannot believe that 
the Public Health Service was very interested in this item, for it was 
handled in such a way that it would obviously be contrary to the rules 
of the House of Representatives to carry it in the bill and, of course, it 
would be subject to a point of order. The Committee will expect 
that the Public Health Service encourage the States to carry forth 
projects of this type under the $12,000,000 allowed for general health 
services. (c) The increase of $1,000, ‘000, from $1,000,000 to $2,000,000, 
for public health training has been allowed. (d) The Committee 
has allowed $950,000 of an increase of $1,467,000, from $4,642,000 to 
$6,109,000, requested for direct operations. Approximately $200,000 
of the increase is to cover mandatory cost increases and $750,000 is to 
provide program increases in the field of health for the aged and chronic 
disease and accident prevention. 
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Grants and special studies, Territory of Alaska.—The bill includes 
$2,165,000, the amount of the request, and an increase of $995,000 
over the amount appropriated for 1957. The increase results from 
legislation which was passed in the last session of Congress transferring 
the responsibility for care of the mentally ill in Alaska from the De- 
partment of the Interior and the Department of Justice to the Terri- 
tory. Comparative adjustments have been made in the budgets for 
the Department of the Interior and the Department of Justice. 

Venereal diseases.—The bill includes $4,415,000, the amount of 
the request, and an increase of $220,000 over the amount appropriated 
for 1957. During the last year, for the first time in many years, the 
incidence of venereal disease has increased in the United States. The 
Committee is hopeful that continuation of the increase granted last 
year and the allowance of this small additional increase will assist in 
reversing this trend. 

Tuberculosis —The bill includes $7,000,000, the amount of the 
request, and an increase of $340,000 over the amount appropriated 
for 1957. ‘The increase will provide for increased mandatory costs 
in 1958 and for some increase in contractual services and supplies and 
materials which are necessary for the orderly continuance of the 
research program on isoniazid as a tuberculosis preventive. 

Communicable diseases.—The bill includes $6,200,000, a reduction 
of $60,000 from the request, and an increase of $450,000 over the 
amount appropriated for 1957. Approximately $200,000 of the 
increase is necessary to cover the mandatory contribution to the 
Civil Service Retirement Fund in 1958. The Committee will expect 
that a portion of the increase be used for further development of the 
fluorescent tagged antibody technique for disease diagnosis. It is 
hard for the Committee to understand why so little interest has been 
shown in the development of this technique by the U.S. Public Health 
Service when many experts in the field feel that it is a development 
which, if perfected, could revolutionize diagnostic procedures. 

Sanitary engineering activities—The bill includes $12,640,000, a 
reduction of $423,000 from the request, and an increase of $3,640,000 
over the amount appropriated for 1957. This rather substantial 
increase is prompted almost entirely by the expanded program of 
research and technical assistance authorized by Public Laws 159 and 
660 of the 84th Congress. ‘The amount carried in the bill will pro- 
vide $4,000,000 for air pollution activities; $6,500,000 for water 
supply and water pollution control activities, including $3,000,000 
for grants to States and interstate agencies; and $2,140,000 for radio- 
logical health activities, milk and food sanitation work, interstate 
carrier and general sanitation, and miscellaneous service and admin- 
istrative work. 

Grants for waste treatment works construction.—The bill includes 
$50,000,000, the amount of the request, and the same amount as was 
appropriated for 1957. The hearings on this item indicate that 
applications will undoubtedly be submitted for considerably more 
funds than are included in the bill. The amount included in the bill 
is the maximum authorized by the Water Pollution Control Act. 

Grants for hospital construction—The bill includes $121,200,000, 
the amount of the request, and a reduction of $3,800,000 from the 
amount appropriated for 1957. The request included $90,000,000, a 
reduction of $12,800,000 from the amount appropriated for 1957, for 
general hospitals under part C of the Act; and $30,000,000, an in- 
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crease of $9,000,000, for, special categories of facilities authorized 
uuder Part G of the Act. While the bill does not change the total 
it does increase to $99,000,000 the amount for general hospitals under 
Part C, a decrease of only $3,800,000 from the amount appropriated 
for 1957; and it changes the amount of $30,000,000 requested for 
facilities under Part G, back to $21,000,000, the same amount as was 
appropriated for 1957. 

Salaries and expenses, hospital construction services—The bill in- 
cludes $1,450,000, the amount of the request, and an increase of 
$69,000 over the amount appropriated for 1957. The increase pro- 
vided in the bill is only to cover increased mandatory costs in 1958. 

Hospiials and medical care.—The bill includes $44,399,000, the 
amount of the request and $5,388,000 above the amount appropriated 
for 1957. The Committee has been concerned for some years about 
reports that the U.S. Public Health Service hospitals are under manned, 
that their equipment is obsolete, and that they are, in general, not 
giving hospital care which is up to the standard of other Govarament 

ospitals and first class public hospitals outside the Federal Govern- 
ment. During the past year the Department has had some of these 
hospitals inspected by impartial experts in the field of hospitals and 
medical care and their findings seem to completely substantiate the 
complaints which have previously been received by the Committee. 
The Committee feels that the medical care given at the U. S. Public 
Health Service hospitals should ‘either be first class or should be dis- 
continued. It is the belief of the Committee that the former alter- 
native should be followed and it has therefore approved in full the 
amount requested and will expect a full report next year on what has 
been accomplished with the increase. 

Foreign Quarantine Service.—The bill includes $3,876,000, a reduc- 
tion of $150,000 from the request, and an increase of $561,000 above 
the amount appropriated for 1957. The request included approxi- 
mately $200,000 to cover the cost of night boarding of ships arriving 
in the United States from foreign ports. It is expected that language 
which is now before the House and Senate conferees will be included 
in the Urgent Deficiency Bill, 1957, and will result in a net savings of 
$150,000 from the amount budgeted for overtime in 1958. The action 
of the Committee in reducing the request by $150,000 is not intended 
to in any way restrict the services proposed in the budget. ‘The 
remainder of the increase is made up of mandatory items, annualiza- 
tion of an increase granted in 1957 for examination of visa applicants 
in foreign countries, and for a program of increased vigilance against 
yellow fever which has been steadily advancing through Central 
America and Mexico toward the United States. 

Indian health activities —The bill includes $40,000,000, a reduction 
of $3,990,000 from the request, and an increase of $1,225,000 over the 
amount appropriated for 1957. On the whole, the Committee is 
favorably impressed with the progress that has been indicated since 
the Indian health activities have been taken over by the U. S. Public 
Health Service. The Committee is convinced that additional progress 
can be made with the funds allowed. The amount included in the 
bill vill be an increase of 66%% over the last appropriation made for 
these activities before they were transferred to the U.S. Public Health 
Service less than 2 years ago. 

Construction of Indian health facilities —The bill includes $3,096,000, 
a reduction of $2,704,000 from the request, and a reduction of $5,- 
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666,000 from the amount appropriated for 1957. The Public Health 
Service had $5,535,000 available for construction of Indian health 
facilities during the fiscal year 1956. Of this amount, only $1,893,439 
was obligated, with the result that a large part of the funds appro- 
priated for 1956 carried forward into 1957. ‘The Service requested 
an additional appropriation for 1957 of $8,762,000. The full amount 
of the request was granted, making $12,403,561 available, including 
the carryover from the previous fiscal year. During the first six 
months of fiscal year 1957, only $411,512 of these funds was obli- 
gated. In view of the fact that the construction program has been 
so seriously delayed, and such a large unobligated balance exists, the 
Committee has not allowed any of the funds requested for hospitals 
and clinics and for personnel quarters. Sufficient unobligated funds 
from previous years are already available to make considerable 
progress in these two fields. The Committee did allow $2,596,000 
for alterations and $500,000 for other plant facilities, the full amount 
requested for these two categories. 


NATIONAL Institutes oF HEALTH 


The total of appropriations to the National Institutes of Health, 
leaving out of consideration funds appropriated for construction, for 
the fiscel year 1956 was $98,458,000. On the advice of some of the 
most eminent authorities in the field of medical research, the Congress 
appropriated $183,007,000 for the National Institutes of Health for 
fiscal year 1957. The estimated amount which will be unobligated 
at the end of this fiscal year is approximately $10,000,000. Thus 
the actual expenditures of 1957 funds will amount to approximately 
$173,000,000. 

The total amount requested for fiscal year 1958 is $190,183,000. 
For the 1958 request to be comparable with the 1957 appropriation 
one must take into consideration that there are certain increases in 
mandatory costs in 1958 which will amount to $3,057,400. In addition 
the Department’s budget proposed that the current policy of paying 
up to 15 percent additional on research projects to cover the indirect 
costs of the institution performing the research, be revised to increase 
the allowance to 25 percent. This increase in overhead allowance 
would, if approved, have increased costs in 1958 by a total of 
$6,863,000. ‘Thus, increased costs that would add nothing to the 
actual research program would total roughly $10,000,000. So the 
1958 budget provided for approximately $180,000,000 for the same 
activities for which $183,000,000 was appropriated in 1957, but the 
budget represented an increase over the amount which is actually 
estimated to be spent of approximately $7,000,000. 

The Committee has approved the total budget request for each 
Institute. The Committee has not approved the proposed increase 
in overhead allowance and has included a provision in the bill to limit 
such allowances to 15%. It was less than two years ago that the 
overhead allowance was raised from 8% to 15%. The Committee 
does not doubt that most medical schools need some additional 
financial assistance, however, funds appropriated to the National 
Institutes of Health are not for the purpose of general assistance 
to medical schools, and the Committee was not convinced that the 
research program for which these funds are appropriated would suffer 
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by maintaining the current policies in regard to overhead allowances, 
or that the maintenance of this policy would be unfair to the insti- 
tutions that request these research grants. The action of the Com- 
mittee in maintaining the current rate for overhead allowances will 
free $6,863,000 earmarked in the budget for overhead and will make 
it available for additional research. Thus the Committee action 
approximately doubles the amount of funds that will be available 
in 1958 for increased activities over the level of operations in 1957. 

The policies of the Executive Branch with regard to buildings has 
already been discussed at some length in this report. Since there is 
ample information in the hearings with regard to the urgent need for 
a new administration building and a new dental research building 
the Committee will not burden the report with a recitation of the 
need, but it does register its doubts that it is even an economical 
move to defer this construction since the Institutes are now having 
to rent space because of the overcrowded condition in their own 
buildings. 

General research and services —The bill includes $14,026,000, the 
amount of the request, and $1,904,000 above the appropriation for 
1957. Mandatory increases in cost under this appropriation amount 
to $418,200. 

Rapid progress in the fight against disease has emphasized the 
shortage of eee knowledge available today. This appro- 
priation supports fundamental studies with special emphasis on bio- 
physics, general physiology, biochemistry, pathology, pharmacology 
and toxicology. Most of the results of such research are, in them- 
selves, not spectacular but they form the foundation for achievements 
in the conquest of specific diseases and disorders. But even in this 
field of research there have been advances that are obvious to the 
layman as well as the scientist. For instance, among grant-supported 
studies on problems of human reproduction and infant and fetal 
deaths, it was found that suitable treatment may lead to survival of 
three out of four infants suffering from erythroblastosis, a disorder 
resulting from Rh blood factor incompatibility. There is no doubt 
that this finding will result in saving the lives of thousands of infants. 
A new standard of safety in obstetric analgesia was set in another 
study which showed that a single injection of a morphine relative 
(N-allylnormorphine), given a newborn infant, counteracted the 
respiratory depression of morphine given the mother during labor. 
Research and training in the fundamental health sciences is just as 
important and must go hand-in-hand with the research and training 
progeny of the categorical institutes if they are to achieve optimum 
results. 

National Cancer Institute—The bill includes $46,902,000, the 
amount of the request, and a reduction of $1,530,000 from the amount 
appropriated for 1957. In comparing the budget request with the 
1957 appropriation one must take into consideration that a minimum 
of $4,288,000 of the 1957 appropriation is estimated to be unobligated 
at the end of the year and thus revert to the Treasury. 

Cancer continues to be one of our most serious public health prob- 
lems. This year approximately 700,000 Americans will be under 
medical treatment for cancer, including about 450,000 newly diagnosed 
cases, During the year we may expect 255,000 deaths from cancer. 
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This year about 150,000 Americans will be saved from cancer, but an 
additional 75,000 could probably be saved by earlier and better treat- 
ment. The cost of cancer to our people is tremendous. The annual 
hospital bill alone is estimated at $300,000,000, not to mention losses 
on which it is difficult to place a dollar estimate. 

Definite progress in research and related activities leading to more 
effective control of cancer in man was noted during 1956. In studies 
of the causation of cancer, differences in lung cancer rates between men 
and women were related to differences in smoking habits. Diagnosis 
of cancer was further aided by additional studies on the cell examina- 
tion technique as a case-finding procedure for uterine cancer. In the 
field of treatment, refinements in surgical and radiological therapeutics 
are reflected in better cure rates and prolongation of life, and chemo- 
therapy studies yielded the first marked regression of a solid tumor in 
the human patient treated with drugs. 

The future holds definite promise in the areas of cancer chemo- 
therapy, extension of the cell examination case finding technique to 
gastric, lung, prostatic and urinary cancer; studies on environmental 
causes of cancer; and accelerated research on virus causation and 
treatment of cancer. In chemotherapy, clinical evaluation of com- 
pounds already screened for antitumor activity, will be continued on 
a large scale, including studies on the use of chemical compounds as 
an adjunct to surgery and radiation of solid tumors. 

The Committee was disappointed that more progress has not been 
shown this year in the chemotherapy program and is convinced that 
industry could assist greatly in the screening of the multitude of 
chemical substances that may have anticancer properties. Appar- 
ently there are only administrative difficulties in the way of a program 
of contracting with industry to help with this screening. The Com- 
mittee will expect such a program to be worked out, and is earmarkin 
all of the $1,616,000, that was budgeted for overhead but which wi 
be freed for research under the terms of the bill, for this program. 

Mental health activities —The bill includes $35,217,000, the amount 
of the request, and an increase of $20,000 above the appropriation for 
1957. With regard to the comparison of this Institute’s appropriations 
one must take into consideration the estimated unobligated balance of 
ny $3,000,000 which will exist at the end of the year. 

Mental illness is still one of our most serious problems. More than 
one million patients are treated annually in our mental hospitals and 
an additional large number of persons are cared for in outpatient 
clinics and by private psychiatrists. It is still true that about half 
of the Nation’s hospital beds are occupied by mental patients. The 
annual costs of mental illness continue to mount and are now well over 
the billion dollar mark. 

The possibility for greater control over mental illness, however, has 
emerged with the development of the “tranquilizer” drugs. Largely 
as a result of their administration, there has been a marked decrease 
in the number of patients resident in public mental hospitals. The 
advent of these drugs, moreover, has permitted a new attack on 
mental illness as an organic dysfunction, and if this can be definitely 
established, science will have gained an unparalleled opportunity to 
study the causes of mental illness and thereby work toward their 
elimination. The immediate future will probably see the develop- 
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ment of other drugs which may provide broader amelioration of 
mental disturbances. With the increase of trained investigators who 
can undertake basic neurophysiological and neurochemical studies of 
the central nervous system, it seems likely that a far greater under- 
standing of the origins of mental illness will also be achieved. Further 
studies in juvenile and aging behavior should also yield knowledge 
useful for the effective prevention of those special problems which 
afflict man at both ends of his age scale. It is obvious that ample 
opportunities exist for profitable investment in additional research of 
the $830,000 that was budgeted for increased allowance for overhead 
costs. 

National Heart Institute.—The bill includes $33,436,000, the amount 
of the budget request, and an increase of $40,000 over the amount 
appropriated for 1957. It is estimated that an unobligated balance of 
$2,000,000 will exist at the end of the fiscal year, thus the increase is 
greater than apparent by a straight comparison. 

Heart disease—which includes some 20 heart and blood vessel 
disorders—is the principal cause of death in the United States, 
accounting for more than half of all deaths. Heart disease is also a 
major cause of disability. Approximately 10 million Americans are 
estimated to have heart disease, which means that about 1 out of 
every 16 persons is affected to some degree. 

Research in heart and blood vessel diseases is resulting in progress 
in many areas. Recent advances in surgery have included new 
techniques for better diagnosis and repair of heart defects, the de- 
velopment and use of various types of heart-lung machines, measures 
for preventing complications of hypothermia or “ice bath’ surgery, 
and the use of synthetic materials for artery grafts. It can be il- 
lustrated that these advances have resulted in saving lives by referring 
to specific individuals who are alive today and wouldn’t be if it were 
not for the fact that these new techniques have been developed. In 
arteriosclerosis, studies investigating diet, fat metabolism, hormones, 
and other factors, have disclosed much new information. For ex- 
ample, it has been learned that the level of blood cholesterol is es- 
sentially independent of cholesterol intake in the diet. Another study 
has found that feeding of a synthetic compound chemically related to 
cholesterol inhibits the normal production of cholesterol in the body 
thus suggesting the possibility of controlling the blood cholesterol 
level by means of drugs. In hypertension, the development of new 
blood-pressure-lowering drugs has continued, resulting in improved 
use of the agents singly or in combination. 

It is obvious that past investments in research in this field have 
paid dividends and there is every reason to expect additional advance- 
ment in the future. 

Dental health activities —The bill includes $6,430,000, the amount 
of the budget request, and an increase of $404,000 above the amount 
ee for 1957. In the case of this Institute the unobligated 
balance at the end of the year is estimated to be $100,000 or less. 

Very few persons escape oral disease entirely. It represents one- 
sixth of the total cost of medical care. The population of this country 
is currently spending one and a half billion dollars in dental care. 
Further, it is estimated that only forty percent of the people are seeing 
a dentist. The two most common dental problems which face the 
Nation are dental caries, or tooth decay, and pyorrhea. Other con- 
ditions, less common but no less important, are caused by abnormality 
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of facial structure, congenital defects and oral infections. The success- 
ful application of fluoridation to the control of caries has had a pro- 
found effect in those communities throughout the country where it 
has been in operation as an addition to municipal water supplies. 
Fluoridation, as a means of prevention of dental caries, has been shown 
to result in as much as 60 percent less dental decay over non-fluori- 
dated communities. Studies are now under way to evaluate methods 
for the control of caries in rural areas not served by public water 
systems, by means of home fluoridators. 

Other recent research has indicated that a diet of heat-processed 
cereal has increased caries in experimental animals, A promising line 
of investigation of the cause of pyorrhea provides a controlled measure 
of inflammation which permits chemical study of this phenomena 
associated with pyorrhea. In research on pyorrhea, a problem of an 
aging population, the surface has only been scratched and there 
remain also major problems in the control of caries and the need to 
develop research manpower and facilities. 

The Congress more than doubled the budget request for this 
Institute for 1957. Indications are that the Toate people can 
expect their full dollar’s worth and more from that appropriation 
and from a continued high level of support of these activities, 

Arthritis and metabolic disease activities—The bill includes 
$17,885,000, the amount of the request and an increase of $2,000,000 
above the appropriation for 1957. There is no unobligated balance 
estimated to remain at the end of fiscal year 1957 for this Institute. 

Diabetes, arthritis and other metabolic diseases afflict an estimated 
13 to 15 million persons in the United States. These are for the most 
part long-term chronic diseases, ranging in severity from minor annoy- 
ing rheumatic pains to complete incapacitation and death. They 
afflict all age groups from infancy to old age. The therapeutic meas- 
ures available at the present time are palliative rather than curative; 
they can in many cases control the symptoms, relieve pain and prevent 
major degrees of incapacitation. To those who are helped in this 
way, the progress has been most worthwhile. But in most cases 
current knowledge cannot stop the underlying disease processes. The 
best hope of reaching the ultimate goals of prevention and cure lies in 
fundamental research in metabolism, endocrinology and biochemistry. 
Greatest emphasis, consequently, must be placed on such studies. 

During the past year evaluation of the new oral drugs for diabetes 
has progressed rapidly; new and improved steroids have been devel- 
oped and tested for control of rheumatoid arthritis and related dis- 
orders and may be available to the public soon; substantial increases 
in our knowledge of the basic metabolic processes have been achieved ; 
and other advances have been made which certainly give even greater 
hopes for the future if emphasis on research in this field is maintained. 

Allergy and infectious disease activities—The bill includes 
$17,400,000, the amount of the request, and an increase of $4,101,000 
above the amount appropriated for 1957. For this Institute, also, 
there is no unobligated balance of 1957 funds estimated to exist at 
the end of the fiscal year. 

Allergic and infectious diseases are our leading cause of morbid- 
ity. Allergies affect some 17,000,000 people and include asthma, a 
greater crippler than polio. Acute respiratory diseases occur five times 
more often than their next closest contender in the field of human dis- 
eases, Against these and other widespread disorders, some notable 
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advances were made in the past year. The Institute developed a new 
respiratory disease vaccine which substantially reduced illness in Naval 
recruits where it was first used on a mass scale. Viruses have been 
“trained” to destroy human tumors grown in rats which holds forth 
obvious hope for advances in combating cancer in humans. Impor- 
tant advances were made in purifying vaccines. Studies of Clinical 
Center patients resulted in the first direct measurement of human 
antibody production. The Nation’s potential for stockpiling blood 
by means of a new blood donor method was greatly increased. De- 
fenses against antibiotic-resistant microorganisms were strengthened. 
Fractionation studies to separate out the precise part of a vaccine 
which confers immunity may not only result in better vaccines but 
may well lead to the development of new vaccines. In fact, a vaccine 
for tuberculosis now seems to be more than just a possibility. 

The advances made and the leads developed by the research of this 
Institute are ample justification for the further increase in funds 
provided in the bill. 

Neurology and blindness activities —The bill includes $18,887,000, 
the amount of the request, and an increase of $237,000 over the amount 
appropriated for 1957. It is estimated that this institute will have an 
unobligated balance at the end of fiscal year 1957 in the amount of 
$900,000. 

An estimated 20,000,000 Americans have some sort of neurological 
or sensory handicap. Among the neurological diseases which afflict 
large numbers of people are cerebral palsy, mental retardation, 
muscular dystrophy, multiple sclerosis and epilepsy. Major sensory 
disorders include deafness and such blinding diseases as glaucoma, 
cataract and uveitis. Although research on the neurological and 
sensory diseases is relatively young, progress has been obvious in 
many areas. Recent findings, for example, include the development 
of a multiple transfusion technique often effective in preventing 
a type of cerebral palsy, called kernicterus, in infants; the develop- 
ment of a new technique which is more than 80 percent effective in 
defining the size and specific location of brain tumors, including those 
deep within the brain, thereby facilitating surgery; the development 
of a diagnostic technique which makes possible the early detection of 
toxoplasmosis infection, a major cause of the blinding disease, uveitis. 
There are in addition such advances as the discovery of the cause of 
the disease, retrolental fibroplasia, that has caused blindness in 
thousands of infants and can now be avoided; the development of a 
surgical procedure for treatment of cerebral palsy; and many other 
advances of the past very few years. 

Under the research program provided for in the bill, it is expected 
that more light will be thrown on the causes of these disaeses, and that 
their prevention in many instances can be effected. In addition the 
Committee will expect the Institute to start a research program in 
the sadly neglected field of hearing and speech defects. Earlier in 
this report the Office of Vocational Rehabilitation was told that the 
Committee would expect a program to be established in the field of 
training speech and hearing therapists, and the Office of Education 
has been requested to present a program in the education field. 
However, there is also a lack of basic knowledge regarding speech and 
hearing defects. Before we can really meet this problem as we should, 
we must have much more fundamental knowledge regarding these 
disorders than we now have. The Committee is, therefore, earmarking 
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the amount of $620,000, budgeted for the increase in overhead on 
research grants, to start such a research program. 

Grants for construction of health research facilities.—The bill includes 
$30,000,000, the amount of the request, and the same amount as was 
appropriated for fiscal year 1957. This program was authorized by 
the Health Research Facilities Act of 1956. This Act provided for a 
three-year program of grants to non-Federal public and non-profit 
institutions for the construction of research facilities in sciences related 
to health. It authorized an annual appropriation of $30,000,000 for 
each of three years starting with fiscal year 1957. It is obvious from 
the applications which have already been received that requests from 
eligib'e institutions will far exceed the total amount authorized to be 
appropriated. 

National Library of Medicine.—The bill includes $1,450,000, the 
amount of the request. This is a new item in the U.S. Public Health 
Service having been transferred from the Department of Defense, on 
October 1, 1956, in accordance with Public Law 941 approved by the 
last session of Congress. 

Retired pay of commissioned officers—lInasmuch as the expenses 
incurred under this appropriation are mandatory by law and beyond 
any administrative control, and since the item is relatively small, the 
Committee has changed this from a definite annual appropriation to an 
indefinite annual appropriation. 

Salaries and erpenses.—The bill includes $5,100,000, a reduction of 
$50,000 from the request, and an increase of $1,208,000 over the 
amount appropriated for 1957. This appropriation covers the ex- 
penses of the divisions and offices of the Office of the Surgeon General. 
The bulk of the increase provided for in the bill is necessary to cover 
increases in mandatory expenses and expenses incident to the survey 
and special studies to obtain information on the amount, distribution, 
and effects of illness and disability in the United States, authorized by 
Public Law 652, passed by the last Session of Congress, 


8ST. ELIZABETHS HOSPITAL 


Salaries and expenses.—The bill includes $3,000,000, a reduction 
of $265,000 from the request, and an increase of $263,000 over the 
amount appropriated for 1957. The amount contained in the bill 
will be sufficient to cover mandatory cost increases in 1958 but will 
not provide for any additional personnel. The number of patients 
cared for at the hospital has decreased slightly during the last year. 
While the justifications submitted to the Committee contained an 
estimate that there would be no additional decrease in the next fiscal 
year, there is some evidence to indicate that this trend will likely 
continue. The Committee doubts the necessity for an increase in 
personnel at the same time that the number of patients is going down. 

The Committee was also disturbed over the fact that the District of 
Columbia had not been invited to participate in any of the discussions 
and hearings before the Bureau of the Budget on the formulation of 
this request, even though the District of Columbia bears 73% of 
the cost of operating the hospital. The Committee was told that 
officials of the District Government were not even advised that an 
increase was under consideration until after the request had been 
approved by the Bureau of the Budget. The Committee hopes that 
hereafter, the Commissioners of the District of Columbia will be given 
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an opportunity to participate at least in the hearings of the Bureau 
of the Budget regarding the formulation of budget requests for St. 
Elizabeths Hospital. 

Major repairs and preservation of buildings and grounds.—The 
bill includes $55,000, the amount of the request, and a reduction of 
—- under the amount that was appropriated for fiscal year 
1957. 

Construction, treatment and cafeteria building—The bill includes 
$180,000, the amount of the request, to start planning a new treatment 
and cafeteria building which will replace a treatment facility built in 
1871, and provide a much-needed cafeteria. It was testified that this 
replacement is not intended to increase the number of beds for which 
space will be provided. 


SOCIAL SECURITY ADMINISTRATION 


Salaries and expenses, Bureau of Old-Age and Survivors Insurance.— 
The bill includes $130,000,000, a reduction of $1,000,000 from the 
request and an increase of $33,000,000 over the amount now appro- 
priated for 1957. There is pending before the Committee a recent 
request to appropriate an additional $24,500,000, for fiscal year 1957 
and, from information submitted in connection with the request for 
1958, it is very doubtful if much reduction can safely be made in the 
supplemental request. Of course the supplemental appropriation will 
reduce by the same amount the increase shown above. 

The 1956 amendments to the Social Security Act added very greatly 
to the workload of this bureau. Even with working personnel on a 
regular overtime basis it has been impossible to prevent the backlog 
of work from building up. At the present time it is taking an average 
of 60 days from the time a claim is received until it is processed for 
payment. The standards which the Bureau has sought to maintain 
in the past, and which the Committee has urged be maintained, is a 
maximum of 30 days. In view of the situation which exists with regard 
to workload, the Committee bas approved practically the entire 
amount requested. These funds all come out of the Old-Age and 
Survivors Insurance Trust Fund rather than from the general fund 
of the Treasury. 

Grants to States for Public Assistance-—The bill includes $1,600,- 
000,000, a reduction of $79,400,000 from the amount of the request, 
and an increase of $25,000,000 over the amount appropriated for 1957. 
The Department’s estimate was that Public assistance would cost the 
Federal Government over $100,000,000 more than will be required 
for fiscal year 1957. It appeared to the Committee that the Depart- 
ment’s estimates fail to take into adequate consideration the fact that 
the social security insurance program has been further liberalized and 
should result in some reduction in public assistance rolls. Another 
important factor that was apparently given little or no consideration 
is that the expanding Vocational Rehabilitation Program is rehabili- 
tating more and more persons who are on public assistance rolls and 
thus reducing the requirements for these funds. The Committee has 
been very liberal in approving the requests for expansion of the Voca- 
tional Rehabilitation Prone. The committee is convinced that if 


the Department properly coordinates all of these programs and actively 
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works with the States in attempting to reduce public assistance rolls 
wierever feasible, that the amount provided in the Bill will be 
adequate. The Committee also continued the limitation on State and 
local administrative costs by placing a limitation of $104,000,000 in 
the bill. The estimate presented to the Committee was that these 
costs would require grants of $104,500,000 if no limitation were 
imposed. 

Grants to States for training public welfare personnel.—The request 
for $2,500,000 to start this proposed new program has been disallowed. 

Salaries and expenses, Bureau of Public Assistance.—The bill in- 
cludes $2,000,000, a reduction of $216,000 from the request, and an 
increase of $252,000 over the amount appropriated for 1957. The 
increase will provide for increases in mandatory costs of approximately 
$100,000, and about $152,000 for personnel and related expenses neces- 
sary m working with the States on the public assistance programs 

enerally. 
/ Salaries and expenses, Children’s Bureau—The bill includes 
$2,000,000, a reduction of $154,000 from the request, and an increase 
of $178,000 over the amount appropriated for 1957. The increase 
provided is sufficient to cover increases in mandatory costs of approxi- 
mately $100,000, and a few small increases such as the expense of 
coe for the 1960 White House Conference on Children and 

outh. 

Grants to States for maternal and child welfare -——The bill includes 
$41,500,000, the amount of the request, and $2,139,000 over the 
amount appropriated over 1957. The total amount in the bill includes 
$16,500,000 for maternal and child health services, $15,000,000 for 
crippled children services, and $10,000,000 for child welfare services. 
In each of the first two categories the amounts are equal to the maxi- 
mum which is authorized to be appropriated. The amount for Child 
Welfare Services is $2,000,000 below the maximum authorization of 
$12,000,000, but is equal to the maximum authorization prior to the 
1956 amendments and is $1,639,000 over the amount provided for 
1957. 

Cooperative research or demonstration projects in social security.—The 
request for $2,080,000 for this proposed new activity has been 
disallowed. 

Salaries and expenses, Office of the Commissioner.—The bill includes 
$300,000 as a direct appropriation and authorizes the transfer of 
$240,000 from the old-age and survivors insurance trust fund, a re- 
duction of $15,000 and $4,000 respectively from the request, and an 
increase of $88,000 and $80,000 respectively above the amounts pro- 
vided for 1957. Recent amendments to the Social Security legisla- 
tion have added considerably to its scope and complexity and so to 
the work that should be done in the Office of the Commissioner, yet 
this office is considerably smaller now than it was 10 years ago. 
While the Committee is not in favor of going back to the type of 
office that was maintained then, it is convinced that the present 
Commissioner is sincerely attempting to do a good job with inade- 
quate facilities, 
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OFFICE OF THE SECRETARY 


Salaries and expenses, Office of the Secretary.—The bill includes a 
direct appropriation of $1,800,000 and an authorization to transfer 
$260,000 from the old-age and survivors insurance trust fund, a reduc- 
tion of $215,000 and $22,000 respectively from the request, and an 
increase of $212,000 and $35,000 respectively above the amount appro- 
priated for 1957. The Secretary requested a substantial increase 
a year ago for the fiscal year 1957. This Committee granted that 
increase in full and it was subsequently approved by both Houses of 
Congress. The Committee was not convinced that conditions have 
changed sufficiently during the last year to warrant another increase 
as substantial as was requested. The amount included in the bill is 
sufficient to cover all increases in mandatory costs and will provide 
about $100,000 for increases in staff and related expenses. 

Salaries and expenses, Office of Field Administration.—The bill in- 
cludes $2,300,000 as a direct appropriation and authorizes $700,000 to 
be transferred from the old-age and survivors insurance trust fund, a 
reduction of $55,000 and $8,000 respectively from the request, and an 
increase of $315,000 and $200,000 respectively above the appropria- 
tion for 1957. Most of the increase was requested for grant-in-aid 
auditors necessary because of the increases in the grant-in-aid pro- 
grams and for additional personnel to handle such work as voucher 
review, payrolling, etc., for the additional personnel in the field to 
administer the new and expanded programs authorized by the last 
session of Congress. This increase in personnel is primarily attribut- 
able to the large increase in the field personnel of the Bureau of Old- 
Age and Survivors Insurance necessary to administer the expanded 
social security insurance program. ‘The Committee has allowed all of 
the increase requested in these two categories. The request for five 
additional administrative officers and five additional secretaries for 
Sean ie five Regional Director’s immediate offices has not been 
allowed. 

On several occasions in recent years, the Committee has asked why 
the auditors under this office do not audit claims paid under the ap- 
propriation “Payments to School Districts”. In the opinion of the 
Committee, a satisfactory answer has never been given. It is, there- 
fore, requested that a few spotcheck audits be made during the ensuing 
fiscal year and that a report on the findings be made to the Commit- 
tee. This should of course be a strictly random sample and it is not 
the desire of the Committee that more than a 10 percent sample be 
audited. 

During the last few years the Committee has also attempted, 
without success, to secure a logical explanation of why this office feels 
that it can perform, in the Regional Offices, such common services as 
voucher review, payrolling, processing personnel actions, etc. for other 
field offices of the Department more efficiently than the bureaus can 
perform these services themselves; while at the same time some, such 
as the Food and Drug Administration, and the Foreign Quarantine 
Service, perform these functions on a centralized basis. It is the 
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desire of the Committee that a serious study of this matter be made 
during the next year and that appropriations for 1959 reflect transfers 
of these activities to the Office of Field Services if, as has been claimed, 
this office can do the job more efficiently. 

Office of the General Counsel —The bill includes $500,000 as a direct 
appropriation and authorizes transfers from trust funds in the amount 
of $450,000, a reduction of $59,000 and $27,000 respectively from the 
request, and an increase of $74,000 and $30,900 respectively above 
the amounts appropriated for 1957. There has been very little in- 
crease in this office for the last several years and there is no doubt 
that the new programs which have been added in these years have 
substantially increased the amount of legal work which it is necessary 
to accomplish. The amount provided will cover mandatory cost 
increases and about $50,000 for additional personnel and related 
expenses. In the opinion of the Committee, this increase will be 
needed primarily in connection with Food and Drug Administration 
activities which will be increased considerably under the appropriation 
recommended in the bill, 

Surplus property utilization.—The bill includes $502,000, the amount 
of the request, and $52,000 over the appropriation for 1957. Activities 
under this appropriation render an obviously valuable service for 
educational and public health institutions. It is also worthy of men- 
tion that the compliance work under this program results in the 
collection of more funds for deposit te the Treasury than is appro- 
priated for the expenses of all activities under this head. 


TITLE III—NATIONAL LABOR RELATIONS BOARD 


Salaries and expenses.—The bill includes $9,450,000, a reduction of 
$125,000 from the request, and an increase of $498,500 over the amount 
appropriated for 1957. The amount recommended in the bill is 
sufficient to pay mandatory cost increases and thus continue activities 
in 1958 on the same level as 1957. The bill will not provide for any 
additional personnel. 


TITLE IV—NATIONAL MEDIATION BOARD 


Salaries and expenses.—The bill includes $520,000, the amount of 
the request, and an increase of $60,000 over the appropriation for 
1957. No new positions are provided for in the bill. 

Arbitration and emergency boards—The bill includes $250,000, the 
amount of the request, and the same amount as was appropriated 
for this purpose in 1957. 

National Railroad Adjustment Board, salaries and expenses.—The 
bill includes $525,000, the amount of the request, and an increase of 
$23,000 over the amount appropriated for 1957. The amount recom- 
mended will cover mandatory cost increases and a small increase for 
printing decisions of the Board. 


TITLE V—RAILROAD RETIREMENT BOARD 


Salaries and expenses.—The bill includes $8,150,000, the amount 
of the request, and an increase of $1,150,000 over the amount appro- 
priated for 1957. This increase is necessary because of the amend- 
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ments to the Social Security Act and the amendments to the Railroad 
Retirement Act, passed during the last session of Congress, both of 
which added to the workload. There is now pending before the 
Committee a recently submitted request for a supplemental appro- 
priation of $600,000 for fiscal year 1957. To the extent this is granted, 
the increase over 1957 provided by the amount recommended in the 
bill, will be reduced. Approximately $400,000 is required in 1958 for 
increases in mandatory costs such as contribution to the Civil Service 
Retirement Fund. 

All of these funds come from the Railroad Retirement Trust Fund 
rather than from the general funds of the Federal Treasury. 


TITLE VI—FEDERAL MEDIATION AND CONCILIATION 
SERVICE 


Salaries and expenses.—The bill includes $3,550,000, a reduction of 
$60,000 from the request, and an increase of $255,000 over the amount 
appropriated for 1957. The increase provided is approximately equal 
to the increases in mandatory costs in 1958. No additional positions 
are provided. 


TITLE VII—INTERSTATE COMMISSION ON THE POTOMAC 
RIVER BASIN 


Federal contribution.—The bill includes the usual $5,000 contribution 
to the Commission. No increase was requested. 


TITLE VIII—UNITED STATES SOLDIERS’ HOME 


Maintenance and operation.—The bill contains $4,750,000, the 
amount of the request, and $1,814,000 less than the appropriation for 
1957. The reduction is accounted for by the reduction in construc- 
tion funds. The appropriation for 1957 included $2,200,000 to com- 
plete construction of the “service center’. Only $34,000 is estimated 
for construction for fiscal year 1958. 


LIMITATIONS AND LEGISLATIVE PROVISIONS 


The following limitations and legislative provisions not heretofore 
carried in connection with any appropriation bill are recommended: 

On pages 2 and 3, in connection with “Office of the Secretary”, 
Department of Labor: 


Working capital fund: There is hereby established a working 
capital fund, to be available without fiscal year limitation, for 
expenses necessary for the maintenance and operation of (1) a 
central reproduction service; (2) a central visual exhibit service; 
(3) a central supply service for supplies and equipment for 
which adequate stocks may be maintained to meet, in whole or in 
part, the requirements of the Department; and (4) telephone, 
mail and messenger services: Provided, That any stocks of 
supplies and equipment on hand or on order on June 30, 1957, 
shall be used to capitalize such fund: Provided further, That 
the fund may be used to finance the cost of centralized procure- 
ment of supplies and equipment and that the fund shall be 
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f and agencies for which services are performed at rates wh 

° will return in full all expenses of operations, including reserves 

4 for accrued annual leave and depreciation of equipment. 

e On page 20, in connection with “ President’s Committee on Educa- 


tion Beyond the High School’, Department of Health, Education, 


| 
' 
d | reimbursed in advance from available funds of bureaus, offices 
| 
e | and Welfare: 


| Provided, That none of these funds shall be available after 
d December 31, 1957, except for liquidation purposes. 

On page 32 in connection with “Grants to States for public assist- 
yi ance”, Department of Health, Education, and Welfare: 

Provided further, That none of the amount herein appropriated 

! shall be used to cover any costs of State and local administration 
yf incurred prior to July 1, 1957. 
tc On pages 38 and 39 in connection with “General provisions”; 
ul Department of Health, Education, and Welfare: 


is 


Src. 209. None of the funds provided herein shall be used 

| to pay any recipient of a grant for the conduct of a research 

0 project an amount for indirect expenses in connection with such 
project in excess of 15 per centum of the direct costs. 

Sec. 210. None of the obligational authority available to the 

n Department of Health, Education, and Welfare for planning 

and/or construction of buildings shall remain available after 

June 80, 1959. 

Sec. 211. None of the funds provided herein shall be used, 

either directly or indirectly, for construction or planning of any 


e building for the Department of Health, Education, and Welfare 

ir under the lease-purchase program, nor shall any of the funds 

: provided herein be used to pay the salary of any person who 

\- assists or consults with anyone in connection with the con- 

d struction or planning of any building for the Department of 
Health, Education, and Welfare under the lease-purchase 
program. 
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DISPOSITION OF SUNDRY PAPERS 


Marca 25, 1957.—Ordered to be printed 


Mrs. Green of Oregon, from the Joint Committee on Disposition of 
Executive Papers, submitted the following 


REPORT 
[Pursuant to 57 Stat. 380 and 59 Stat. 434] 


The joint select committee of the Senate and House of Representa- 
tives, appointed on the part of the Senate and House of Representa- 
tives and acting in compliance with the provisions of the act approved 
July 7, 1943 (57 Stat. 380), as amended by the act approved July 6, 
1945 (59 Stat. 434), respectfully reports to the Senate and House of 
Representatives that it has received and examined the report of the 
Archivist of the United States No. 57-7, dated March 14, 1957, to 
the 85th Congress, Ist session, submitting the following lists or sched- 
ules covering records proposed for disposal by the Government agen- 
cies indicated: 





Job No. Agency by which submitted Job No. Agency by which submitted 














II-NN A-1886__.| General Services Administration. |} II-NNA-2383...| Department of the Air Force, 
II-NNA-2259_..)| U. 8. Atomie Energy Commis- || II-NNA-2392...| Department of Commerce. 


sion. II-NNA-2393_..| Department of the Air Force. 
II-NN A-2364...| Tennessee Valley Authority. II-NNA-2395._.. Do. 
II-NN A-2369_. Do II-NNA-2396_.- Do. 
II-NNA-2371...| Department of the Navy. II-NNA-2399_..| Department of Labor. 
II-NNA-2379_..| Department of State. II-NNA-2407_..| General Services Administration. 


II-NNA-2380...| General Services Administration. || II-NNA-2408...| Post Office Department. 
II-NNA-2381_. Do III-NIR-209....| General Services Administration. 
II-NNA-2382...| Reconstruction Finance Corpo- 

ration. 
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Your committee reports that the records proposed for disposal in the 
said lists or schedules reported by the Archivist of the United States do 
not, or will not after the lapse of the period specified, have sufficient 
administrative, legal, research, or other value to warrant their con- 
tinued preservation by the Government and recommends that their 
disposal be accomplished subject to the proviso of section 6 and the 
provisions of section 9 of the aforementioned act, as amended. 

Respectfully submitted to the Senate and House of Representatives. 


EpitH GREEN, 
Rosert J. CorBeErt, 
Members on the Part of the House. 
Our D. Joxnston, 
FraNK CARLSON, 
Members on the Part of the Senate. 
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PROVIDING FOR THE CONVEYANCE OF CERTAIN PROPERTY 
UNDER THE JURISDICTION OF THE HOUSING AND HOME 
FINANCE ADMINISTRATOR TO THE STATE OF LOUISIANA 





Marcu 25, 1957.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Spence, from the Committee on Banking and Currency, sub- 
mitted the following 


REPORT 


[To accompany H. R. 5603] 


The Committee on Banking and Currency, to whom was referred 
the bill (H. R. 5603) to provide for the conveyance of certain prop- 
erty under the jurisdiction of the Housing and Home Finance Admin- 
istrator to the State of Louisiana, having considered the same, report 
favorably thereon with an amendment and recommend that the bill 
as amended, do pass. 


The amendment is as follows: 


Strike out all after the enacting clause and insert in lieu thereof the 
following: 


That, notwithstanding the provisions of sections 607 and 614 of the Act entitled 
“An Act to expedite the provision of housing in connection with national defense, 
and for other purposes’, approved October 14, 1940, as amended (42 U.S. C. 1521, 
and the following) or any other law, the Housing and Home Finance Administrator 
shall convey to the State of Louisiana all right, title, and interest of the United 
States in and to the projects identified as LA-16011 and LA-16012, constructed 
under the provisions of said Act on real property constituting a part of the grounds 
of the Central Louisiana Hospital for the Insane leased from the State of Louisiana. 
Such conveyance is to be made in consideration of the payment of $300,000 by 
the State of Louisiana in three equal annual installments. 

Sec. 2. Payments in lieu of taxes, pursuant to section 306 of the said Act of 
October 14, 1940, as amended, shall be made only for the pro rata period of the 
oa year preceding the date of delivery of possession of said projects to the State 
of Louisiana. 

Sec. 3. The provisions of this Act shall be effective only if the first installment 
is paid within sixty days after the date of enactment of this Act. 


H. R. 5603 directs the Housing and Home Finance Administrator 
to sell two Lanham Act projects in Alexandria, La., to the State of 
Louisiana for $300,000, to be paid in 3 equal annual installments. 


86006 











2 CONVEYANCE OF PROPERTY TO THE STATE OF LOUISIANA 


These projects consist of 255 units built early in World War II by 
the Federal Government to house military personnel. They were 
built on the grounds of the Central Louisiana Hospital for the In- 
cane, and were designed so they could be converted to hospital use 
after the war. 

If this bill is not enacted, the United States will have to buy the 
land and sell the project to the highest bidder, under section 614 of 
the Lanham Act. Because the projects are located close to a mental 
hospital and are designed for conversion to hospital use, a sale to the 
State seems preferable to an attempt to sell them for general housing 
purposes, 

An agreement has been signed between the Federal Government 
and the State of Louisiana, covering the transfer of the property. 
The agreement will take effect upon the enactment of this bill. Under 
its terms, the State will take possession of the property on the first 
day of the second month following the enactment of the bill. The 
State has already deposited the initial $100,000 payment with the 
Federal Government. 

The bill as reported incorporates certain amendments recommended 
by the Housing and Home Finance Administrator, who favors enact- 
ment of the bill. His position is stated in the following letter to the 
chairman of the committee: 


Hovsine AND Homes Finance AGENCY, 
OFFICE OF THE ADMINISTRATOR, 
Washington, D. C., March 13, 1957. 
Re H. R. 5603, 85th Congress 


Hon. Brent SPENCE, 
Chairman, Committee on Banking and Currency, 
House of Representatives, Washington, D. C. 

Dear Mr. Cuatrman: This is in reply to your letter of March 6, 
requesting the views of this Agency with respect to H. R. 5603, a bill 
to provide for the conveyance of certain property under the juris- 
diction of the Housing and Home Finance Administrator to the State 
of Louisiana. 

Under the provisions of this bill, the Housing and Home Finance 
Administrator would be directed to convey projects LA-16011 and 
16012 to the State of Louisiana in consideration of a payment of 
$300,000 payable in 3 equal annual installments. The provisions of 
the act, however, would be effective only if the first installment is 
paid before January 1, 1958. 

These projects were constructed early in World War II by the 
Federal Works Agency under the provisions of the Lanham Act on 
land leased from the State of Louisiana to provide dwelling accom- 
modations for military personnel. They were designed to permit 
eventual conversion to hospital use. A lease agreement with the 
State was made in 1941 for a 5-year period, with an option in the 
Federal Government to purchase the land after expiration. The 
Federal Government has retained its option, but, since the State has 
been negotiating for the purchase of the dwelling units for several 
years, it has withheld acquiring the land pending the outcome of the 
negotiations. 

The State was unable to arrange for the provision of the necessary 
funds with which to purchase the housing before the enactment of 
the preference requirements in the Housing Act of 1950 for the sale 
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of permanent housing. With the advent of the Korean emergency, 
these projects were included in a disposition freeze order. They were 
not released for disposition until May 1953. Because of the State’s 
continued interest in the transfer of these projects, we deferred 
disposing of them under section 607 of the Lanham Act. 

On August 4, 1955, Public Law 235, 84th Congress, was enacted, 
authorizing disposition under terms identical with the bill under 
consideration, but conditional upon the payment of the first install- 
ment of $100,000 within 6 months of enactment. Funds for the pay- 
ment were not available within that period, and an extension was 
requested to permit the enactment of the necessary State legislation. 
Public Law 437, 84th Congress, was thereupon enacted, extending the 
time to August 4, 1956. The necessary State legislation was there- 
after passed by the legislature, but was vetoed by the Governor. 

Representatives of the State have since ro that the Public 
Housing Administration accept payment of an amount equal to the 
first installment upon the condition that the money be held by the 
PHA pending action of the legislature and the Governor this session 
(May-June 1957) and be returned to the State if the necessary statute 
is not enacted. This proposal is acceptable to PHA. 

We have no objection to an extension of time to permit this proposal 
to be carried out. However, 2 months after enactment of the bill 
would appear to be ample for the payment of the first installment 
since the State is now ready to make this first payment in accordance 
with its proposal. We would therefore recommend that the words 
‘paid before January 1, 1958” in section 2 of the bill be amended to 
read “paid within 2 months after the date of approval of this act.” 

We would recommend also that the bill provide that payments in 
lieu of taxes not be made for any period after actual delivery of 
possession to the State of Louisiana, even though bare title is retained 
for security purposes until full payment of the consideration. The 
following addition to the bill is suggested for this purpose: 

“Sec. 3. Payments in lieu of taxes, pursuant to section 306 of the 
said Act of October 14, 1940, as amended, shall be made only for 
the pro rata period of the tax year preceding the date of delivery of 
possession of said projects to the State of Louisiana.’’. 

Apart from the provisions of the bill, the disposition of the projects 
would be governed in particular by sections 607 and 614 of the act of 
October 14, 1940. We would suggest, in the interest of clarity, that 
these provisions be expressly mentioned in the opening phrase of the 
bill. The following amendments to the bill would accomplish this 
change: 

Page 1, line 3, immediately after the words ‘‘the provisions of”, 
insert the words “‘sections 607 and 614 of the Act entitled ‘An Act to 
expedite the provision of housing in connection with national defense, 
and for other purposes’, approved October 14, 1940, as amended 
(42 U.S. C. 1521, and the following), or’’. 

Page 1, line 7, insert the word “said” before the word “Act”. 

Strike all of page 1, lines 8 through 10 and the words “and the 
following),” on page 2, line 1. 

Sincerely yours, 
Apert M, Cote, Administrator. 


O 
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EXTENSION OF EXPORT-IMPORT BANK ACT 


Marcu 25, 1957.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Spence, from the Committee on Banking and Currency, sub- 
mitted the following 


REPORT 


[To accompany H. R. 4136] 


The Committee on Banking and Currency, to whom was referred 
the bill (H. R. 4136) to extend the period within which Export- 
Import Bank of Washington may make loans, having considered the 
same, report favorably thereon without amendment and recommend 
that the bill do pass. 


INTRODUCTION 


The purpose of the bill is to extend for a period of 5 years, namely, 
to the close of business June 30, 1963, the operating authority of the 
Export-Import Bank. 

Your committee received testimony from Mr. Samuel C. Waugh, 
President and Chairman of the Board of Directors of the Export- 
Import Bank, in support of the proposed legislation. Also appearing 
before the committee were Mr. oua U. Stambaugh, First Vice 
President and Vice Chairman of the Board of Directors, and Mr. 
Vance Brand, Mr. Hawthorne Arey, and Mr. George Blowers, mem- 
bers of the Board of Directors of the bank. 


RECORD AND OPERATIONS OF THE BANK 


The bank has now concluded more than 23 years of operation as 
an agency of the United States established to— 


assist in financing and to facilitate exports and imports and 
the exchange of commodities between the United States, or 
its Territories or insular possessions, and any foreign country 
or the agencies or nationals thereof. 


In section 2 (b) of the Export-Import Bank Act of 1945 the Congress 
declared its intent that the bank should encourage and not compete 
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with private capital and that loans, insofar as consistent with the 
major objectives, should generally be for specific purposes and, in the 
judgment of the Board of Directors, offer reasonable assurance of 
repayment. 

{xcept for a brief period between June 30, 1953, and October 1954, 
when it was under the direction of a Managing Director, responslbility 
for the policies and operations of the oak have been vested in a bi- 
partisan Board of Directors of five members appointed by the Presi- 
dent of the United States by and with the advice and consent of the 
Senate. The members of the present Board of the bank were so ap- 
pointed pursuant to amendments of the Export-Import Bank Act 
adopted by the Congress in August 1954. 

All loans of the bank are made to finance United States trade. 
With few exceptions the credits finance the export of United States 
manufactured or agricultural products or services. The bank is 
seldom called upon to extend direct aid to imports because financing 
from commercial banks and other sources of private capital is generally 
available for such purpose. The bank has, however, assisted in fi- 
nancing the development abroad of minerals and other raw materials 
required in the United States for strategic and industrial purposes. 

Applications to the bank come from United States exporters desiring 
assistance in financing sales abroad of their products, or from foreign 
buyers requiring credit to purchase United States products. Credits 
may finance single export transactions or may provide the dollars 
necessary to acquire all of the United States equipment and services 
for a large development project aroad. Loans for development 
projects cover only the cost of goods and services furnished by United 
States suppliers for such projects; other costs, such as wages for local 
labor, must be met from other sources. The bank may extend loans 
to either private or public borrowers, including foreign governments. 

The committee commends the bank on the record of its activities 
on behalf of United States overseas trade. Since it commenced opera- 
tions in February 1934, until the close of business on December 31, 
1956, the bank has financed sales of United States products in 68 
countries of the world. On December 31, 1956, it had outstanding 
loan commitments in 60 countries. Over this period the bank has 
disbursed loans totaling $5,277 million. Of these, $2,641 million has 
been repaid, leaving outstanding $2,636 million of loans. In addi- 
tion, the bank has undisbursed commitments of $1,553 million. 

Many of the credit authorizations made by the bank, particularly 
those relating to large development projects, are paid out over a period 
of years. In 1956 the bank, under its credit authorizations, made 
cash disbursements of $233.4 million to finance United States exports. 
During that year it received $266.3 million in loan repayments, plus 
$84.7 million in interest and certain minor fees, for total collections 
of $351 million. 

All of the $1 billion authorized and outstanding capital stock of the 
bank is owned by the United States Treasury. On this investment 
the Treasury receives dividends of 2% percent, per annum, a rate set 
by the Treasury. The bank is authorized to borrow funds from the 
Treasury up to a maximum amount of $4 billion qnnae at any 
one time. The rate of interest paid by the bank to the Treasury 


varies with market conditions at the time the notes are issued by the 
bank to the Treasury. At the close of 1956, funds borrowed from the 
Treasury amounted to $1.2 billion. 
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The rates of interest charged by the bank as it makes new loan 
commitments reflect the cost of money to the bank and in addition 
rovide a margin for operating expenses and establishment of reserves. 
he rates of interest charged also vary as to type and term of the loan 
and credit of the borrower. For instance in 1956 the bank authorized a 
$60 million credit to Japan in the form of 12-month drafts at an interest 
rate of 3% percent. This loan financed the purchase of United States 
cotton by Japan. A similar loan to Japan in 1954 carried an interest 
rate of 3% percent. A loan authorized in 1956 to a company in Cuba 
for construction of a wallboard plant carries a 6-percent interest rate. 
Over the 23 years of its life the bank consistently has maintained 
a sound spread between the rates of interest it charges on loans and 
the costs it must pay on the funds it uses. Over this 23-year period 
gross earnings have aggregated $777.5 million while interest and 
dividends paid the United States Treasury totaled $328.9 million. 
After payment of all operating expenses and losses charged off, a 
reserve of $435.1 million has been accumulated by the bank. The 
Treasury as owner of all of the capital stock of the bank is of course 
the beneficial owner of this accumulated undistributed reserve which 
amounts to 1% times the actual payments made by the bank to the 
Treasury in interest and dividends for the funds advanced by the 
Treasury. 

The bank has an outstanding record of successful operation. Total 
losses charged off approximate only $500,000. As of December 31, 
1956, installments of principal past due totaled approximately $9.3 
million. These have not been declared in default or charged off 
against the bank’s earned reserves of $435.1 million because of the 
expectation of eventual repayment. Even if past due principal 
amounts are added to losses actually charged off, the ratio to aggre- 
gate loan disbursements of $5,277 million is less than one-fifth of 1 

ercent. 

; The bank does not operate on appropriated funds. All of its 
administrative expenses are paid out of its earnings. The ratio of 
administrative expenses to gross income over the life of the bank 
has amounted to only 1.68 percent. 


PROPOSED EXTENSION 


As the existing expiration date (June 30, 1958) draws near, it be- 
comes more difficult for the bank to carry out its functions, particularly 
in financing purchases of American goods and services for construction 
and development projects abroad. Most such projects require several 
years for completion. The bank would have authority, even without 
an extension, to honor its commitments made before the expiration 
date, but some borrowers hestitate to start long-term projects for 
fear some question might arise on this point. This is particularly 
true of projects such as electric power installations, plants for heavy 
industry, and mining developments. The borrowers usually have to 
arrange interim financing and need to be assured that the projects 
can be completed under commitments from the bank. 

On the two previous occasions when Congress has extended the 
bank’s lending authority, it has acted well in advance of the expiration 
date; the 1947 extension was granted 1 year in advance of the 1948 
expiration date, and the last extension, in 1951, was granted almost 
2 years ahead of the then-current expiration date of June 30, 1953. 
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The Export-Import Bank is the only source for the financing of 
important United States trade in situations in which private capital 
is not available. Even though the activities of the bank may directly 
affect a relatively small portion of the total United States trade, its 
operations are highly important in the overall picture. In the field of 
medium- and long-term credit, the assistance of the bank is often essen- 
tial if the sale is to be realized. In addition, the bank performs a 
valuable service in financing the export of United States materials 
equipment, and services which go into development projects abroad 
that are designed to improve the dollar position of the other country 
and consequently that country’s ability to purchase more United 
States products. In view of the bank’s successful record and the 
importance to the United States of the activity in which it is engaged, 
the committee voted unanimously to extend the bank’s authority for 
5 more years. 

CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as 
introduced, are shown as follows (existing law proposed to be omitted 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Export-Import Bank Act or 1945, as AMENDED 
* * * * * * - 


Sec. 8. Export-Import Bank of Washington shall continue to 
exercise its functions in connection with and in furtherance of its 
objects and purposes until the close of business on [June 30, 1958] 
June 30, 1963, but the provisions of this section shall not be construed 
as preventing the bank from acquiring obligations prior to such date 
which mature subsequent to such date or from assuming prior to 
such date linbility as guarantor, endorser, or acceptor of obligations 
which mature subsequent to such date or from issuing, either prior 
or subsequent to such date, for purchase by the Secretary of the 
Treasury, its notes, debentures, bonds, or other obligations which 
mature subsequent to such date or from continuing as a corporate 
agency of the United States and exercising any of its functions ub- 
sequent to such date for purposes of orderly liquidation, including 
the administration of its assets and the collection of any obligations 
held by the bank. 


O 
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AMENDING THE ATOMIC ENERGY ACT OF 1954, AS 
AMENDED, AND FOR OTHER PURPOSES 





Marcu 26, 1957.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. Cots, from the Joint Committee on Atomic Energy, submitted 
the following 


REPORT 


[To accompany H. R. 5866} 


The Joint Committee on Atomic Energy, to whom was referred 
H. R. 5866, to amend the Atomic Energy Act of 1954, as amended, 
to provide for agreements for cooperation authorizing the construction 
of reactors in West Berlin, do report favorably thereon and recommend 
the bill do pass. 

BACKGROUND 


Under the Atomic Energy Act of 1954, as amended, an agreement 
for cooperation with respect to the construction and operation of.a 
reactor can only be entered into with another nation. It was found 
desirable as part of the international program of the United States to 
enter into an agreement for cooperation so that a reactor could be 
built in West Berlin. Because of the status of West Berlin as an 
occupied city, and because West Germany was not one of the occupy- 
ing powers, an agreement for cooperation with West Germany could 
not carry with it the necessary guaranties under section 123 of the act. 

In order to take care of this unique situation the Atomic Energy 
Commission, on February 8, 1957, sent the following letter to the Joint 
Committee; 


Unirep Srates Atomic ENERGY Commission, 
Washington, D. C., February 8, 1957. 
Hon. Cart T. Duruam, 
Chairman, Joint Committee on Atomre Energy, 
'ongress of the United States. 

Dear Mr. Duruam: For the past several months the Department 
of State has, in furtherance of an important foreign policy objective, 
been in consultation with Ambassador Conant and the AEC with the 
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view of working out an arrangement whereby the Commission would 
be in a position to cooperate with West Berlin under the Atomic 
Energy Act. The Department of State advises that the authorities of 
West Berlin are enthusiastic about obtaining a research reactor, and 
the city is prepared to provide all necessary funds for the construction 
and operation of such a reactor. West Berlin is the seat of some of 
Germany’s most important institutions of scientific learning and has 
produced outstanding scientists in the past. 

The Department has indicated that the erection of a United States 
reactor in West Berlin would do much to offset any psychological 
advantage that the Communists might seek to derive from the new 
research center which has been established in Dresden in East Ger- 
many, where we understand that a 2,500-kilowatt swimming-pool 
reactor, purchased from the Soviet Union, is being constructed. 
Ambassador Conant has advised the Department that it would be a 
great disappointment to West Berlin and the Federal Republic of 
Germany if the United States finds it impossible to cooperate with 
West Berlin, thus obligating West Berlin to obtain a research reactor 
and nuclear fuels elsewhere. 

You will recall that the Western Zone of Berlin is occupied by the 
United States, the United Kingdom, and France. The German 
authorities in Berlin have been granted general authority to legislate in 
areas prescribed by the Allied commandants. At this time no 
research is permitted by the Allied commandants in the fields of 
atomic energy in West Berlin. We are advised, however, that this 
restriction will be relaxed, and the Berlin authorities will be permitted 
to engage in peaceful research in the field of atomic energy. We 
understand the West Berlin legislation will provide that materials 
distributed to West Berlin will not be transferred outside West Berlin 
without the approval of the Allied commandants. In addition, we 
are advised that such legislation will provide that West Berlin may not 
engage in research on any military application of atomic energy. 

he Commission has explored the possibility of cooperating with 
West Berlin under the present Atomic Energy Act. However, since 
West Berlin obviously does not constitute a “nation” capable of 
making an agreement for cooperation in accordance with the Atomic 
Energy Act of 1954, the basis for the Commission authorizing the 
export of a reactor or the distribution of special nuclear material is 
unclear. Further, West Berlin is not under the control of the Federal 
Republic of Germany, and the benefits of the agreement for coopera- 
tion with the Federal Republic are not available to West Berlin. 

Accordingly, to permit the Commission to cooperate with West 
Berlin, an amendment to the Atomic Energy Act is needed. There 
are attached hereto five copies of proposed legislation amending the 
Atomic Energy Act of 1954, as amended, to authorize the Commission 
to cooperate with West Berlin in a manner similar to the cooperation 
which is permitted with “nations.” 

The amendment would authorize cooperation with West Berlin by 
permitting the distribution to West Berlin of source, special nuclear, 
and byproduct material, permitting the export of reactors thereto, 
and would authorize the conduct in West Berlin of activities covered 
by section 57a (3) of the act. Restricted data are not authorized for 
transmission under the amendment. It should be noted that the 
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cooperation will be pursuant to the terms of an agreement for coopera- 
tion entered into by the Federal Republic on behalf of West Berlin, 
in view of the fact that under existing treaties the Federal Republic 
carries on the foreign relations of West Berlin. The amendment, 
however, requires that the guaranties specified in section 123 of the 
act will be made by West Berlin. 

The Commission recommends, with the concurrence of Department 
of State, that the Atomic Energy Act of 1954, as amended, be amended 
as provided in the attached draft legislation. The Bureau of the 
Budget advises that it has no objection to the legislation submitted 
herewith. We would appreciate your early consideration of this 
proposal. 

Sincerely yours, 
Lewis L. Srrauss. 

Enclosure: Draft legislation (5). 


[Draft legislation] 


“Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That the Atomic Energy Act 
of 1954, as amended, is hereby amended by adding after section 124 
thereof a new section 125, as follows: 

“ ‘Sec. 125. Cooprration Wits Berriin.—The Commission is 
authorized to cooperate with Berlin, which for the purposes of this 
Act comprises those areas over which the Berlin Senate exercises juris- 
diction (the United States, British and French sectors), pursuant to 
sections 54, 57, 64, 82, 103, or 104 when such cooperation is under- 
taken pursuant to the terms of an agreement for cooperation made on 
behalf of Berlin with the Federal Republic of Germany in accordance 
with Section 123: Provided, That the guaranties required by section 
123 shall be made by Berlin with the approval of the Allied Com- 
mandants’.”’ 

On March 6, 1957, the Subcommittee on Agreements for Coopera- 
tion held a hearing at which the following persons appeared: 


Representatives of the Atomic Energy Commission 


Thomas E. Murray, Commissioner 

R. W. Cook, Deputy General Manager 

Allen J. Vander Weyden, Deputy Director, International Affairs 
L. H. Roddis, Deputy Director, Division of Reactor Development 
N. F. Sievering, Division of Reactor Development 

Paul Foster, Assistant General Manager for International Affairs 
John A. Hall, Director, Division of International Affairs 

A. A. Wells, Office of the General Counsel 

Bryan LaPlante, Special Assistant to the General Manager 


Representatives of the Department of State 


Gerard Smith, Special Assistant to the Secretary of State for Atomic 
Energy 

Ray Lisle, Deputy Director of the German Office 

William Miller, Economic Officer. for the German Office 

Robert Kearney, Legal Advisor for German Affairs 

J. Robert Schaetzel and Robert M. Winfree, Office of Mr. Smith 

Stanley Cleveland, European Regional Affairs Office 
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It is contemplated that under the provisions of H. R. 5866 an agree- 
ment for cooperation would be signed with West Germany providing 
for the construction of a small swimming-pool type research reactor 
in the American sector of West Berlin. The reactor would be owned 
by the city of Berlin but would be operated by the Institute for Atomic 
Research which is jointly formed by the Free University and the 
Technical University in West Berlin. 

Negotiations have already been undertaken with North American 
Aviation Corp. for the sale of the reactor. The West Berlin authorities 
do not expect to have any financial assistance from the United States 
in the construction of the reactor. 

The Senat of Berlin is composed of members appointed by the 
House of Representatives—the body which is elected by the people of 
Berlin. However, the allied commandants of the American, British, 
and French sectors still have the final authority over all actions in the 
West Berlin sector. ‘They can turn off the reactor and guard it at any 
time they deem it necessary for military reasons. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by, the bill accom- 
panying this report are shown as follows (new matter is printed in 
italics): 


A BILL To amend the Atomic Energy Act of 1954, as amended, and for other 
purposes 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That the Atomic Energy Act 
of 1954, as amended, is amended by adding a new section 125 to read 
as follows: 

“Sec. 125. Cooperation Wire Bertin.—The President may 
authorize the Commission to enter into agreements for cooperation with 
the Federal Republic of Germany in accordance with section 123, on 
behalf of Berlin, whach for the purposes of this Act comprises those areas 
over which the Berlin Senat erercises jurisdiction (tie United States, 
British and French sectors) and the Commission may thereafter cooperate 
with Berlin pursuant to sections 54, 57, 64, 82, 103, or 104: Provided, 
That the quaranties required by section 123 shall be made by Berlin 
with the approval of the Allied Commandants.” 
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PROVIDING THAT THE UNIFORM SIMULTANEOUS 
DEATH ACT SHALL APPLY IN THE DISTRICT OF 
COLUMBIA 


Marcu 26, 1957.—Referred to the House Calendar and ordered to be printed 





Mr. McMittan, from the Committee on the District of Columbia, 
submitted the following 


REPORT 


'To accompany H. R. 3486] 


The Committee on the District of Columbia, to whom was referred 
the bill (H. R. 3486) to provide that the Uniform Simultaneous 
Death Act shall apply in the District of Columbia, having considered 
the same, report favorably thereon without amendment and recom- 
mend that the bill H. R. 3486 do pass. 

This bill is to make the Uniform Simultaneous Death Act, as 
amended, apply in the District of Columbia. The District of Colum- 
bia is without any orderly plan of distribution of estates in case of 
simultaneous death. The District of Columbia and the other courts 
of the Federal jurisdiction utilize the common-law rule when con- 
fronted with the problem of survivorship in common disaster cases. 

The Federal courts, including the District of Columbia, in applyi 
the common-law rule, encounter enumerable problems of proof, pe 
the result of discarding presumptions and exacting evidence is to put 
the burden of proving survivorship on any party claiming to derive 
title to property from a deceased person whose ownership during life 
dependent upon his outliving some other person who was deceased. 
The result is that if the party on whom the burden of proof rests can- 
not make his proof, his case fails. 

The common-law rule is stated in Wigmore on Evidence in the 
following words: 


Where two or more persons have perished in the same dis- 
aster, there is at common law no presumption of law that 
either survived the other, or that all perished at the same 
time. The burden of proving that one survived another will 
commonly be on any claimant for whom the fact is essential 
to his own chain of title (3 Ed. 2532). 
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2 UNIFORM DEATH ACT IN THE DISTRICT OF COLUMBIA 


The Supreme Court has said in the case of Young Women’s Christian 


Home v. French (187 U. S. 401, 23 S. Ct. 184, 186, 47 Law Ed. 233), 
as follows: 


The rule is that there is no presumption of survivorship in 
the case of persons who perish by a common disaster, in the 
absence of proof tending to show the order of dissolution, and 
that circumstances surrounding the calamity of the character 
appearing on this record are insufficient to create any pre- 
sumption on which the courts can act. The question of 
actual survivorship is regarded as unascertainable, and 
descent and distribution take the same course as if the deaths 
had been simultaneous. 


The result of the common-law rule has been the burden of proof 
which resulted from it. Whoever had the burden of proving sur- 
vivorship was faced with an impossible situation, since, by the very 
nature of the problem, survivorship could not be ascertained. 

In order to provide a solution to the problem of death in common 
disaster, resort has been to statutory enactment. The pending bill 
is the Uniform Simultaneous Death Act, as amended, prepared some 
years ago by the National Conference of Commissioners on Uniform 
State Laws and amended by it. 

Forty-one States have enacted the Uniform Simultaneous Death 
Act, including the neighboring States of Maryland and Virginia. This 
act provides that where title to property or devolution thereof depends 
upon priority of death and there is no sufficient evidence that the 
persons have died otherwise than simulatneously, the property of each 
person shall be disposed of as if he had survived, except as provided 
otherwise in the act. It further provides that if property is so disposed 
of that the right of a beneficiary to succeed to any interest therein is 
conditioned upon his surviving another person, and both persons die 
and there is no sufficient evidence that the two have died otherwise 
than simultaneously, the beneficiary shall be deemed not to have 
survived. And if there is no sufficient evilence that two or more 
beneficiaries have died otherwise than simultaneously and propert 
has been disposed of in such a way that at the time of their death ok 
of such beneficiaries would have been entitled to the property if he had 
survived the others, the property shall be divided into as many equal 
portions as there were such beneficiaries and these portions shall be 
distributed respectively to those who would have taken in the event 
that each of such beneficiaries had survived. ‘The second sentence of 
section 3 constitutes an amendment of the original act adopted by the 
Commission on Uniform State Laws. 

The bill further provides that where there is no sufficient evidence 
that two joint tenants or tenants by the entirety have died otherwise 
than simultaneously, the property so held shall be distributed, or 
descend as the case may be, one-half as if one had survived and one- 
half as if the other had survived; and that if there were more than two 
joint tenants and all of them have so died, the property thus distrib- 
uted or descended shall be in the proportion that one bears to the whole 
number of joint tenants. 
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The bill further provides that when the insured and tbe beneficiary 
in a policy of life or accident insurance have died and there is no 
sufficient evidence that they have died other than simultaneously, 
the proceeds of the policy shall be distributed as if the insured had 
survived the beneficiary. 

The act shall not apply in the case of wills, living trusts, deeds, or 
contracts of insurance, or any other situation where provision is made 
for distribution of property different from the provisions of the act, or 
where provision is made for a presumption as to survivorship which 
results in a distribution of property different from that provided in the 
act. 

The Judiciary Subcommittee of the House District Committee held 
a public hearing on this legislation on April 11, 1956, at which time no 
one appeared in opposition thereto. The bill has the approval of the 
bar association of the District of Columbia as well as the Commis- 
sioners of the District of Columbia. 
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PERMITTING ANY STATE OF THE UNITED STATES OR ANY POLIT- 
ICAL SUBDIVISION OF ANY SUCH STATE TO PURCHASE FROM THE 
DISTRICT OF COLUMBIA REFORMATORY AT LORTON, VA., GUN 
MOUNTINGS AND CARRIAGES FOR GUNS FOR USE AT HISTORIC 
SITES AND FOR MUSEUM DISPLAY PURPOSES 


Marcu 26, 1957.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. McMiuan, from the Committee on the District of Columbia, 
submitted the following 


REPORT 


|To accompany H. R. 2018] 


The Committee on the District of Columbia, to whom was referred 
the bill (H. R. 2018) to permit any State of the United States or any 
political subdivision of any such State to purchase from the District 
of Columbia Reformatory at Lorton, Va., gun mountings and carriages 
for guns for use at historic sites and for museum display purposes, 
having considered the same, report favorably thereon without amend- 
ment and recommend that the bill (H. R. 2018) do pass. 

The District of Columbia Reformatory at Lorton, Va., has developed 
a craft of manufacturing replicas of historic gun mountings and car- 
riages, using prison labor to produce these items. These guns have 
been very much in demand by certain District and Federal agencies 
and the reformatory from time to time has manufactured such guns 
for their use. 

The purpose of this bill is to permit the sale of these gun mountings 
and carriages for guns for use at historic sites and for museum dis- 
play purposes to any State of the United States or any political sub- 
division of any such State. 

This legislation has the approval of the Commissioners of the 
District of Columbia. 
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AUTHORIZING THE BOARD OF EDUCATION OF THE DISTRICT OF 
COLUMBIA TO BORROW MOTOR VEHICLES FOR USE IN A MOTOR 
VEHICLE DRIVER EDUCATION AND TRAINING COURSE IN THE 
PUBLIC SCHOOLS OF THE DISTRICT OF COLUMBIA, TO EXCUSE 
THE OWNERS OF VEHICLES LOANED TO PUBLIC, PRIVATE, OR 
PAROCHIAL SCHOOLS FOR DRIVER TRAINING PURPOSES FROM 
THE PAYMENT OF CERTAIN FEES AND TAXES. DURING THE 
PERIOD OF SUCH LOAN 


Marcu 26, 1957.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. McMuittan, from the Committee on the District of Columbia, 
submitted the following 


REPORT 


[To accompany H. R. 5893] 


The Committee on the District of Columbia, to whom was referred 
the bill (H. R. 5893) to authorize the Board of Education of the 
District of Columbia to borrow motor vehicles for use in a motor ve- 
hicle driver education and training course in the public schools of the 
District of Columbia, to excuse the owners of vehicles loaned to public, 
private, or parochial schools for driver training purposes from the 
payment of certain fees and taxes during the period of such loan, and 
for other purposes, having cual the same, report favorably 
—— without amendment and recommend that the bill H. R. 5893 
do pass. 

The need for this legislation is explained in the following statement 
by the Board of Commissioners for the District of Columbia: 


For a number of years the Board of Education of the Dis- 
trict of Columbia has been carrying on in certain schools of 
the District a program for the education and training of 
students in the safe and proper operation of motor vehicles. 
This program first began in 1939 but was discontinued in 
1941 because of World War II. The program was reinsti- 
tuted in 1947 when the District purchased 2 cars to be 
used in connection with courses at 4 schools, and the pro- 
gram has expanded until today the District is employing 
11 cars in connection with programs conducted at 16 senior 
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and vocational high schools, all of which cars have been 
loaned to the schools by motor vehicle dealers interested in 
improving the safe driving habits of motor vehicle operators 
in the District of Columbia. 

The motor-vehicle dealers who have been kind enough to 
lend vehicles for use in this program have been required, 
under existing law, to undergo considerable expense in con- 
nection with such loan. They are required to register the 
vehicle and to pay the 2 percent excise tax thereon in con- 
nection with such registration, and even though the vehicle 
is not in their possession for 9 months of the tax year, they 
nevertheless must pay a personal property tax on such vehicle 
as part of their stock in trade. It has been the practice, 
however, since the vehicles are used as part of a public-educa- 
tion program, to excuse the dealers from paying the regis- 
tration fee on the vehicle during such time as it is made 
available to the Board of Education. 

There has been some indication that the present arrange- 
ment under which dealers lend cars for use in connection 
with driver-training programs is becoming a considerable 
burden on these dealers, who not only must forgo the use 
of the car but must pay out considerable money in connec- 
tion with making it available to the program. The Com- 
missioners, in the belief that the program is of great value 
to the citizens of the District of Columbia, feel that action 
should be taken to excuse public-spirited motor-vehicle 
dealers from the payment of fees and taxes on motor vebicles 
which they make available for use in connection with driver- 
training programs, for such period of time as the vehicles 
may be in such use. Accordingly, the Commissioners are 
recommending that there be enacted legislation exempting 
motor-vehicle dealers from the payment of certain taxes and 
fees on vehicles loaned by them to the school system for 
driver-training programs. 

While the primary interest of the Commissioners in this 
matter is the securing of vehicles to be used by the public 
schools of the District, the Commissioners also realize that 
at least 1 private and 1 parochial school likewise conduct 
courses in driver training. For this reason, the legislation 
proposed by the Commissioners would also exempt from 
certain taxes and fees motor vehicles loaned to private and 
parochial schools for use in connection with such programs. 

The bill also provides that upon the return of the loaned 
vehicle to the lender it shall become subject to the taxes 
and fees from which theretofore it has been exempt. Pro- 
vision is made for the issuance of special registration tags 
by the Commissioners, and the Commissioners and Board of 
Education are authorized to promulgate regulations to carry 
out the purposes of this act. 
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The Commissioners hope that enactment of the proposed 
legislation will result in an increase in the number of vehicles 
being loaned to the public schools by public-spirited motor- 
vehicle dealers. Every such vehicle, it should be noted, is 
utilized during the school year in training between 100 and 
140 students in safe-driving techniques and during the school 
year just ended 1,250 students received this t rpe of instruc- 
tion. The Commissioners and the Board of Education hope 
to be able to increase the number of students taking this 
course. 

In view of the fact that the budget of the Board of Educa- 
tion for the fiscal year ending June 30, 1956, contains no 
provision for the purchase of motor vehicles to be used in 
connection with driver-training programs, the Commissioners 
feel that it is urgently necessary to secure legislation which 
will make the lending of motor vehicles to the schools more 
attractive to the motor-vehicle dealers. Accordingly, the 
Commissivners strongly urge the enactment of the proposed 
legislation during the present session of Congress so that 
the District’s safe-driver education and training program in 
the public schools may continue without interruption or 
diminution. 
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AMENDING THE ACT ENTITLED “AN ACT AUTHORIZING AND 
DIRECTING THE COMMISSIONERS OF THE DISTRICT OF CO- 
LUMBIA TO CONSTRUCT TWO FOUR-LANE BRIDGES TO REPLACE 
THE EXISTING 14TH STREET OR HIGHWAY BRIDGE ACROSS THE 
POTOMAC RIVER”. 





Marcy 26, 1957.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. McMittan, from the Committee on the District of Columbia, 
submitted the following 


REPORT 


[To accompany H. R. 6306] 


The Committee on the District of Columbia, to whom was referred 
the bill (H. R. 6306), to amend the act entitled ‘An act authorizing 
and directing the Commissioners of the District of Columbia to 
construct two 4-lane bridges to replace the existing 14th Street or 
Highway Bridge across the Potomac River, and for other purposes, 
having considered the same, report favorably thereon without amend- 
ment and recommend that the bill H. R. 6306 do pass. 

The purpose of this legislation is contained in a letter of January 31, 
1957, from the President of the Board of Commissioners to the Speaker 
of the House. A part of this letter is herewith made a part of this 
report. 

The Commissioners have the honor to submit herewith a 
draft bill to amend the act authorizing and directing the 
Commissioners of the District of Columbia to construct two 
four-lane bridges to replace the existing 14th Street or High- 
way Bridge across the Potomac River, and for other purposes. 

The act approved July 16, 1946 (60 Stat. 566) authorized 
the construction of 2 four-lane bridges across the Potomac 
River to replace the older structure known as the 14th Street 
or Highway Bridge, at a cost not to exceed $7 million. 
Because of the extremely rapid inflationary cost of heavy 
construction from the time that estimates were made in 
1946 until construction of 1 of the 2 bridges began, the final 
cost of the first of the 2 bridges amounted to approximately 
$6,800,000 or substantially the amount authorized by Con- 
gress for both bridges. 


86006 











2 AUTHORIZING COMMISSIONERS TO CONSTRUCT BRIDGES 


Present plans call for the replacement of the older south- 
bound structure. The cost of this work, together with the 
cost of constructing the approaches to the new bridge, is 
estimated at $9,200,000. In order to complete the work 
required by the act of July 16, 1946, the Commissioners 
request the amendment of that act so as to authorize appro- 
priations totaling $16 million (of which $6,800,000 has 
already been expended for the northbound bridge at 14th 
Street). Appropriations not exceeding $9,200,000 would be 
authorized to be made for the replacement of the existing 
southbound 14th Street Bridge. 

The District of Columbia Appropriation Act, 1957, ap- 
proved June 29, 1956, included an appropriation of $1,- 
750,000 for the construction of the second of the 2 bridges 
authorized by the act of July 16, 1946. 

The House Committee on Appropriations in reporting the 
bill which became the District of Columbia Appropriation 
Act, 1957 (H. Rept. No. 1896) made the following statement: 

“The committee has approved the funds requested for the 
Highway Bridge replacement but has siricken the language 
raising the ceiling on the cost of construction of the 2 spans 
from $7 million to $16 million, and suggests that this in- 
creased limitation be requested of the proper legislative 
committee.” 

The Comptroller General has ruled that the District of 
Columbia may not enter into a contract for construction of 
the second bridge authorized by the act of July 16, 1946, for 
any amount in excess of the amount appropriated. 

In view of the urgent need for a new southbound bridge 
at this location the Commissioners recommend early action 
on the draft bill at this session of Congress. 


To carry out the recommendations set forth in this letter, Hon. 
James C. Davis, a member of the House District Committee, on 
March 11, 1957, introduced a bill, H. R. 5816, for the purpose of in- 
creasing the authorized appropriation from $7 million to $16 million. 

At a hearing before a subcommittee of the House District Com- 
mittee on Thursday, March 21, 1957, the Director of the Highway 
Department for the District of Columbia testified on this legislation 
and explained the need for a bridge at that location authorized in this 
bill. The Director of Highways testified that in an inspection made 
by engineers of his Department in 1950 “that the bridge had a life 
that would expire in 1960.” Upon being questioned by the members 
of the subcommittee the Director of the Highway Department. testi- 
fied that the bridge presently in use would become unsafe by 1960. 
The Director of the Higheay Department and an engineer from his 
Department exhibited to members of the subcommittee a clip angle 
from the bridge which had broken and further testified that there were 
as many as 17 clip angles which had been cracked. The Director of 
Highways further testified that if the use of the bridge continued 
beyond 1960 it might be necessary to spend millions of dollars to make 
the necessary repairs in order to maintain the bridge in a safe condi- 
tion. It was further testified that if such repairs could not be made it 


might be necessary to condemn further use of this bridge after the 
year 1960. 
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Testimony before the members of the subcommittee brought out 
the fact that the Highway Department had planned to construct a 
bridge across the Potomac at the point authorized in the bill, without 
a draw. Upon further consideration the subcommittee voted unani- 
mously to write language into the bill which would require a bascule 
span bridge and increased the appropriation from $16 million to 
$17,500,000. The additional $1,500,000 being the amount estimated 
it would cost to provide a bascule span in the proposed bridge. 

At a meeting of the full House District Committee on Monday, 
March 25, 1957, the members of the committee by a unanimous vote 
authorized the approval of $17,500,000 upon the condition that a 
bascule span-type bridge be built and authorized the chairman of the 
subcommittee, Hon. James C. Davis, to introduce a clean bill con- 
taining these provisions. 


CHANGES IN EXISTING LAW 


In compliance with paragraph 3 of rule XIII of the Rules of the 
House of Representatives, changes in existing law made by the bill, 
as introduced, are shown as follows (existing law proposed to be 
omitted is enclosed in black brackets, new matter is printed in italics, 
existing law in which no change is proposed is shown in roman): 


60 Srat. 566, CHAPTER 586 


That the Commissioners of the District of Columbia are authorized 
and directed to construct, maintain, and operate two four-lane 
bascule-span bridges across the Potomac River.to replace the existing 
Fourteenth Street or Highway Bridge, together with bridge approaches 
and roads connecting such bridges and approaches with streets and 
park roads in the District of Columbia and with roads and park roads 
on the Virginia side of the Potomac River, the southbound bridge to 
be constructed within six hundred feet of the downstream side of the 
existing Fourteenth Street or Highway Bridge, at a cost not to 
exceed [$7,000,000] $17,500,000, in accordance with the provisions 
of the Act entitled “An Act to regulate the construction of bridges 
over navigable waters’, approved March 23, 1906, and subject to the 
conditions and limitations in this Act, 
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WASHINGTON STATE SIXTH INTERNATIONAL TRADE 
FAIR 





Marcu 26, 1957.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. Coorrr, from the Committee on Ways and Means, submitted 
the following 


REPORT 


[To accompany H. J. Res. 126] 


The Committee on Ways and Means, to whom was referred the 
joint resolution (H. J. Res. 126) to permit articles imported from 
foreign countries for the purpose of exhibition at the Washington 
State Sixth International Trade Fair, Seattle, Wash., to be admitted 
without payment of tariff, and for other purposes, having considered 
the same, report favorably thereon with an amendment and recom- 
mend that the joint resolution as amended do pass. 

The amendment is as follows: 

Strike out all that follows the resolving clause and insert the 
following: 


That any article which is imported from a foreign country for the purpose ot 
exhibition at the Washington State Sixth International Trade Fair (hereinafter 
in this joint resolution referred to as the “exposition’’) to be held at Seattle, 
Washington, from May 17 to May 26, 1957, inclusive, by the International Trade 
Fair, Incorporated, a corporation, or for the use in constructing, installing, or 
maintaining foreign exhibits at the exposition, upon which article there is a tariff 
or customs duty, shall be admitted without payment of such tariff or customs 
duty or any fees or charges under such regulations as the Secretary of the Treasury 
shall prescribe. 

Sec. 2. It shall be lawful at any time during or within three months after the 
close of the exposition to sell within the area of the exposition any articles provided 
for in this joint resolution, subject to such regulations for the security of the 
revenue and for the collection of import duties as the Secretary of the Treasury 
shall prescribe. All such articles, when withdrawn for consumption or use in the 
United States, shall be subject to the duties, if any, imposed upon such articles 
by the revenue laws in force at the date of their withdrawal; and on such articles 
which shall have suffered diminution or deterioration from incidental handling or 
exposure, the duties, if payable, shall be assessed according to the appraised 
value at the time of withdrawal from entry under this joint resolution for con- 
sumption or entry under the general tariff law. 

Sec. 3. Imported articles provided for in this joint resolution shall not be subject 
to any marking requirements of the general tariff laws, except when such articles 
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are withdrawn for consumption or use in the United States, in which case the 
shall not be released from customs custody until properly marked, but no addi- 


tional duty shall be assessed because such articles were not sufficiently marked 
when imported into the United States. 


Sec. 4. At any time during or within three months after the close of the exposi- 
tion, any article entered under this joint resolution may be abandoned to the 


United States or destroyed under customs supervision, whereupon any duties on 
such articles shall be remitted. 


Sec. 5. Articles which have been admitted without payment of duty for exhibi- 
tion under any tariff law and which have remained in continuous customs custody 
or under a customs exhibition bond and imported articles in bonded warehouses 
under the general tariff law maybe accorded the privilege of transfer to and entry 


for exhibition at the exposition, under such regulations as the Secretary of the 
Treasury shall prescribe. 


Sc. 6. The International Trade Fair, Incorporated, shall be deemed, for cus- 
toms purposes only, to be the sole consignee of all merchandise imported under 
this joint resolution. The actual and necessary customs charges for labor, 
services, and other expenses in connection with the entry, examination, appraise- 
ment, release, or custody, together with the necessary charges for salaries of cus- 
toms officers and employees in connection with the supervision, custody of, and 
accounting for, articles imported under this joint resolution, shall be reimbursed 
by the International Trade Fair, Incorporated, to the United States under regu- 
lations to be prescribed by the Secretary of the Treasury. Receipts from such 
reimbursement shall be deposited as refunds to the appropriation from which 


paid, in the manner provided for in section 524 of the Tariff Act of 1930, as 
amenced (19 U.S. C. see. 1524). 


PURPOSE 


The purpose of House Joint Resolution 126 is to permit the entry, 
free of duty, of articles imported for exhibition at the Washington 
State Sixth International Trade Fair to be held at Seattle, Wash. 


GENERAL STATEMENT 


This joint resolution, as amended by your committee, follows the 
pattern of previous legislation enacted- by the Congress in connection 
with various international exhibitions, expositions, and fairs held in 
the United States, including that of Public Law 462, 84th Congress, 
which provided for the entry, free of duty, of articles for the purpose 
of exhibition, at the Washington State Fifth International Trade Fair, 
Seattle, Wash. 

It has long been the policy of Congress to facilitate participation 
of foreign countries in international expositions held in the United 
States by permitting articles intended for display at these expositions 
to be entered free of import duties and charges under safeguarding 
regulations of the Secretary of the Treasury. 

The Washington State Sixth International Trade Fair is to be 
held at Seattle, Wash., from May 17, 1957, to May 26, 1957, inclusive, 
by the International Trade Fair, Inc. This corporation, in the inter- 
est of greater international collaboration in the interchange of newly 
developed products, will assemble a number of products from the 


Far East for the purpose of educating the American people concerning 
these items. 
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The joint resolution, as amended, provides that the imported articles 
shall not be subject to marking requirements of the general tariff 
laws except when such articles are withdrawn for consumption or use 
in the United States. Articles so admitted may be lawfully sold 
at any time during or within 3 months after the close of the trade 
fair, subject to such regulations for the security of the revenue and 
for the collection of import duties as the Secretary of the Treasury 
shall prescribe. 


Your committee is unanimous in urging the enactment of this 
legislation. 
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TEMPORARY EXTENSION OF CERTAIN SPECIAL PROVI- 
SIONS RELATING TO STATE PLANS FOR AID TO THE 
BLIND 


Marcu 26, 1957.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Esernarter, from the Committee on Ways and Means, 
submitted the following 


REPORT 


[To accompany H. R. 3035] 


The Committee on Ways and Means, to whom was referred the bill 
(H. R. 3035) to prov ide a temporary extension of certain special 
provisions relating to State plans for aid to the blind, having considered 
the same, report ‘favorably thereon with an amendment and recom- 
mend that the bill as amended do pass. 

The amendment is as follows: 

On page 1, line 8, strike out “‘1962” and insert in lieu thereof ‘1959’. 


PURPOSE OF THE BILL 


The purpose of the bill, as reported, is to extend from June 30, 1957, 
to June 30, 1959, the provisions of section 344 of the Social Security 
Act Amendments of 1950 (Public Law 734, 81st Cong.), as amended. 
Section 344 relates to approval by the Secretary of Health, Education, 
and Welfare of certain State plans for aid to the blind. 


GENERAL STATEMENT 


Section 344 (b) of the Social Security Act Amendments of 1950 
relieved ceriain States from the necessity for complying with the re- 
quirements of section 1002 (a) (8) of the Social Security Act (relating 
to the consideration of income and resources in determining need) as 
a condition to approval of their State aid-to-the-blind plans so as to 
make them eligible to receive Federal contributions toward the cost 
of assistance expenditures under the plans. This provision was effect- 
ive from October 1, 1950, to June 30, 1955. It was extended to June 
30, 1957, the present expiration date, by the Social Security Amend- 
ments of 1954. The bill, as reported, ‘would extend this period for 
an additional 2 years to June 30, 1959. 
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2 EXTENSION OF PROVISIONS FOR AID TO THE BLIND 


While the provisions apply to any State, as defined in the Social 
Security Act, which did not have a State plan on January 1, 1949, 
approved under title X of the Social Security Act, information re- 
ceived by your committee from the Department of Health, Educa- 
tion, and Welfare indicates that only two States, Missouri and Penn- 
sylvania, are now affected by the provision. These States in effect 
have a type of dual program for aid to the blind, one part of which is 
financed wholly out of State funds and the other part of which com- 
plies with all Federal requirements and is financed from State and 
Federal funds. H. R. 3035, as amended, will enable these States 
to continue these programs until June 30, 1959. 

Your committee was advised by the Department of Health, Edu- 
cation, and Welfare that the 2-year extension provided in this bill 
will permit the Department and the two States involved time in 
which to continue to study the dual system of aid to the blind. If 
the provision is not extended, the effect will be that the States of 
Missouri and Pennsylvania will not receive any Federal funds for 
their aid-to-the-blind programs even in those instances where there is 
full conformity to the Federal requirements for eligibility for such 
funds, because their State-financed programs do not meet the require- 
ments of the Federal law, unless their separate plans are brought into 
conformity with the Federal requirements. 

Your committee is unanimous in urging enactment of this legisla- 
tion. 

CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XILI of the Rules of the House 
of Representatives, changes in existing law made by the bill, as 
introduced, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


SEcTION 344 oF THE SociAL Security Act AMENDMENTS OF 1950 
APPROVAL OF CERTAIN STATE PLANS 


Sec. 344. (a) In the case of any State (as defined in the Social 
Security Act, but excluding Puerto Rico and the Virgin Islands) 
which did not have on January 1, 1949, a State plan for aid to the 
blind approved under title X of the Social Security Act, the Admin- 
istrator ' shall approve a plan of such State for aid to the blind for the 
purposes of such title X, even though it does not meet the requirements 
of clause (8) of section 1002 (a) of the Social Security Act, if it meets 
all other requirements of such title X for an approved plan for aid to 
the blind; but payments under section 1003 of the Social Security Act 
shall be made, in the case of any such plan, only with respect to 
expenditures thereunder which would be included as expenditures 
for the purposes of such section under a plan approved under such 
title X without regard to the provisions of this section. 

(b) The provisions of subsection (a) shall be effective only for the 
period beginning October 1, 1950, and ending June 30, [1957] 1962. 


' Now Secretary of Health, Education, and Welfare. 


O 
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CONTINUING UNTIL THE CLOSE OF JUNE 30, 1958, THE 
SUSPENSION OF DUTIES AND IMPORT TAXES ON 
METAL SCRAP 


Marcu 26, 1957.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. McCartuy, from the Committee on Ways and Means, submitted 
the following 


REPORT 


[To accompany H. R. 4686} 


The Committee on Ways and Means, to whom was referred the bill 
(H. R. 4686) to continue until the close of June 30, 1958, the suspen- 
sion of duties and import taxes on metal scrap, and for other purposes, 
having considered the same, report favorably thereon without amend- 
ment and recommend that the bill do pass. 


PURPOSE 


The purpose of H. R. 4686 is to continue the existing exemption of 
metal scrap from import duties and taxes for another year, until June 
30, 1958. The bill contains the existing proviso that the suspension 
shall not apply to lead scrap, lead alloy scrap, antimonial lead scrap, 
scrap battery lead or plates, zine scrap, or zine alloy scrap, or to any 
form of tungsten scrap, tungsten carbide scrap, or tungsten alloy scrap, 
or to articles of lead, lead alloy, antimonial lead, zinc, or zine alloy, 
or to articles of tungsten, tungsten carbide, or tungsten alloy, imported 
for remanufacture by melting. 


GENERAL STATEMENT 


The temporary suspension of the duties and import taxes on im- 
ports of scrap metal provided under present law through June 30, 
1957, makes free of duty imports of metal scrap including such prin- 
cipal types of scrap.as iron and steel, aluminum, magnesium, nickel, 
and nickel alloys. Your committee’s bill would continue this situa- 
tion through June 30, 1958. The suspension of dutiés and taxes as 
provided under present law and its proposed extension under your 
committee’s bill are of no significance with respect to the tariff treat- 
ment of imports of tin’ and tinplate scrap, because imports of such 
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scrap, along with imports of tin in other unmanufactured forms, 
would not be subject to duty or import taxes in any case. 

Section 2 of the bill provides that the amendment made by the 
first section of the bill shall not be construed to affect in any way the 
application of Public Law 38, 82d Congress, to copper scrap. The 
effect of this provision is to make Public Law 38 apply in case any 
conflict should arise between that law and this bill, if enacted into law. 
Thus, if, pursuant to the provisions of Public Law 38, the suspension 
from tax provided by such law is revoked, copper scrap could not be 
imported free of import tax by reason of the enactment of this bill. 

Scrap of the various nonferrous metals, whether imported or of 
domestic origin, may be-considered for most purposes simply as 
relatively small components in the total United States dentine of 
the respective metals, although some manufacturers depend wholly on 
metal scrap as a source of raw material. The relation of iron and 
steel scrap to the total supplies of iron and steel is somewhat different 
from that existing with respect to nonferrous metals. This is because 
the economical production of steel by the open-hearth process requires 
that part of the iron-bearing materials used consist of heavy meltin 
scrap. Thus, much iron and steel serap constitutes a materia 
important to the domestic production of steel. Despite the fact that 
imports of scrap metals have not in the past few years constituted 
important components of the total supplies of the various metals, the 
imports in some cases have represented important sources of the 
metals for limited numbers of consumers of such metals in some 
sections of the country. 

The rates of duty on the principal types of ferrous and nonferrous 
metal scrap, the suspension of which would be continued by the bill, 
are shown in the following table: 


Type of Scrap Paragraph Rate of duty Sec. 4541, Internal Revenue 
No. Code, rate of import tax 
Iron and steel_.............. 301 | 37% cents per long ton plus addi- | None. 
tional duties on alloy content. 
a ncaecinaidiaaiii 374 | 1% cents per pound............... None. 
OORT Bs iol scclceecnt 5008 F PiGGi i. A eal he 2 cents per pound on the 
copper content. 
idiot heatkenecetateene. TOE P Wc dncorngunpesdssnantceunpanel 2 cents per pound on the 
copper content, 
Senet eae 375 | 17% cents per pound.-._........... None. 
Nickel and nickel alloy. .... 5 or 389 | 1144 percent ad valorem or 1% | None. 
cents per pound. 
Tin and tin plate........... FOG TF ee cenanceseuppslepensesinaee None. 


| 


1 The import tax imposed under sec. 4541, Internal Revenue Code of 1954, on certain copper-bearing 
articles, including metal scrap containing copper, is also suspended under Public Law 38, Cong., as 
amended. Public Law 38, as amended, eS on June 30, 1958, or earlier if the average market price of 
eT copper (delivered Connecticut Valley) for any 1 calendar month has been below 24 cents per 
pound. 


Relaying and rerolling rails would, in the absence of this legislation 
be dutiable at the rate of one-twentieth cent per pound plus additional 
duties on alloy content under paragraphs 305 and 322 of the Tariff 
Act of 1930, as modified. Other metal articles not considered scrap 
within the meaning of the tariff classifications but imported to be 
used in remanufacture by melting are also exempt from duty under 
Public Law 869 of the 81st Congress. Such articles would be dutiable 
in the absence of special legislation, at various rates too numerous to 
mention in this report. Data on the volume of imports of such 
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articles are not available but it is probable that in the past few years 
such imports have not been of major importance in connection with 
this special legislation. 

In reporting favorably on H. R. 4686, the Department -of Com- 
merce informed your committee that the types of metal scrap affected 
by H. R. 4686 are in short supply. Your committee also received 
favorable reports on the bill from the Departments of the Treasury, 
State, and Interior. 


LEGISLATIVE BACKGROUND 


Import duties and taxes on metal scrap were suspended from 
March 14, 1942, to June 30, 1949, inclusive, under Public Law 497, 
77th Congress, and Public Laws 384 and 613, 80th Congress. The 
import duties on metal scrap were again suspended from October 1, 
1950, to June 30, 1951, under Public Law 869, 8ist Congress. This 
suspension was extended from July 1, 1951; to the close of June 30, 
1952, by Public Law 66, 82d Congress. 

Public Law 535, also of the gad ¢ Congress, extended the suspension 
to the close of June 30, 1953, with the proviso that the act was not 
applicable to lead scrap. Public Law 221 of the 83d Congress con- 
tinued the suspension to June 30, 1954, with provision for zine scrap 
to come in under the suspension only if imported under the terms of a 
written contract entered into prior to July'1, 1953; lead serap was 
excluded from the suspension. Public Law 678 of the 83d Congress 
continued the suspension to June 30, 1955, with provision for the duty 
on zinc scrap to be suspended only in cases where such scrap was im- 
ported under the terms of a contract entered into prior to July 1, 1954. 
Public Law 66 of the 84th Congress further extended the period of 
application of Public Law 869 from July 1, 1955, to June 30, 1956, and 
continued the exclusion of lead and zine scrap from the suspension; 
unlike Public Laws 221 and 678 of the 83d Congress, Public Law 66 
did not exempt from duty imports of zine scrap purchased under 
written contracts entered into before specified dates. Public Law 
723 of the 84th Congress continues the suspension until June 30, 1957, 
of the duties and taxes only on those types of metal scrap exempted 
from duties and taxes under Public Law 869, as amended, with the 
additional exclusion from the suspension of lead scrap, lead alloy 
scrap, antimonial lead scrap, scrap battery lead or plates, zinc scrap, 
or zinc alloy scrap; or to articles of lead, lead. alloy, antimonial lead, 
zinc, or zinc alloy. Thus, enactment of H. R. 4686 would continue 
the suspension until June 30, 1958, of the duties and taxes only on 
those types of metal scrap exempted from duties and taxes under 
Public Law 723 of the 84th Congress with the additional exclusion from 
the suspension of any form of tungsten scrap, tungsten carbide scrap, 
or tungsten alloy scrap, or to articles of tungsten, tungsten carbide, 
or tungsten alloy. 

Your committee is unanimous in urging the enactment of H. R. 4686. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 
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Pusuic Law 869, 8lst ConGREss 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That the Act of March 13, 
1942 (ch. 180, 56 Stat. 171), as amended, is hereby amended to read 
as follows: 

“Sec, 1. (a) No duties or import taxes shall be levied, collected, or 
payable under the Tariff Act of 1930, as amended, or under section 
3425 of the Internal Revenue Code with respect to metal scrap, or 
relaying and rerolling rails. 

“(b) The word ‘scrap’, as used in this Act, shall mean all ferrous 
and nonferrous materials and articles, of which ferrous or nonferrous 
metal is the component material of chief value, which are second-hand 
or waste or refuse, or are obsolete, defective or damaged, and which 
are fit only to be remanufactured.” 

‘Sec. 2. Articles of which metal is the component material of chief 
value, other than ores or concentrates or crude metal, imported to be 
used in remanufacture by melting, shall be accorded entry free of 
duty and import tax, upon submission of proof, under such regula- 
tions and within such time as the Secretary of the Treasury may 
prescribe, that they have been used in remanufacture by melting: 
Provided, however, That nothing contained in the provisions of this 
section shall be construed to limit or restrict the exemption granted 
by section 1 of this Act.” 

Sec. 2. The amendment made by this Act shall be effective as to 
merchandise entered, or withdrawn from warehouse, for consumption 
on or after the day following the date of the enactment of this Act 
and before the close of June 30, [1957] 1958. It shall also be effec- 
tive as to merchandise entered, or withdrawn from warehouse, for 
consumption before the period specified where the liquidation of the 
entry or withdrawal covering the merchandise, or the exaction or 
decision relating to the rate of duty applicable to the merchandise, 
has not become final by reason of section 514, Tariff Act of 1930. 
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CHICAGOLAND COMMERCE AND INDUSTRY EXPOSITION 





Marcu 26, 1957.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. Mason, from the Committee on Ways and Means, submitted the 
following 


REPORT 


[To accompany H, R. 4803) 


The Committee on Ways and Means, to whom was referred the bill 
(H. R. 4803) to permit articles imported from foreign eountries for 
the purpose of exhibition at the Chicagoland Commerce and Industry 
Exposition, to be held at Chicago, Ill., to be admitted without payment 
of tariff, and for other purposes, having considered the same, report 
favorably thereon with an amendment and recommend that the bill 
as amended do pass. 

The amendment is as follows: 

On page 3, strike out line 19 and all that follows down through line 5 
on page 4 and insert: 


under this Act. The actual and necessary customs charges 
for labor, services, and other expenses in connection with the 
entry, examination, appraisement, release, or custody, to- 
gether with the necessary charges for salaries of customs 
officers and employees in connection with the supervision, 
custody of, and accounting for, articles imported under this 
Act, shall be reimbursed by the Chicagoland Commerce and 
Industry Exposition, Incorporated, to the United States 
under regulations to be prescribed by the Secretary of the 
Treasury. Receipts from such reimbursement shall be de- 
posited as refunds to the appropriation from which paid, in 
the manner provided for in section 524 of the Tariff Act of 
1930, as amended (19 U.S. C. see. 1524). 
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PURPOSE 


The purpose of H. R. 4803, as reported, is to permit the entry, free 
of duty, of articles imported for exhibition at the ene Com- 
merce and Industry Exposition to be held at Chicago, Ill. 


GENERAL STATEMENT 


Your committee’s bill follows the pattern of previous legislation 
enacted by the Congress in connection with various international 
exhibitions, expositions, and fairs held in the United States. 

It has long been the policy of Congress to facilitate participation of 
foreign countries in international expositions held in the United States 
by permitting articles intended for display at these expositions to -be 
entered free of import duties and charges under safeguarding regula- 
tions of the Secretary of the Treasury. 

The Chicagoland Commerce and Industry Exposition is to be held 
at Chicago, Ill., from June 28, 1957, to July 14, 1957, inclusive, under 
the auspices of the Chicagoland Commerce and Industry Exposition, 
Inc. This corporation, in the interest of attracting workers to the 
Chicagoland area to relieve an acute shortage of personnel for business 
and industry, will emphasize Chicago’s attractiveness as a place to 
locate permanently and will show its wider market for foreign products 
from worldwide manufacturers. 

H. R. 4803, as reported, provides that the imported articles shall 
not be subject to marking requirements of the general tariff laws 
except when such articles are withdrawn for consumption or use in 
the United States. Articles admitted may be lawfully sold at any time 
during or within 3 months after the close of the exposition, subject to 
such regulations for the security of the revenue and for the collection 
of import duties as the Secretary of the Treasury shall prescribe. 

Your committee is unanimous in urging the enactment of this legis- 


lation. 
O 
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LOANS TO HOMESTEADERS AND DESERT-LAND 
ENTRYMEN 


Marcu 26, 1957.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Coo.ry, from the Committee on Agriculture, submitted the 
following 


REPORT 


[To accompany H. R. 3753] 


The Committee on Agriculture, to whom was referred the bill 
(H. R. 3753) to enable the Secretary of Agriculture to extend financial 
assistance to desert-land entrymen to the same extent as such assist- 
ance is available to homestead entrymen, having considered the same, 
report favorably thereon with an amendment and recommend that 
the bill do pass. 

The amendment is as follows: 

Page 1, line 6, after the words “‘is amended” insert: 


(1) by inserting immediately after the words “Bankhead- 
Jones Farm Tenant Act, as amended” the words “Title V 
of the Housing Act of 1949, as amended,” and (2) 


STATEMENT 


The purpose of this bill is to permit the Farmer’s Home Administra- 
vion of the Department of Agriculture to extend the benefit of some of 
its existing loan programs to homesteaders, desert.and entrymen, and 
oa ager of farmlands in reclamation projects. The bill, as amended 

y the committee, would permit the Farmer’s Home Administration 
to make loans under the Bankhead-Jones Farm Tenant Act and under 
the Water Facilities Act-to-desert-land entrymen on the same terms 
as such loans are now made to homestead entrymen or those who have 
contracted for the purchase of farmlands in a reclamation project, 
and also to make rural housing loans under title V of the Housing 
Act of 1949 available to all three of these classes of purchasers of 
public lands. 
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This bill does not enlarge nor extend in any manner the basic loan 
authority contained in the acts,referred to (the Bankhead-Jones Farm 
Tenant Act, the Water Facilities Act, and title V of the Housing Act), 
All of the loans involved are real estate loans made, pursuant to the 
provisions of the respective acts, on the security of real estate mort- 
gages. Since neither homesteaders, desert-land entrymen, nor 
purchasers of lands in reclamation projects obtain legal title to the 
lands until they have performed certain acts and met certain condi- 
tions, loans of the type referred to here can be made only if it is possible 
for the Government to obtain as security for that loan such a lien on 
the contingent or conditional title held by the borrower as will permit 
it to foreclose, sell, or negotiate that contingent interest upon the 
default of the original borrower. 

Such a provision was made in the act of October 19, 1949, with 
respect to ie under the Bankhead-Jones Farm Tenant Act and the 
Water Facilities Act, and with respect to two of these classes of bor- 
rowers: homestead entrymen and purchasers of lands in reclamation 
ean This act provided that any such loans requiring security 
»y a real estate mortgage might be secured by a mortgage contract 
creating a lien against the land in favor of the United States, acting 
through the Secretary of Agriculture. The act further provided that 
in the event of default the Secretary of Agriculture ea protect the 
Government’s interest by reselling the land to any person eligible to 
make an original entry and an original loan on such land. 

The 1949 act was made ngulipable only to homestead entrymen and 
purchasers of land in reclamation projects because, at that time, there 
was relatively little demand for such loans in connection with the 
desert-land entry laws. Under these laws entry may be made on 
desert land which is part of the public domain and open for such 
settlement when the entryman demonstrates that he will be able to 
irrigate the land. One of the conditions he must meet before he 
obtains a patent to the land is to carry out the irrigation project and 
actually make water available on the land for that purpose. In some 
parts of the country there is now considerable need for such loans to 
those entering’ under these desert-land laws and there appears to be 
every reason why this type of entryman should be made eligible for 
such loans on the same basis as homestead entrymen, 

The bill as introduced was limited to the single proposition of mak- 
ing desert-land entrymen eligible for the loans described in the act of 
October 19, 1949. During the hearing on the bill, in response to ques- 
tions from the committee spokesmen for the Department of Agricul- 
ture states that the same limitations which apply to Bankhead-Jones 
loans and loans under the Water Facilities Act apply also to loans 
made by the Farmers’ Home Administration for rural housing under 
title V of the Housing Act. This act was not in existence at the time 
the hearings on the 1949 act were held by the Committee on Agricul- 
ture and it seems reasonable to suppose that, had the provisions of 
the Housing Act then been in effect, loans made thereunder would 
have been included in the authority conferred by the 1949 act. It is 
the understanding of the committee that some housing loans are now 
being made to entrymen and to purchasers of lands in reclamation 

rojects but they can be made only on the basis of an understanding 
Genanens the Secretary of Agriculture and the Secretary of the Interior 
embracing an involved procedure for protecting the Government’s 
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LOANS TO HOMESTEADERS AND DESERT-LAND ENTRYMEN 3 


interest in the loan, in the event of default, and not giving the Secre- 
tary of Agriculture a lien on the borrower’s title such as would be 
conferred by this bill. 

It is not anticipated that enactment of this bill would require any 
additional expenditure of funds for administration nor any present 
additional appropriations for loan programs, 


DEPARTMENTAL APPROVAL 


Following is the letter from the Department of Agriculture recom- 
mending favorable consideration of this measure, 


DEPARTMENT OF AGRICULTURE, 
Washington 25, D. C., March 4, 1957. 
Hon. Harotp D. Cootey, 
Chairman, House Agriculture Committee, 
House of Representatives. 


Drar ConGressMAN Cooter: This is in reply to Mrs. Downey’s 
telephone request of March 1, 1957, for a report on H. R. 3753, a 
bill to enable the Secretary of Agriculture to extend financial assistance 
to desert-land entrymen to the same extent as such assistance is avail- 
able to homestead entrymen. 

This Department recommends favorable consideration of the bill. 

This bill would amend Public Law 361, 81st Congress, to authorize 
the Secretary of Agriculture to make loans under the Bankhead-Jones 
Farm Tenant Act, as amended, and the act of August 28, 1937, as 
amended, known as the Water Facilities Act, to persons who are 
acquiring farms by means of desert-land entries to the same extent 
as loans are made to homestead entrymen under these statutes. 

Public land is being made available in Western States for entry 
under the desert-land laws where water supplies may be developed 
for irrigation. Persons who are making desert-land entries do not 
secure patents to the land until they have spent certain specified sums 
for land clearing and installing irrigation works serving the land en- 
tered, as required by desert-land laws. The failure of an entryman 
to comply with desert-land requirements is cause for the entry to be 
canceled by the Secretary of the Interior. Until the land is patented 
to the entryman, a mortgage on such land has practically no value 
as security for a loan that can be made under existing authorities. 

Many of the entrymen apply to the Farmers’ Home Administration 
for credit to install irrigation facilities and otherwise to develop and 
improve their farms. The Farmers’ Home Administration has not 
been able to serve any of these applicants under the farm ownership 
program and has made soil and water conservation loans to a limited 
number of those who were able to give mortgages on property other 
than their desert entry. 

This bill, if enacted, would permit the Secretary of Agriculture to 
obtain a valid mortgage on entered desert land prior to the issuance of 
a patent to the desert-land entryman, thereby permitting the Depart- 
ment of Agriculture to extend financial assistance to more of these 
entrymen. 
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This bill would not require any additional appropriation at this time, 
Available direct and insured loan funds would be adequate to permit 
loans to be made under the amendment, and the administrative 
expense funds would absorb the cost of making, insuring, and servic- 
ing such loans. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report. 

Sincerely yours, 


True D. Morse. 
CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, 
introduced, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed i is shown in roman): 


ACT OF OCTOBER 19, 1949 


To enable the Secretary of Agriculture to extend financial assistance to homestead 
entrymen, and for other purposes 

Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, Thtat the Secretary of 
Agriculture is authorized to make a loan or loans for any purpose 
authorized by and in accordance with the terms of the Bankhead-Jones 
Farm Tenant Act, as amended, Title V of the Housing Act of 1949, as 
amended, of the Act of August 28, 1937, as amended, to any person 
eligible for assistance under said Acts who has made or makes a 
[homestead entry] homestead or desert-land entry on public land or who 
has contracted for or contracts for the purchase of other land of the 
United States in a reclamation project pursuant to the applicable 
provisions of the homestead and reclamation laws. Any such loans 
required by the Secretary of Agriculture or by law to be secured by a 
real-estate mortgage may be secured by a mortgage contract which 
shall create a lien against the land in favor of the United States 
acting through the Secretary of Agriculture and any patent thereafter 
issued shall recite the existence of such lien. The first installment 
for the repayment of any such loan or any other loan made under the 
Bankhead-Jones Farm Tenant Act, as amended, or the Act of August 
28, 1937, as amended, to the owner of a newly irrigated farm in a 
reclamation project, or to an entryman under the desert-land laws, 
may be deferred for a period of not to exceed two years from the date 
of the first advance under such loan. 
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SETTLEMENT OF CLAIMS OF MILITARY AND CIVILIAN 
PERSONNEL OF THE COAST GUARD 





Marcn 26, 1957.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. Lang, from the Committee on the Judiciary, submitted the follow- 
ing 


REPORT 


[To accompany H. R. 3820] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 3820) to amend section 490 of title 14, United States Code 
relating to the settlement of claims of military and civilian personnel 
of the Coast Guard, and for other purposes, having considered the 
same, report favorably thereon without amendment and recommend 
that the bill do pass. 

PURPOSE 


The purpose of the proposed legislation is to give the Secretary of 
the Treasury the same authority to settle claims of Coast Guard 
military and civilian personnel as is now held by the Secretaries of 
the military departments with respect to similar claims in their 
departments. 

STATEMENT 


The amendments proposed in H. R. 3820 were contained in an 
executive communication transmitted to the Speaker of the House 
by the Secretary of the Treasury. In that communication the Secre- 
tary recommended that the Congress amend section 490 of title 14 
of the United States Code so that the Secretary of the Treasury 
would have the same authority as to the Coast Guard as that now 
possessed by the Secretaries of the military departments for the 
settlement of claims of military and civilian personnel. 

Prior to the enactment of title 14 into positive law on August 4, 
1949, the Military Personnel Claims Act was applicable to the Coast 
Guard. Section 490 of the codified title was based upon the Military 
Personnel Claims Act, and it was intended to have an equivalent 
effect as to Coast Guard Personnel. The Military Personnel Claims 
Act was amended by the acts of July 3, 1952 (66 Stat, 321), August 
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1, 1953 (67 Stat. 317), and June 7, 1956 (70 Stat. 255). The amend- 
ments proposed in H. R. 3820 would amend section 490 of title 14 ip 
the same way that the Military Personnel Claims Act of 1945 hag 
been amended. 

The proposed legislation would establish a limit of $6,500 on claims 
paid under section 490. Also, the addition of a new subsection to 
section 490 would authorize the Secretary of the Treasury to settle 
claims made by survivors of personnel whether or not the incident 
giving rise to the claims occurred simultaneously with or subsequent 
to the death of such personnel. The proposed legislation would also 
provide that the time allowed for filing claims would be extended 
from 1 to 2 years, and this is the time limit now applicable to the 
other Services. H. R. 3820 also provides that claimants are to be 
given a period of 1 year from the time of enactment to file new claims 
under section 490, as amended, and claims previously disapproved 
for not being filed within the specified time may be presented for 
reconsideration within that same period. 

Section 490 of title 14 now provides that the time limitation for the 
filing of claims may be waived if a war intervenes between the time 
of occurrence giving rise to the claim and the end of the time for filing 
claims. H. R. 3820 would amend the section to provide a similar 
waiver if an “armed conflict” should occur during that period. This 
committee recognizes that this additional language is necessary be- 
cause of situations analorous to the Korean conflict. Such conflicts 
might not be a “war” in a full technical sense, and yet a realistic 
approach to the situation would require that the waiver provisions 
should be made applicable. The amendment would further provide 
that the dates of commencement and termination of the armed con- 
flict is to be established by a concurrent resolution of the Congress or 
by the determination of the President. 

This committee has carefully studied the recommendations of the 
Treasury Department, and agrees that the amendments proposed in 
H. R. 3820 are meritorious. Therefore the committee recommends 
that the bill be favorably considered. 

The communication of the Treasury Department is as follows: 


Treasury DEPARTMENT, 
Washington, January 18, 1957. 
The SpreaKER oF THE Houss& oF REPRESENTATIVES. 

Sir: There is transmitted herewith a draft of a proposed bill to 
amend section 490 of title 14, United States Code, relating to the 
settlement of claims of military and civilian personnel of the Coast 
Guard, and for other purposes. 

The purpose of this proposed legislation is to give the Secretary of 
the Treasury the same authority to settle claims of Coast Guard mili- 
tary and civilian personnel as is now held by the Secretaries of the 
military departments with respect to similar claims in their depart- 
ments. 

Section 490 of title 14, United States Code, is based on the Military 
Personnel Claims Act of 1945, now codified in section 2732 of title 10, 
United States Code. Prior to the enactment of title 14 into positive 
law on August 4, 1949, the Military Personnel Claims Act was appli- 
cable to the Coast Guard. The 1945 act was amended by the acts 
of July 3, 1952 (66 Stat. 321), August 1, 1953 (67 Stat. 317), and 
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June 7, 1956 (70 Stat. 255). This proposed bill would amend section 
490 in the same way that the Military Personnel Claims Act of 1945 
has been amended. 

‘The proposed legislation would establish a limit of $6,500 on claims 
paid under section 490. Also, the addition of a new subsection to 
section 490 would authorize the Secretary of the Treasury to settle 
claims made by survivors of personnel whether or not the incident 
giving r.se to the claims occurred simultaneously with or subsequent 
to the death of such personnel. Moreover, the proposed legislation 
would change the time allowed for filing claims from 1 year to 2 years, 
which is the time limit now epplicable to the other services. Finally, 
the proposal would suspend for 1 year all time limitations on filing 
of such claims to allow for the consideration of new claims arising 
under section 490, as amended, and for the reconsideration of claims 
previously disapproved as not having been filed within the legal time. 
Similar bills, without the $6,500 limitation, were introduced in the 
84th Congress as 5S, 1302 and H. R. 3661. 

It would be appreciated if you would lay the proposed bill before 
the House of Representatives. A similar proposed bill has been 
transmitted to the President of the Senate. 

The Department has been advised by the Bureau of the Budget 
that there is no objection to the submission of this proposed legislation 
to the Congress. 

Very truly yours, 
Davin W. KenpaAtt, 
Acting Secretary of the Treasury. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 (2) of rule XIII of the Rules of the 
House of Representatives, there is printed below in roman the existing 
law in which no change is proposed, with the matter which is proposed 
to be stricken out enclosed in black brackets, and. the new matter 
proposed to be added shown in italics. 


‘ITLE 14, Unirep States CopsE 
- ; 


§ 490. Settlement of claims of military and civilian personnel. 

(a) The Secretary, and such other officer as he designates for such 
purposes and under regulations prescribed by him, may consider, 
ascertain, adjust, determine, settle, and pay any claim not in excess of 
$6,500 against the United States, including claims not heretofore 
satisfied arising on or after December 7, 1939, of military personnel 
and civilian employees of the Coast Guard, when such claim is sub- 
stantiated, and the property determined to be reasonable, useful, 
necessary or proper under the attendant circumstances, in such manner 
as the Secretary may by regulations prescribe, for damage to or loss, 
destruction, capture, or abandonment of personal property occurring 
incident to their service, or to replace such ean property in kind, 
if the damage to or loss, destruction, capture, or abandonment of 
property shall not have been caused in whole or in part by any negli- 
gence or wrongful act on the part of the claimant, his agent, or em- 
ployee, and shall not have occurred at quarters occupied by the 
claimant within the continental United States, excluding Alaska, 
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which are not assigned to him or otherwise provided in kind by the 
Government. 

(b) In the event of the death of any person among the military personnel 
or civilian employees enumerated in subsection (a), the Secretary may 
consider, ascertain, adjust, determine, settle and pay any claim, otherwise 
cognizable under this section, presented by the survivor of such person for 
damage to or loss, destruction, capture, or abandonment of the personal 
property of such person, regardless of whether such damage, loss, destruc- 
tion, capture, or abandonment occurred concurrently with or subsequent 
to such death. For the purposes of this section, the term “survivor” 
means surviving spouse, child or children, parent or parents, or brothers 
or sisters or both, of the decedent, and claims by survwwors shall be settled 
and paid in that order of precedence. 

[b] (c) No claim shall be settled under this section unless pre- 
sented in writing within [one year] two years after the accident or 
incident out of which such claim arises [shall have] has occurred; if 
such accident or incident occurs in time of war [,,] or in time of armed 
conflict in which the Armed Forces of the United States are engaged, or 
if war or such armed conflict intervenes within [one year] iwo years 
after its occurrence, any claim may, on good cause shown, be presented 
within [one year] two years after [termination of the war.] such good 
cause ceases to exist, but not later than two years after peace is established 
or such armed conflict terminates. The dates of commencement and 
termination of an armed conflict for the purpose of this subsection shall 
be as established by concurrent resolution of the Congress or by determina- 
tion of the President. 

[c] (d) Any such settlement made by the Secretary, or his designee, 
under the authority of this section and such regulations as he may 
prescribe hereunder, shall be final and conclusive for all purposes, 
notwithstanding any other provision of law to the contrary. 

[d] (e) Such appropriations as may be required for the settlement 
of claims under the provisions of this section are authorized. Coast 
Guard appropriations shall be available for the settlement of claims 
by the Secretary or his designee under the provisions of this section. 
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SETTLEMENT OF CLAIMS INCIDENT TO ACTIVITIES 
OF THE COAST GUARD 


Marcu 26, 1957.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. Lane, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. R. 4370] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 4370) to amend section 645 of title 14, United States Code, 
relative to the settlement of claims incident to activities of the Coast 
Guard, and for other purposes, having considered the same, report 
favorably thereon without amendment and recommend that the bill 
do pass. 

PURPOSE 


The purpose of the proposed legislation is to amend section 645 of 
title 14 of the United States Code so that the substantive provisions 
of the section concerning the settlement of claims incident to Coast 
Guard activities will be uniform with the provisions of section 2733 
of title 10 of the United States Code as they relate to similar claims 
involving the other armed services. 


STATEMENT 


The proposed amendments were contained in an executive communi- 
cation directed to the Speaker of the House by the Treasury Depart- 
ment. This committee has carefully considered the matter, and joins 
in the recommendation of the Treasury Department that the bill be 
considered favorably. 

The amendments proposed in H. R. 4370 are similar to those which 
were contained in a bill concerning provisions of law relating to the 
settlement of claims incident to the activities of the other armed 
services which was favorably reported by this committee during the 
84th Congress. That bill, H. R. 3557 of the 84th Congress, 1st session, 
was the subject of House Report No. 288. It passed the House and 
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Senate, and became Public Law 446 of the 84th Congress. The 
amendments made by that law have given rise to the necessity for the 
amendments to section 645 of title 14 which are now embodied in this 
bill H.R. 4370. 

The provisions of section 645 of title 14 presently provide that claims 
settled under the section must be presented in writing within 1 year 
of the occurrence of the accident or incident giving rise to the claim 
unless the claim is based upon an accident or incident occurring during 
& war or a war intervenes within a year of the accident or incident. 
In the event that the case falls within the exception relating to the 
war, the claim may, on good cause shown, be presented within 1 year 
after the war is terminated. H. R. 4370 provides that the limitation 
period would be increased from 1 to 2 years. Section 2733 of title 10, 
as modified by the effect of a savings clause in the law codifying that 
title, provides that the limitation period for similar claims based upon 
the activities of the other Armed Forces shall be 2 years. This com- 
mittee agrees that the law relating to the Coast Guard should be 
amended so that the laws relating to these categories of claims will 
have uniform effect. 

H. R. 4370 would also expand the definition of ‘war’ as contained 
in section 645 of title 14 so as to include a period of armed conflict. 
This committee recognizes that this change is necessary because of 
situations which might be analogous to the Korean conflict. Such a 
conflict might not constitute a ‘“‘war’” within the technical sense that 
was used in the statute. Among the claims which might be included 
under the section are those incident to maneuvers. An armed conflict 
might prevent the claim from being presented within the period speci- 
fied, but the claimant might be faced with a situation in which a 
technical state of war did not exist so that he could take advantage 
of the exception in the limitation provisions which only relate to war 
in that technical sense. 

Section 645 now provides that the claim which comes within the 
exception relating to war may be filed within 1 year after “the war is 
terminated.” It is of course necessary to conform this provision to 
the new language relating to an exception for an armed conflict. 
Therefore it is provided that the period begins to run after “peace is 
established, or such armed conflict terminates.” It is further pro- 
vided that the commencement and termination of an armed conflict 
for the purpose of the section would be established by a concurrent 
resolution of the Congress, or by the determination of the President. 

Subsection (a) of section 645 presently contains language which 
limits the recovery on account of personal injury or death to an 
amount which includes only reasonable medical, hospital, and burial 
expenses actually incurred. In order to broaden the provisions of 
section 645 so as to include loss of earnings, diminished earning 
capacity, permanent injury, pain and suffering, and death benefits, 
H. R. 4370 provides that limiting language be deleted from the 
section. This amendment is not made retroactive for section 3 
of the bill provides that this amendment to subsection (a) of section 
645 shall be effective only as to those claims filed after the effective 
date of the law. 

This committee agrees that the amendments contained in H. R. 
4370 are necessary, and therefore recommends that the bill be con- 
sidered favorably. 

The communication of the Treasury Department is as follows: 
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Treasury DEPARTMENT, 
Washington, January 23, 1957. 
The SPEAKER OF THE House or REPRESENTATIVES. 


Str: There is transmitted herewith a draft of a proposed bill, to 
amend section 645 of title 14, United States Code, relating to the 
settlement of claims incident to activities of the Coast Guard, and 
for other purposes. 

Section 645 of title 14, United States Code, provides for the settle- 
ment of certain claims against the Goast Guard. The act of July 3, 
1943 (ch. 189, 57 Stat. 372), as amended, now codified as section 2733 
of title 10, United States Code, provides for the settlement of similar 
claims against the other armed services, that is, claims for damage 
to or loss or destruction of property or personal injury or death caused 
by negligent or wrongful act or omission of military personnel or 
civilian employees of the service concerned while acting within the 
scope of their employment or otherwise incident to noncombat ac- 
tivities. The act of July 3, 1943, was formerly applicable to the 
Coast Guard (act of December 28, 1945, 59 Stat. 662, as amended 
by the act of March 20, 1946, 60 Stat. 56). However, when title 14, 
United States Code, was enacted into positive law by the act of 
August 4, 1949 (63 Stat. 495), the applicability of the act of July 3 
1943, to the Coast Guard was repealed and section 645 was enacted 
to provide for the settlement of claims against the Goast Guard 
formerly settled under the act of July 3, 1943. For the sake of uni- 
formity the provisions of section 645 should be parallel with those 
of the act of July 3, 1943. 

The purpose of this proposed legislation is to amend section 645 of 
title 14, United States Code, in the same manner as the act of July 3, 
1943, as amended, was further amended by Public Law 446, 84th 
Congress (70 Stat. 60). Public Law 446 amended the act of July 3, 
1943, so as to (1) provide a statute of limitations of 2 years rather dias 
1 year, in accordance with other similar statutes, (2) to amend the 
definition of “‘war’’ so as to include a period of armed conflict, and, (3) 
to broaden the act to include loss of earnings, diminished earning 
capacity, permanent injury, pain and suffering, and death benefits. 
Under the act of July 3, 1943, the amount of a claim for personal 
injury or death was formerly limited to ‘reasonable medical, hospital, 
and burial expenses, actually incurred * * *.” 

It would be appreciated if you would lay the proposed bill before the 
House of Representatives. A similar proposed bill has been trans- 
mitted to the President of the Senate. 

The Department has been advised by the Bureau of the Budget 
that there is no objection to the submission of this proposed legislation 
to the Congress. 

Very truly yours, 
Davin W. Kenpatu, 
Acting Secretary of the Treasury. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 (2) of rule XIII of the Rules of the 
House of Representatives, there is printed below in roman the existin 
law in which no change is proposed, with the matter which is exupoeed 
to be stricken out didi black brackets, and the new matter pro- 
posed to be added shown in italics. 
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Titte 14, Untrep States Copr 
’ 


§ 645. Settlement of claims incident to activities of the Coast Guard, 

(a) The Secretary and, subject to appeal to the Secretary, such other 
officer as he may designate for such purposes and under regulations 
prescribed by him, may consider, ascertain, adjust, determine, settle, 
and pay in an amount not in excess of $1 ‘000, where ace epted by a 
claimant in full satisfaction and final settlement, any claim against 
the United States arising on or after May 27, 1941, when such claim 
is substantiated in such a manner as the Secretary may by regulations 
prescribe, for damage to or loss or destruction of property, real or 
personal, or for personal injury or death, caused by military personnel 
or civilian employees of the Coast Guard while acting within the 
scope of their employment (excluding claims cognizable under sec- 
tions 1346 (b) and 2401 (b), and chapter 171, of Title 28), or otherwise 
incident to noncombat activities of the Coast Guard, including 
claims for damage to or loss or destruction by criminal acts of regis- 
tered or insured mail while in the possession of Coast Guard authori- 
ties, claims for damage to or loss or destruction of personal property 
bailed to the Government, and claims for damages to real property 
incident to the use and occupancy thereof, w hether under a lease, 
express or implied, or otherwise. The provisions of this section shall 
not apply to claims for personal injury or death of military personnel 
or civilian employees of the Coast Guard if such injury or death occurs 
incident to their services. The provisions of this section shall not 
apply where the damage to or loss or destruction of property, or the 
personal injury or death, has been caused in whole or in part by ay 
negligence or wrongful act on the part of the claimant, his agent, 
employee. [The amount allowed on account of personal injury or 
death shall be limited to reasonable medical, hospital, and burial 
expenses actually incurred, except that] No payment shall be made 
to any claimant in reimbursement for medical or hospital services 
furnished at the expense of the United States nor, in the case of burial, 
of such portion of the expense thereof, as may be otherwise paid by the 
United States. 

(b) No claim shall be settled under this section unless presented in 
writing within [one year] two years after the occurrence of the acci- 
dent or incident out of which such claim arises unless it occurs in time 
of war or arm d conflict, or war or armed conflict intervenes within 
[one year] two years after its occurrence, in which event any claim 
may on good cause shown be presented within [one year] two years 
after [the war is terminated] peace is established or such armed con- 
flict terminates. The dates of commencement and termination of an 
armed conflict for the pur pose of this section shall be established by con- 
current resolution of the Congress or by determination of the President. 

‘c) Any such settlement made by the Secretary, or his designee, 
under the authority of this section and such regulations as he may 
prescribe hereunder, shall be final and conclusive for all purposes, not- 
withstanding any other provisions of law to the contrary. 

(d) Such appropriations as may be required for the ‘settlement of 
elaims under the provisions of this section are authorized. Coast 
Guard appropriations shall be available for the settlement of claims 
by the Secretary or his designee under the provisions of this section. 
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AMENDING TITLE 10, UNITED STATES CODE, TO AUTH- 
ORIZE THE SECRETARY OF THE ARMY TO FURNISH 
HERALDIC SERVICES 





Marcu 27, 1957.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Price, from the Committee on Armed Services, submitted the 
following 


REPORT 


[To accompany H. R. 896] 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 896), to provide for the performance of heraldic services for 
the United States by the Quartermaster General, having considered 
the same, report favorably thereon with amendment and recommend 
that the bill, as amended, do pass. 

The amendment is as follows: 

Strike all after the enacting clause and insert the following: 


That chapter 437 of title 10, United States Code, is amended— 
(1) by adding the following new section at the end thereof: 


“§ 4594. Furnishing of heraldic services. 


“(a) Under regulations to be prescribed by the Secretary of the Army, an 
authority designated by him may, upon the request of, and subject to approval 
by, the Secretary of another military department, design flags, insignia, badges, 
medals, seals, decorations, guidons, streamers, final pieces for flagstaffs, buttons, 
buckles, awards, trophies, marks, emblems, rosettes, scrolls, braids, ribbons, 
knots, tabs cords, and similar items for the requesting department. 

“(b) Upon request the Secretary of the Army may advise other departments 
and agencies of the United States on matters of heraldry. 

“(c) The Secretary of the Army may prescribe regulations providing for reim- 
bursement for services furnished under this section.”’; and 

(2) by adding the following new item at the end of the analysis: 


“4594. Furnishing of heraldic services.” 


Sec. 2. This Act takes effect on the first day of the first month after the montb 
in which it is enacted. 


Amend the title to read as follows: 


A bill to amend title 10, United States Code, to authorize the Secretary of the 
Army to furnish heraldic services 


86006 











2 AMENDING TITLE 10, UNITED STATES CODE 


PURPOSE OF THE BILL 


The purpose of the bill is to require the Quartermaster General of 
the Army to design and procure all flags, colors, standards, insignia, 
badges, medals, seals, decorations, guidons, streamers, finial pieces 
for flagstaffs, decorative buttons and buckles, awards, trophies, 
marks, emblems, rosettes, distinctive markings, scrolls, braids, rib- 
bons, knots, tabs, cords, and similar items used or required by any 
department, agency, or office of the United States. 


EXPLANTAION OF THE BILL 


At the present time the Quartermaster General furnishes, without 
specific statutory authority, heraldic services and technical informa- 
tion to agencies and departments both within and without the Depart- 
ment of Defense. Personnel in this office are considered to be among 
the foremost authorities on heraldry within the United States. It is 
the only heraldic service of any consequence in the Government. 


COMMITTEE AMENDMENT 


As introduced the bill did not amend or repeal existing law, how- 
ever, the committee struck all after the enacting clause and inserted 
new language proposed by the Department of Defense, which adds 
a new section 4594 to chapter 437, title 10, United States Code. 

The Department believes that it would be desirable to have specific 
statutory authority for the furnishing to agencies both within and 
without the Department of Defense of services and technical informa- 
tion pertaining to heraldry that is now being furnished by the Quarter- 
master General. However, it was believed that it would be more 
appropriate to place the statutory authority in that regard in the head 
of a department rather than in a particular subordinate officer, such 
as the Quartermaster General. 

The bill would require one of the military departments to design 
and procure all devices in certain general broad categories (not relat- 
ing to devices of a heraldic nature) for all departments, agencies, or 
offices of the Government. It is not believed that the procurement 
responsibility of a military department should be enlarged to that 
extent. Also the designing of devices for another governmental 
agency should be limited to an advisory function in the field of 
heraldry. As has been stated, the Quartermastey General is already 
performing heraldic services and furnishing téchnical information 
without specific statutory authority, and the bill, as amended, would, 
in effect, merely give the department legal authority to do that which 
is already being done. 


COMMITTEE RECOMMENDATIONS 


The bill was ordered favorably reported without objection, a 
quorum being present. 


COST AND BUDGET DATA 


The enactment of the bill will result in no increased cost to the 
Government. 
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DEPARTMENT RECOMMENDATIONS 


The Department of Defense opposed enactment of the original bill 
and proposed the amendment adopted by the committee. As 
amended the Department favors enactment of the bill and no objec- 
tion is interposed by the Bureau of the Budget. 

The Department letter on the original proposal follows: 


DEPARTMENT OF THE ARMY, 
Washington 25, D. C., March 18, 1957. 
Hon. Cart Vinson, 


Chairman, Committee on Armed Services, 
House of Representatives. 


Dear Mr. Cuarrman: Reference is made to your request to the 
Secretary of Defense for the views of the Department of Defense with 
respect to H. R. 896, 85th Congress, a bill to provide for the per- 
formance of heraldic services for the United States by the Quarter- 
master General. The Secretary of Defense has delegated to the 
Department of the Army the responsibility for expressing the views 
of the Department of Defense thereon. 

The purpose of the bill is to require the Quartermaster General of 
the Army to design and procure all flags, colors, standards, insignia, 
badges, medals, seals, decorative buttons and buckles, streamers, 
finial pieces for flagstaffs, awards, trophies, marks, emblems, rosettes, 
distinctive markings, scrolls, braids, ribbons, knots, tabs, cords, and 
similar items used or required by any department, agency, or office 
of the United States. The bill also authorizes the Quartermaster 
General to issue such regulations as may be necessary to carry out 
the provisions of this bill. 

At the present time the Quartermaster General furnishes, without 
specific statutory authority, heraldic services and technical informa- 
tion to agencies and departments both within and outside the Depart- 
ment of Defense, and is constantly called upon by private citizens, 
organizations, and foreign governments for information in this field. 
Personnel in his office are considered to be among the foremost 
authorities on heraldry within the United States. It is the only 
heraldic center of any consequence in the Government. 

It would be desirable to have specific statutory authority for 
the furnishing to agencies both within and without the Department 
of Defense of services and technical information pertaining to heraldry 
that is now being furnished by the Quartermaster General. It would 
be more appropriate to place the statutory authority in that regard in 
the head of a department rather than in a particular subordinate 
officer such as the Quartermaster General. 

However, the effect of H. R. 896 would be much broader than the 
accomplishment of those limited objectives. It would require one of 
the military departments to design and to procure all devices in certain 
broad general categories (not limited to devices of a strictly heraldic 
nature) for all departments, agencies, or offices of the Government. 
It is not believed that the procurement responsibilities of a military 
department should be enlarged to that extent. Also the designing of 
devices for another governmental agency should be limited to an 
advisory function in the field of heraldry. Accordingly, the Depart- 
ment of the Army, on behalf of the Department of Defense, is opposed 
to H. R. 896 in its present form. 
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The fiscal effects of this legislation are not definitely ascertainable 
but it is not felt that enactment thereof would result in anv appreciable 
increase in the budgetary requirements for the Department of Defense, 

This report has been coordinated within the Department of Defense 
in accordance with procedures prescribed by the Secretary of Defense. 


The Bureau of the Budget advises that there is no objection to the 
submission of this report. 


Sincerely yours, 
Wivper M. Brocker, 
Secretary of the Army. 
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APPLICATION FOR SOCIAL SECURITY ACT DISABILITY 
DETERMINATION 


Marcu 27, 1957.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Cooper, from the Committee on Ways and Means, submitted 
the following 


REPORT 


{To accompany H. R. 6191] 


The Committee on Ways and Means, to whom was referred the 
bill (H. R. 6191) to amend title II of the Social Security Act, as 
amended, to extend the period during which an application for a 
disability determination is granted full retroactivity, and for other 
purposes, having considered the same, report favorably thereon with 
an amendment and recommend that the bill as amended do pass. 

The amendment is as follows: 

After line 6, insert the following: 


Sec. 2. (a) Section 224 (e) of the Social Security Act is 
amended by adding at the end thereof the following new 
sentence: “For purposes of this section, the term ‘periodic 
benefit’ does not indude compensation paid to any individual 
under laws administered by the Veterans’ Administration on 
account of such individual’s service-connected disability.” 

(b) The amendment made by subsection (a) shall apply 
only with respect to monthly benefits under title II of the 
Social Security Act for months after June 1957. 


PURPOSE 


H. R. 6191 would amend title II of the Social Security Act, as 
amended in 1956, to (1) extend for 1 year (through June 30, 1958) the 
period within which an application may be filed to establish a period 
of disability without being subject to the limitation that a period of 
disability cannot begin more than a year before the application is 
filed; and (2) make the present offset provision (under which dis- 
ability insurance benefits must be reduced by the amount of any 
periodic disability payments received under another Federal program 
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or State workmen’s compensation law) inapplicable to disability com- 
pensation received by any veteran on account of his service-connected 
disability. 

SUMMARY OF PROVISIONS 


1. Postponement of deadline for filing applications for the preservation 
of benefit rights of disabled persons 

Under a provision enacted in 1954 to preserve the old-age and 
survivors’ insurance rights of disabled persons, an individual’s “social- 
security earnings rec ord can be frozen during a period of extended tota! 
disability so that his inability to work during such period of disability 
will not result in a reduction in, or a loss of his old-age, survivors’ and 
disability insurance benefit rights. In its report on the bill that 
became the Social Security Amendments of 1954 (H. Rept. 1698, 
83d Cong.), your committee expressed the view that the advantages 
of this disability freeze provision should be made available to persons 
totally disabled for some time before the enactment of the amend- 
ments as well as to persons who become disabled in the future. To 
this end, a provision was included in the 1954 amendments under 
which an individual who has been continuously disabled for a number 
of years could preserve his rights under the old-age and survivors’ 
insurance ra if he filed an application for the disability freeze 
before July 1, 1957. Under this provision, rights can be preserved 
for an individual who became disabled as long ago as October 1941. 

It is now clear that many people who have been disabled for some 
time and who would be eli ‘ble for the freeze will not make the neces- 
sary application before rm of this year because they are not aware 
of the existence of the freeze provisions. While this is understand- 
able in view of the newness of the disability features of the old-age 
and survivors insurance program, your committee is concerned that 
many persons who became disabled some time ago will, if they fail 
to file applications before July 1, 1957, lose all their protection under 
the old-age and survivors insurance program—retirement and sur- 
vivor, as well as disability protection. Your committee believes 
that it is only fair to give workers now disabled a further opportunity 
to avoid loss of these valuable rights by extending through June 30, 
1958, the period for filing an application which will make the freeze 
effective for eligible workers for the entire period of their total dis- 
ability. 

Social-security disability benefit not to be reduced on account of 

veterans’ compensation 

Your committee has also given further consideration to the provi- 
sion, included in the Social Security Amendments of 1956, which 
requires that the monthly disability insurance benefits (which first 
become payable after June 1957) under the old-age, survivors, and 
disability insurance program be reduced by the amount of any periodic 
disability payments that an individual receives under another Federal 
program or under a State workmen’s compensation law. This offset 
provision is designed to avoid duplication or unwarranted pyramiding 
of disability benefits. Your committee believes, however, that the 
purpose of veterans’ compensation is such as to justify disregard of 
that compensation in the determination of rights to disability insur- 
ance benefits under the social-security program. 
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Your committee believes that persons who are receiving compensa- 
tion for disability incurred or aggravated as a result of service to their 
country in its Armed Forces should not be required to give up all or 
part of the disability insurance benefits which they may have earned 
under the contributory social-security program. Your committee’s 
bill would amend the offset provision in the Social Security Act so 
that the disability insurance benefits payable under the old-age, 
survivors, and disability insurance program will not be reduced by 
the amount of veterans’ compensation payments received on account 
of a service-connected disability. 

The amendment of your committee would add a new sentence to 
section 224 (e) of the Social Security Act to provide that the term 
‘periodic benefit’? does not include disability compensation paid to 
any individual under laws administered by the Veterans’ Administra- 
tion on account of such individuals’ service-connected disability. 
For purposes of this amendment, it is intended that the term ‘‘com- 

ensation’”’ shall include only payments made under laws administered 
by the Veterans’ Administration to a disabled veteran, who served in 
time of war or peace, by reason of his own service-connected disability 
(including additional compensation payable under Public Law 877, 
80th Cong.), but shall not include emergency officers’ retirement 
pay. The amendment would be applicable only with respect to 
monthly benefits under title II of the Social Security Act for months 
after June 1957. 


3. Applications for disability insurance benefits 

The Social Security Amendments of 1956 provided for disability 
insurance benefits. Under the amendments, except in the case of 
applications filed before January 1958, disability insurance benefits 
will not be paid for months before the month in which application is 
filed. While H. R. 6191 extends for 1 year the time for filing for a 
freeze of periods of disability, it does not change the provision relating 
to retroactive payment of disability insurance benefits. 

Your committee, however, requested the Department of Health, 
Education, and Welfare to report back to it by March 1, 1958, on the 
extent to which individuals filing applications for disability-insurance 
benefits after December of this year may have lost benefits by reason 
of not having applied earlier. Your committee can then determine, 
on the basis of this information, what, if any, action should be taken 
with respect to payment of disability insurance benefits for months 
prior to the month in which application for such benefits is filed. 

Your committee is unanimous in recommending enactment of this 
legislation. 

CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as 
introduced, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
Jaw in which no change is proposed is shown in roman): 


23009°—58 H. Rept. §5-1, vol. 1——78 
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Section 216 (i) or THe Socrat Security Act 


DISABILITY; PERIOD OF DISABILITY 


Wier -: 
* * * * * 


(4) If an individual files an application for a disability 
determination after December 1954, and before July [1957] 
1958, with respect to a disability which began before July 
[1956] 1957, and continued without interruption until such 
application was filed, then the beginning day for the period 
of disability, if such individual does not die prior to July 1, 
1955, shall be— 

(A) the day such disability began, but only if he sat- 
isfies the requirements of paragraph (3) on such day; 

(B) if he does not satisfy such requirements on such 
day, the first day of the first quarter thereafter in which 
he satisfies such requirements. 


For information of the Members of the House, changes in existing 
law made by section 2 of the bill, as reported, are shown as follows 
(new matter is printed in italics, existing law in which no change is 
proposed is shown in roman): 


Secrion 224 or tue Socrat Security Act 
“REDUCTION OF BENEFITS BASED ON DISABILITY 


Sec. 224. (a) If— 

(1) any individual is entitled to a disability insurance benefit 
for any month, or to a child’s insurance benefit for the month in 
cone he attained the age of eighteen or any subsequent month, 
an 

(2) either (A) it is determined by any agency of the United 
States under any other law of the United States or under a 
system established by such agency that a periodic benefit is 
payable by such agency for such month to such individual, and 
the amount of or eligibility for such periodic benefit is based (in 
whole or in part) on a physical or mental a of such 
individual, or (B) it is determined that a periodic benefit is pay- 
able for such month to such individual under a workmen’s com- 
pensation law or plan of the United States or of a State on 
account of a physical or mental impairment of such individual, 

then the benefit referred to in paragraph (1) shall be reduced (but not 
below zero) by an amount equal to such periodic benefit or benefits for 
such month. If such benefit referred to in paragraph (1) for any 
month is a child’s insurance benefit and the periodic benefit or benefits 
referred to in paragraph (2) exceed such child’s insurance benefit, the 
monthly benefit for such month to which an individual is entitled 
under subsection (b) or (zg) of section 202 shall also be reduced (but 
not below zero) by the amount of such excess, but only if such indi- 
vidual (i) did not attain retirement age in such month or in any prior 
month, and (ii) would not be entitled to such monthly benefit if she 


did not have such child in her care (individually or jointly with her 
husband, in the case of a wife). 
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(b) If any periodic benefit referred to in subsection (a) (2) is 
determined to be payable on other than a monthly basis (excluding a 
benefit payable in a lump sum unless it is a commutation of, or a 
substitute for, periodic payments), reduction of the benefits under this 
section shall be made at such time or times and in such amounts as the 
Secretary finds will approximate, as nearly as practicable, the reduc- 
tion prescribed in subsection (a). 

(c) In order to assure that the purposes of this section will be car- 
ried out, the Secretary may, as a condition to certification for payment 
of any monthly insurance benefit payable to an individual under 
this title (if it appears to him that such individual may be eligible for 
a periodic benefit which would give rise to a reduction under this 
section), require adequate assurance of reimbursement to the Federal 
Disability Insurance Trust Fund in case periodic benefits, with respect 
to which such a reduction should be made, become payable to such 
individual and such reduction is not made. 

(d) Any agency of the United States which is authorized by any 
law of the United States to pay periodic benefits, or has a system of 
periodic benefits, which are based in whole or in part on physical or 
mental impairment, shall (at the request of the Secretary) certify to 
him, with respect to any individual, such information as the Secretary 
deems necessary to carry out his functions under subsection (a). 

(e) For purposes of this section, the term ‘‘agency of the United 
States’ means any department or other agency of the United States 
or any instrumentality which is wholly owned by the United States. 
For purposes of this section, the term “periodic benefit’? does not include 
compensation paid to any individual under laws administered by the 
Veterans’ Administration on account of such individual’s service-con- 
nected disability. O 
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FREE IMPORTATION OF GIFTS FROM MEMBERS OF THE 
ARMED FORCES 


Marcx 27, 1957.—Committed to the Committee of the Whole House on the 
state of the Union and ordered to be printed 


Mr. Cooper, from the Committee on Ways and Means, submitted 
the following 


REPORT 


(To accompany H. R. 6304] 


The Committee on Ways and Means, to whom was referred the 
bill (H. R. 6304) to make permanent the existing privilege of free 
importation of gifts from members of the Armed Forces of the United 
States on duty abroad, and for other purposes, having considered the 
same, report favorably thereon without amendment and recommend 
that the bill do pass. 

PURPOSE 


The purpose of H. R. 6304 is to make permanent the tempora 
privilege which has been provided continuously since 1942 throug 
periodic renewals of allowing for the entry of so much of any shipment 
of bona fide gifts as does not exceed $50 in value without the payment 
of customs duties and import taxes when such gifts are sent by mem- 
bers of the Armed Forces on duty abroad. The bill was introduced 
at the request of the Department of Defense. 


GENERAL STATEMENT 


The act of December 5, 1942 (Public Law 790, 77th Cong., 56 Stat. 
1041), allowed, until the expiration of 6 months after the termination 
of hostilities as determined by proclamation of the President, the 
entry, free of customs duties or internal revenue import taxes, of so 
much of any shipment as did not exceed $50 in value if there were 
filed in connection with the entry satisfactory evidence that the 
articles were bona fide gifts from a member of the Armed Forces of 
of the United States on duty outside the continental limits of the 
United States. Public Law 384 of the 80th Congress extended the 
period for free entry through June 30, 1949, and also amended the law 
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by restricting the privileges so as to deny free entry on or after Sep- 
tember 1, 1947, unless the article is purchased ‘in or through author- 
ized agencies of the Armed Forces of the United States or in accord- 
ance with regulations prescribed by the major geographical commands 
of the United States Armed Forces.” 

Public Law 241 of the 81st Congress again extended the period for 
free entry through June 30, 1951. 

Public Law 1 of the 82d Congress again extended the period for 
free entry through June 30, 1953, 

Public Law 19 of the 83d Congress extended the period for free 
entry through June 30, 1955. 

Public Law 190 of the 84th Congress extended the period for free 
entry through June 30, 1957. 

Under H. R. 6304 the existing free entry privilege would be made 
permanent, except that in addition to the limit of $50 on each ship- 
ment the privilege of free entry for alcoholic beverages and tobacco 
would be subject to such further limitation as the Secretary of the 
Treasury may prescribe. The further limitation prescribed by the 
Secretary of the Treasury could be on the basis of the quantity or 
value of such products in each shipment, on the basis of the quantity 
or value of such products shipped by or to any person during any 
period, or on any other appropriate basis. 

The Department of Defense in urging the enactment of this legis- 
lation expressed the opinion that a very definite morale factor is em- 
bodied in this legislation. It is extremely important to a serviceman 
on tour of duty overseas that he be able to send small gifts and sou- 
venirs from the region in which he is serving to his family and friends 
in this country. If such articles were made subject to duty the 
administrative problems involved in sending gifts home would serve 
to discourage this practice. 

In view of the continued presence in many parts of the world of 
members of the Armed Forces of the United States, your committee 
believes that the free entry privileges for the specified gifts should be 
made permanent. Permanent legislation would also relieve the De- 
partment of Defense from having to request, and the Congress from 
having to enact, periodic extensions of the free-entry privileges. 

Your committee was assured that the legislation is safeguarded 
from abuse not only by the restrictions contained in the act, but also 
by appropriate regulations issued by the Department of the Treasury 
and the Department of Defense. 

Your committee is unanimous in urging the enactment of H. R. 
6304. 

CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as 
introduced, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 
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Act or DrcremsBer 5, 1942, as AMENDED 
(U.S. C., title 50 App., secs. 846 and 847) 


AN ACT To accord free entry to bona fide gifts from members of the armed forces 
of the United States on duty abroad 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That under such regulations 
as the Secretary of the Treasury shall prescribe so much of any ship- 
ment as does not exceed $50 in [value shall] value, with such further 
limitation on the importation of alcoholic beverages and tobacco products 
as the Secretary may prescribe, shall be admitted into the United States 
or its Territories or possessions or the Commonwealth of Puerto Rico 
free of all customs duties, charges, or exactions, or internal-revenue 
taxes imposed upon or by reason of importation, if there is filed in 
connection with the entry satisfactory evidence that the articles for 
which free entry is claimed were purchased in or through authorized 
agencies of the [armed forces] Armed Forces of the United States or 
in accordance with regulations prescribed by the major geographical 
commands of the United States [armed forces] Armed Forces, and 
are bona fide gifts from a member of the [armed forces] Armed Forces 
of the United States on duty outside the continental limits of the 
United States. 

[Sec. 2. This Act shall be effective with respect to articles entered 
for consumption or withdrawn from warehouse for consumption on or 
after the day following the date of its enactment and before July 1, 
1957. 


O 
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CONSOLIDATION OF LAWS ON COMPENSATION, PENSION, 
ADMINISTRATION, HOSPITALIZATION, AND BURIAL 
BENEFITS 


Marcu 28, 1957.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Treacue of Texas, from the Committee on Veterans’ Affairs, 
submitted the following 


REPORT 


[To accompany H. R. 53} 


The Committee on Veterans’ Affairs, to whom was referred the bill 
(H. R. 53) to consolidate into one act, and to simplify and make 
more uniform, the laws administered by the Veterans’ Administra- 
tion relating to compensation, pension, hospitalization, and burial 
benefits, and to consolidate into one act the laws pertaining to the 
administration of the laws administered by the Veterans’ Adminis- 
tration, having considered the same, report favorably thereon with 
amendments, and recommend that the bill do pass. The amendments 
are set out in the reported bill with matter proposed to be stricken 


out printed in linetype, and new matter proposed to be inserted 
printed in italics. 


EXPLANATION OF THE BILL 


The committee has long been aware of the numerous and various 
laws pertaining to disability and death compensation for veterans 
and their dependents, as well as those laws relating to pension, 
hospitalization and burial benefits, and the myriad of laws involving 
the administration of benefits administered by the Veterans’ Adminis- 
tration. ‘To consolidate into one act, and to simplify and make more 
uniform the laws on these subjects, H. R. 53 has been introduced 
and designated as the ‘‘Veterans’ Benefits Act of 1957.” 

This bill is the result of a project conducted by the staff of the 
Veterans’ Affairs Committee which involved extensive research, 
study, and technical work in the Office of the House Legislative 
Counsel, together with representatives of the Legislative Services 
of the General Counsel’s Office in the Veterans’ Administration. 
The study and research extended over a period of months after the 
adjournment of the 2d session of the 84th Congress. The general 
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objective and approach of the bill is similar, though on a. much 
broader scale, to H. R. 10046, 84th Congress—a bill which had as its 
principal purpose the simplification of, and making more uniform, laws 
pertaining to compensation. The be mnefit provisions of this latter bill 
are substantially embodied in titles III, VI, and VII of H. R. 53. H. 
R. 10046 was unanimously reported by the Committee on Veterans’ 
Affairs and passed the House of Representatives on call of the Consent 
Calendar. Unfortunately, however, it was not possible for the Senate 
to consider the bill prior to adjournment of the 84th Congress. 

H. R. 53 incorporates into a single act the subject matter of the ex- 
tensive body of existing legislation authorizing and governing the pay- 
ment of compensation for service-connected disability or death to 
persons who served in the military, naval, or air force of the United 
States during a period of war, armed conflict, or peacetime service, 
and to their widows, children, and dependent parents. It would 
provide the same sort of consolidation of the laws relating to pension, 
hospitalization, medical and domiciliary care, and burial benefits, 
Further, it would consolidate into one act all the administrative pro- 
visions relating to these benefits, as well as those common to all bene- 
fits administered by the Veterans’ Administration. It would also 
incorporate the provisions of existing law relating to the ancillary 
benefits of financial assistance for specially adopted housing and auto- 
mobiles for certain disabled veterans. Finally, it would repeal those 
provisions of law relating to such benefits which are obsolete, executed, 
or restated in substance in the bill. The bill does not encompass the 
subject matter of the Servicemen’s and Veterans’ Survivor Benefits 
Act which Congress recently enacted and which integrates the current 
survivor-benefit programs. 

The bill, which would be effective on the Ist day of January 1958, 
does not adversely affect the basic entitlement of any veteran or 
dependent presently on the compensation or pension rolls, nor does 
it liberalize, except in very minor areas, the provisions of law which 
govern the eligibility of veterans and their dependents for such 
benefits. The established rates of pension or compensation are main- 
tained. Although the World War Veterans Act, 1924, is repealed, 
except as to insurance provisions the bill contains protective language 
as to service connection which is of special significance in the case of 
World War I veterans who are on the rolls by the virtue of the liberal 
presumption of service connection contained in section 200 of that act. 
This section authorizes a rebuttable presumption of service connection 
for neuropsychiatric disease, spinal meningitis, active tuberculous 
disease, paralysis agitans, encephalitis lethargica, and amoebic dysen- 
tery, developing a 10 percent degree of disability or more prior to 
January 1, 1925. The service connection heretofore established in 
World War I cases, by virtue of this provision, would not be dis- 
turbed in any case by the enactment of the proposal. Further, this 
liberal presumption would be applicable to new World War I claims 
filed within 1 year after the date of the act, but not thereafter. 

The bill, as reported contains the following substantive changes in 
existing law, generally minor liberalizations: 

(1) The discharge requirement of ‘‘under conditions other than 
dishonorable” is made uniform for all veterans for the purpose of 
the benefits authorized by the bill. For pension purposes, exist- 
ing law requires that Indian war veterans be honorably discharged 
from the service. 
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(2) For compensation purposes under the bill, a widow would 
uniformly be required to have married the veteran before the 
expiration of 10 years after the veteran’s separation from service 
or to have been married for 10 or more years, Under existin 
law there are differing requirements, depending on the period o 
service, ranging from marriage at any time to marriage prior to 
specific arbitrary dates. Where a widow is on the rolls on the 
effective date of the bill, the savings provisions in the bill pro- 
tect her rights; therefore this new test operates as a slight liber- 
alization in the cases to which it applies. 

(3) Under the bill, remarriage of any widow terminates her 
eligibility. Under certain conditions present law allows remar- 
ried widows of veterans of the Civil War, Indian wars, or Spanish- 
American War to be restored to the rolls. 

(4) The uniform definition of “child” in the bill (generally 
under age 18) would effect a liberalization as to the definition of 
a child of a Civil or Indian war veteran (generally under age 16), 
and also result in an increase in the rates of pension payable to 
certain children of veterans of the Spanish-American War. 

(5) Under existing law, a widow of a veteran of the Civil War, 
Indian wars, or the Spanish-American War who may be barred 
from the receipt of pension because of her date of marriage may 
nevertheless qualify under certain conditions, i. e., marriage for 
10 or more years, a showing of dependency, and attainment of 
age 60. The bill would liberalize the requirements in such cases 
by removing the conditions of dependency and age 60. 

(6) Under existing law retired persons who served during a war 
period are eligible for hospital and domiciliary care from the 
Veterans’ Administration in the same manner as veterans of a 
war; however, in order to receive medical treatment for service- 
incurred disabilities they must have elected to receive disability 
compensation or, if peacetime retired persons, must be in receipt 
of compensation in lieu of retirement pay. The bill would obviate 
this circuitous route to eligibility by providing such benefits on 
the same basis as provided to discharged veterans. 

(7) As the definition of “period of war’? would include the 
period of any future war declared by the Congress, it would be 
an extension of existing law which generally limits such defined 
period to past wars. Its principal effect would be to make 
certain wartime eligibility criteria for compensation and hospitali- 
zation automatically available to veterans of future wars. 

All of these provisions, except item 7, are changes which were neces- 
sary to avoid reenacting numerous deviations from the general rule in 
various areas of existing law, thereby providing greater uniformity 
and better admi.istration. 

Item 7 refers to that provision of the bill under which wartime 
benefits (except pensions) would be available to veterans who served 
during the period of any future war declared by the Congress. From 
the standpoint of the committee, it seems unlikely that any future 
war veterans would be granted lesser compensation or medical benefits 
than are authorized for veterans of past wars, and in a period of 
stress and emergency, it would be desirable and in fact essential that 
some overall law providing entitlement be in force immediately. It 
is for that reason that the bill has been made applicable to conditions 
which may regretfully exist in the future. 
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The Veterans’ Administration has stated that any cost involved 
in the few minor liberalizations in existing law would be relatively small, 
The provision which makes uniform the definition of “child” ® person 
under the age of 18 years rather than 16 years as prevails in the case 
of children of Civil and Indian War veterans today) is the only one 
susceptible of a specific cost estimate. This cost, to the extent that 
it would increase the rates for Spanish War children, would be in the 
neighborhood of $200,000 a year. Obviously because of the class 
involved, it would be of a declining nature. 

Hearings were held on this legislation by a special subcommittee. 
Reports of the Veterans’ Administration, the General Accounting 
Office, and the Bureau of the Budget were carefully considered b 
the subcommittee prior to recommending favorable action to the full 
committee. 

The Administrator of Veterans’ Affairs stated: 


* * * T am in full accord with the objective of a bill such as 
H.R. 53. If amended in accordance with the accompanying 
recommendations and suggestions I believe it should receive 
favorable consideration by your committee, * * * 


The General Accounting Office in reporting on the bill, stated: 


* * * A simple and intelligible restatement of the laws per- 
taining to veterans’ benefits and to their administration, 
such as these bills contemplate, is long overdue and highly 
desirable. It should contribute toward efficient administra- 
tion by clarifying the body of law on that subject. We urge 
that these bills be given favorable consideration. In our 
view, however, the enactment of a single bill embracing all 
the areas involved would result in greater uniformity and 
clarity and, hence, the enactment of H. R. 53 appears 
somewhat preferable to the alternative of covering the sub- 
ject matter in three separate bills. * * * 


(The Comptroller General was referring to other bills which were pre- 
pared to consider this problem on a single subject basis.) 


The Bureau of the Budget stated in endorsing the objective of this 
bill: 


* * * Consolidation of the many laws relating to veterans’ 
benefits should serve to expedite the adjudication of claims 
and render the system more comprehensible to veterans and 
the public. Codification was also recommended by the Presi- 
dent’s Commission on Veterans’ Pension, which noted the 
direct personal impact of these statutes on veterans and 
their dependents who, because of the complexities of existing 
statutes, are often uncertain about the benefits to which they 
may be entitled. ‘The Veterans’ Administration’s concurrent 
efforts to index, codify, and simplify precedents and regu- 
latory material would also undoubtedly be facilitated by the 
enactment of this bill * * * 


| 








CONSOLIDATION OF LAWS ON VETERANS’ BENEFITS 5 


The amendments which the committee has made to the bill reflect 
all of the changes recommended by the Veterans’ Administration, 
with one exception. The Veterans’ Administration suggested that 
the provisions relating to the payment of pension to Medal of Honor 
holders should be imeorparasedhn title 10 of the United States Code— 
the Army and Air Force Title. The Committee on Veterans’ Affairs 
in recent years has reported bills seeking to provide a new pension or 
a higher pension for holders of the highest medal awarded by the 
Government of the United States. The most recent codification of 
Title 10 omits the provisions relating to holders of the Congressional 
Medal of Honor. It therefore seems appropriate that this section 
should be retained in title 38 of the United States Code which relates 
to the Veterans’ Administration. 

The other amendments which are noted throughout the bill fall into 
the general categories of clerical, typographical, and _ clarification 
amendments. There is no intent on the part of the committee to 
incorporate changes other than on the basis indicated. 

The committee strongly believes that the enactment of this bill by 
the Congress will do much to aid in the administration of veterans’ 
laws. It should be much easier to adjudicate claims, to answer 
correspondence, to perform all of the day-to-day administrative 
functions which the Veterans’ Administration must perform, by 
having this great body of law in one act. The veterans’ organiza- 
tions’ service officers, claims’ officials, and legislative representatives 
should find this bill to be of the greatest assistance in their work. 
Members of Congress, too, will find that this bill will greatly aid them 
in locating provisions of law which are now scattered throughout 
numerous enactments. Enactment of this proposal will make easier 
the codification of VA laws on which work has already started in the 
Veterans’ Administration, 

The comprehensive and logical approach of this legislation is 
indicated by the table of contents: 


Titte I—GENERAL 
Sec. 101. Definitions. 
Sec. 102. Dependent parents. 
Sec. 103. Determination of date of marriage. 
Sec. 104. Approval of educational institutions. 
Sec. 105. Line of duty. 
Sec. 106. Discharge or release includes retirement. 


Titte II—Vererans’ ADMINISTRATION; OFFICERS AND EMPLOYEES 


PART A—VETERANS’ ADMINISTRATION 


Sec. 201. Veterans’ Administration an independent agency. 
Sec. 202. Seal of the Veterans’ Administration. 


PART B—ADMINISTRATOR OF VETERANS’ AFFAIRS 


Sec. 210. Appointment and general authority of Administrator. 

Sec. 211. Decisions by Administrator; opinions of Attorney General. 
Sec. 212. Delegation of authority and assignment of duties, 

Sec. 213. Reports to the Congress. 

Sec. 214. Publication of laws relating to veterans, 

Sec. 215. Research by Administrator, 

See. 216. Transcript of trial records, 
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PART C—VETERANS’ ADMINISTRATION REGIONAL OFFICES; EMPLOYEES 


230. Central and regional offices. 

231. Placement of employees in military installations. 

232. Employment of translators. 

233. Employees’ apparel; school transportation; recreational equipment; 
visual exhibits, 

234. Telephone service for medical officers. 

235. Courses of instruction for professional personnel. 


TitLte IJII—CompeEnsaTION FOR SERVICE-CONNECTED DISABILITY 
or DEATH 


PART A—GENERAL 
301. Definitions. 


302. Special provisions relating to widows. 


PART B-—-WARTIME DISABILITY COMPENSATION 


310. Basic entitlement. 

311. Provisional acceptance. 

312. Presumption of sound condition. 

313. Presumptions relating to certain diseases, 
314. Presumptions rebuttable. 

315. Rates of wartime disability compensation, 
316. Additional compensation for dependents. 


PART C-——-WARTIME DEATH COMPENSATION 


321. Basic entitlement. 
322. Rates of wartime death compensation. 


PART D-——-PEACETIME DISABILITY COMPENSATION 


231. Basic entitlement. 

332. Provisional acceptance, 

333. Presumption of sound condition. 

334. Presumptions relating to certain diseases. 

335. Rates of peacetime disability compensation. 
336. Additional compensation for dependents. 

337. Conditions under which wartime rates payable. 


PART E-—PEACETIME DEATH COMPENSATION 


341. Basic entitlement. 
342. Rates of peacetime death compensation. 
343. Conditions under which wartime rates payable. 


PART F-——-GENERAL COMPENSATION PROVISIONS 


Benefits for persons disabled by treatment. 

Persons heretofore having a compensable status. 

Aggravation. 

Considered to be accorded time, place, and circumstances of service. 
Authority for schedule for rating disabilities, 

Minimum rating for arested tuberculosis. 

Combination of certain ratings. 

Disappearance. 
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Titte IV—PeENstion FoR Non-SeRvICE-CONNECTED DISABILITY OR Data, 


Sec. 
Sec. 
Sec. 
Sec. 


OR FOR SERVICE 


PART A—GENERAL 


401. Definition. 

402. Determinations with respect to disability. 

403. Items not considered in determining income. 
404. Persons heretofore having a pensionable status. 





-—n eR TRH 





CONSOLIDATION OF LAWS ON VETERANS’ BENEFITS 7 


PART B—VETERANS’ PENSIONS 


Subpart I—Service Pension 


Sec. 411. Indian War veterans. 
Sec. 412. Spanish-American War veterans. 
Subpart II—Non-Service-Connected-Disability Pension 
Sec. 421. Veterans of World War I, World War II, and the Korean conflict. 
Sec. 422. Income limitations. 
Sec. 423. Combination of ratings. 
PART C—PENSIONS TO WIDOWS AND CHILDREN 
Subpart I—Wars Before World War I 
Sec. 431. Widows of Mexican War veterans. 
Sec. 432. Widows of Civil War veterans. 
Sec. 433. Children of Civil War veterans. 
Sec. 434. Widows of Indian War veterans. 
See. 435. Children of Indian War veterans. 
Sec. 436. Widows of Spanish-American War veterans. 
Sec. 437. Children of Spanish-American War veterans. 
Subpart II—World War I, World War II, and the Korean Conflict 
Sec. 441. Widows of World War I veterans. 
Sec. 442. Children of World War I veterans. 
Sec. 443. Widows of World War II and Korean conflict veterans. 
Sec. 444. Children of World War II and Korean conflict veterans. 
Sec. 445. Income limitations. 
PART D-—-ARMY, NAVY, AND AIR FORCE MEDAL OF HONOR ROLL 
Sec. 460. Medal of Honor roll; persons eligible. 
Sec. 461. Certificate entitling holder to pension, 
Sec. 462. Special provisions relating to pension. 
Titte V—Hospirat, Domiciiiary, AND Mepicat Cars 
PART A—DEFINITIONS 
Sec. 501. Definitions. 
Sec. 502. Presumption relating to psychosis. 
PART B—HOSPITAL OR DOMICILIARY CARE AND MEDICAL TREATMENT 
Sec. 510. Eligibility for hospital and domiciliary care. 
Sec. 511. Hospitalization during examinations and in emergencies. 
Sec. 512. Eligibility for medical treatment. 
Sec. 513. Fitting and training in use of prosthetic appliances. 
Sec. 514. Seeing-eve dogs. 
Sec. 515. Reimbursement of certain medical expense. 
Sec. 516. Tobacco for hospitalized veterans. 


PART C——MISCELLANEOUS PROVISIONS RELATING TO HOSPITAL CARE AND MEDICAL. 


TREATMENT OF VETERANS 


Sec. 521. Power to make rules and regulations. 

Sec. 522. Statement under oath. 

Sec. 523. Furnishing of clothing. 

Sec. 524. Hospital care and medical services abroad. 

Sec. 525. Arrests for crimes in hospital and domiciliary reservations. 
Sec. 526. Reimbursement for loss of personal effects by fire. 

Sec. 527. Persons eligible under prior law. 
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Titte VI—Speciatty ApAptep Hovsina ror DISABLED VETERANS 


601. 
602. 
603. 
604. 
605. 


701 
702 


703 
704. 
705. 


801. 
802 
803. 
804. 


901 

902. 
903. 
904. 


910. 
911 
912 


». 920 
. 921 
. 922. 


1001 
1002 


1003. 
1004. 


1005 
1006 


1007. 
1008. 


1101 
1102 
1103 
1104 


Veterans eligible for assistance. 

Limitations on assistance furnished. 

Furnishing of plans and specifications. 

Benefits additional to benefits under other laws. 
Nonliability of United States. 


Titte VII—AvTomoBILEsS FOR DISABLED VETERANS 


Veterans eligible for assistance. 

Limitation on types of assistance furnished and veterans otherwise 
entitled. 

Limitation on amounts paid by United States. 

Prohibition against duplication of benefits. 

Applications. 


Tite VIII—Buriat Benerits 
Flags. 
Funeral expenses. 
Death in Veterans’ Administration facility. 
Claims for reimbursement. 


Titte [X—Appuications, Errective Dates, AND PAYMENTS 
PART A—APPLICATIONS 


Claims and forms. 

Application forms furnished upon request. 
Incomplete applications 

Disallowed claims 


PART B—EFFECTIVE DATES 


Effective dates of awards. 
Effective dates of increases. 
Effective dates of reductions and discontinuances, 


PART C-——PAYMENT OF BENEFITS 


Payment of benefits by check; delivery 
Payment of accrued benefits upon death of a beneficiary. 
Cancellation of checks mailed to deceased payees. 


Tirte X—Speciat Provisions RELATING TO BENEFITS 


Nonassignability and exempt status of benefits. 

Waiver of recovery of overpayments. 

Certain bars to benefits. 

Prohibition against duplication of benefits. 

Waiver of retired pay 

Renouncement of right to henefits. 

Apportionment of benefits 

Withholding benefits of persons in territory of the enemy. 


Titrte XI—PENAL AND ForFEITuRE PROVISIONS 


Misappropriation by fiduciaries 
Fraudulent acceptance of payments. 
Forfeiture for fraud 

Forfeiture for treason 


Tirte XIJ—Disciosure or INFORMATION AND FURNISHING CoPiEs OF RECORDS: 


INVESTIGATIONS 


PART A-—DISCLOSURE OF INFORMATION 


Sec. 1201. Confidential nature of claims. 
Sec. 1202. Furnishing of records. 
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PART B-—IN VESTIGATIONS 


Sec. 1211. Authority to issue subpenas. 
Sec. 1212. Validity of affidavits. 
Sec. 1213. Disobedience to subpena. 


Titte XIII—Boarp or VeTEeRANs’ APPEALS 


Sec, 1301, Composition of Board of Veterans’ Appeals. 
Sec. 1302. Assignment of members of Board, 

Sec. 1303. Determinations by the Board. 

Sec. 1304. Jurisdiction of the Board. 

Sec. 1305. Applications for review on appeal, 

Sec. 1306. Docketing of appeals. 

See. 1307. Simultaneously contested claims. 

Sec. 1308. Rejection of applications. 


Titte XIV—DeEpartTMENT oF MEDICINE AND SURGERY 


Sec. 1401. Functions of Department. 

Sec. 1402. Divisions of Department. 

Sec. 1403. Appointments and compensation, 

Sec. 1404. Additional appointments. 

Sec. 1405. Qualifications of appointees. 

Sec. 1406. Period of appointments’ promotions, 
Sec. 1407. Grades and pay scales, 

Sec. 1408. Specialist ratings. 

See. 1409. Retirement rights. 

Sec. 1410. Disciplinary boards. 

Sec. 1411. Appointment of additional employees. 
Sec. 1412. Medical advisory group. 

Sec. 1413. Travel expenses of employees. 

Sec. 1414. Temporary and part-time appointments, 
Sec. 1415. Regulations. 


Titte XV—Minors, INCOMPETENTS, AND OTHER WARDS 


Sec. 1501. Commitment actions. 

Sec. 1502. Payments to and supervision of guardians. i 

Sec. 1503. Hospitalized veterans and estates of incompetent institutionalized 
veterans. 

Sec. 1504. Administration of trust funds. 


Titte XVI—AGENTs AND ATTORNEYS 


Sec. 1601. Prohibition against acting as claims agent or attorney. 
Sec. 1602. Recognition of represenatives of organizations. 

Sec. 1603. Recognition with respect to particular claims. 

Sec. 1604. Recognition of agents and attorneys generally, 

Sec. 1605. Penalty for violation of title. 


Titte XVII—AcqQuisITION AND OPERATION OF HospPITAL AND DomMICILIARY 
FACILITIES; PROCUREMENT AND SuPPLY 


PART A-—PROVISIONS RELATING TO HOSPITALS AND HOMES 


Sec. 1701. Hospitals and domiciliary facilities. 

Sec. 1702. Construction and repair of buildings. 

Sec. 1703. Use of Armed Forces facilities. 

Sec. 1704. Garages on hospital and domiciliary reservations, 
Sec. 1705. Acceptance of certain property. 


PART B-—-PROCUREMENT AND SUPPLY 


Sec. 1711. Revolving supply fund. 
Sec. 1712. Authority to procure and dispose of property. 
Sec. 1713. Procurement of prosthetic appliances. 


Sec. 1714. Property formerly owned by National Home for Disabled Volunteer 
Soldiers. 


Sec. 1715. Grant of easement in Government owned lands. 
Sec. 1716. Contracts and personal services. 


23009°—58 H. Rept., 85-1, vol. 1——79 
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Tirte XVIIJ—Acceprance or Girrs AND BEQUESTS 


See. 1801. Authority to accept gifts, devises, and bequests. 
Sec. 1802. Legal proceedings. 

See. 1803. Restricted gifts. 

Sec. 1804. Disposition of property. 

Sec. 1805. Savings provision. 


Tirte XIX—Dzisposition or DecEASED VETERANS’ PERSONAL PROPERTY 


PART A—PROPERTY LEFT ON VETERANS’ ADMINISTRATION FACILITY 


Sec. 1901. Vesting of property left by decedents. 

Sec. 1902. Disposition of unclaimed personal property. 
Sec. 1903. Notice of provisions of this part. 

Sec. 1904. Disposition of other unclaimed property. 
Sec. 1905. Sale or other disposition of property. 

See. 1906. Notice of sale. 

See. 1907. Payment of small shipping charges. 

Sec. 1908. Relinquishment of Federal jurisdiction. 
Sec. 1909. Definitions. 

Sec. 1910. Finality’of decisions, 


PART B—DEATH WHILE INMATE OF VETERANS’ ADMINISTRATION FACILITY 


I 
See. 1920. Vesting of property left by decedents. 
Sec. 1921. Presumption of contract for disposition of personalty. 

Sec. 1922. Sale of assets accruing to the Fund. 

Sec. 1923. Disbursements from the Fund. 

Sec. 1924. Disposal of remaining assets. 

See. 1925. Court actions. 

Sec. 1926. Filing of claims for assets. 

Sec. 1927. Notice of provisions of part. 

See. 1928. Investment of the Fund. 


Tite XX—VeETERANS’ CANTEEN SERVICE 


Sec. 2001. Purpose of Veterans’ Canteen Service. 

Sec. 2002. Duties of Administrator with respect to Service, 
Sec. 2003. Operation of Service. 

Sec. 2004. Financing of Service. 

Sec. 2005. Revolving fund. 

Sec. 2006. Budget of Service. 

See. 2007. Audit of accounts. 

Sec. 2008. Service to be independent unit. 


TitteE XXJI—MIscELLANEOUS 


Sec. 2101. Travel expenses. 

Sec. 2102. Seven-year absence presumption of death. 

Sec. 2103. Certification of records of District of Columbia. 

Sec. 2104. Certain service deemed to be active service. 

Sec. 2105. Certain service deemed not to be active service. 
Sec. 2106. Payment of certain withheld benefits. 

See. 2107. Benefits for discharged members of allied forces, 
Sec. 2108. Preservation of certain disability ratings. 


Titte XXII—AMENDMENTS AND REPEALS 


Sec. 2201. Amendments, 
See. 2202. Repeals, 
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Tirte XXIII—Errective DatEe ANp Savines PROVISIONS 


PART A—MISCELLANEOUS 
Sec. 2301. Effective date. 
Sec. 2302.: Offenses committed under repealed laws. 
Sec. 2303. Effect on contracts entered into before effective date. 
Sec. 2304. Continuation of authority under Act of July 3, 1930. 
Sec. 2305.: Cross references in other laws. 
Sec. 2306. Continuing availability of appropriations. 
See. 2307. Outstanding rules, regulations, and orders. 


PART B—PROVISIONS RELATING TO CLAIMANTS 
Sec. 2311. Pending claims. 


Sec. 2312. Persons on the pension rolls. 


Sec. 2313. Claims for pension by newly eligible widows where children are on the 
rolls. 

Sec. 2314. Claims for pension filed within one year of death. 

Sec. 2315. Persons entitled to emergency officers’ retirement pay. 

Sec. 2316. Persons on the compensation rolls, 

Sec. 2317. Claims for compensation filed within one year of discharge or death. 


The reports of the Veterans’ Administration, Comptroller General, 
and Bureau of the Budget follow: 


CoMPTROLLER GENERAL OF THE UNITED SrarTEs, 
Washington 25, D. C., January 30, 1957. 
B-124054 
Hon. Ouin E. Teacup, 
Chairman, Committee.on Veterans’ Affairs, 
House of Representatives. 


Dear Mr. Cnratrman: Reference is made to your letter of January 
7, 1957, acknowledged January 8, 1957, requesting a report on H. R. 
53, 54, 55, and 56. 

The stated purpose of these bills is to consolidate, simplify, and 
make more uniform the laws administered by the Veterans’ Admin- 
istration relating to disability compensation, pension, hospitalization 
and burial benefits for veterans and the laws pertaining to the admin- 
istration of laws administered by that agency. The enactment of 
H. R. 53 would include all the foregoing items in one act. H. R. 54, 
55, and 56 relate separately to (1) compensation for service-connected 
disability or death; (2) the administrative, penal, and regulatory 
provisions of laws administered by the Veterans’ Administration; and 
(3) pension for age, service, or non-service-connected disability or 
death, respectively, and their enactment would effect the purpose 
of the legislation by three separate acts. 

We have not made a detailed sectional analysis of the bills in rela- 
tion to the many statutory provisions which they would supersede. 
Generally, however, the bills do not appear to make any substantial 
revision of current law; and we understand that they are intended to 
serve as a simplified restatement of existing law. The present legis- 
lation on these subjects is scattered through multitudinous enactments 
going back many years and the present legislation does not appear 
susceptible of easy codification. This oftentimes makes it difficult 
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to determine what the law is. For example, the applicable provision 
of law relating to the entitlement of veterans of World War II to 
ensions for non-service-connected disabilities is not codified as such 
ut is found in a note to part III of Veterans Regulation No. 1 (a) 
in title 38 of the United States Code, chapter 12A. 

A simple and intelligible restatement of the laws pertaining to 
veterans’ benefits and to their administration, such as these bills 
contemplate, is long overdue and highly desirable. It should con- 
tribute toward efficient administration by clarifying the body of law 
on that subject. We urge that these bills be given favorable con- 
sideration. In our view, however, the enactment of a single bill 
embracing all the areas involved would result in greater uniformity 
and clarity and, hence, the enactment of H. R. 53 appears somewhat 
preferable to the alternative of covering the subject matter in three 
separate bills. 

The bills contain provisions to repeal the existing laws which the 
would supersede. The rights of persons entitled to benefits whic 
may be affected by such repeals, however, appear generally to be 
protected by appropriate savings provisions so long as entitlement 
under existing law continues. 

Sincerely yours, 


JOSEPH CAMPBELL, 
Comptroller General of the United States. 





VeTERANS’ ADMINISTRATION, 
OrriceE oF THE ADMINISTRATOR OF VETERANS’ AFFATRS, 
Washington, D. C., February 6, 1957. 
Hon. Ourn E. TEeacue, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington, D. C. 


Dear Mr. TeaGue: This is in reply to your request of January 7, 
1957, for a report by the Veterans’ Administration on H. R. 53, 85th 
Congress, a bill to consolidate into one act, and to simplify and make 
more uniform, the laws administered by the Veterans’ Administration 
relating to compensation, pension, hospitalization, and burial benefits, 
and to consolidate into one act the laws pertaining to the administra- 
tion of the laws administered by the Veterans’ Adminitsration. In 
accordance with your letter, this may be considered also as a general 
reply to your request for reports on the related bills, H. R. 54, H. R. 55, 
H. R. 56 and H. R. 57. 

The purpose of this bill is well stated in its title, set forth above. 
In addition to generally restating in improved form the existing 
veterans’ laws dealing with compensation, pension, hospitalization, 
medical care, and burial benefits, it includes the many administrative 
provisions of law relating to such benefits, as well as those common 
to all benefits administered by the Veterans’ Administration. An 
important feature of the bill is the proposed repeal of over 200 existing 
statutes or parts thereof which are deemed executed, obsolete, or 
restated in substance by the bill. 

As you are aware, H. R. 53 is the result of a project conducted by 
your staff involving extensive research, study, and technical work in 
which the Office of the House Legislative Counsel and representatives 
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of the Veterans’ Administration actively participated. The general 
objective and approach of the bill is similar, on a much broader scale, 
to H. R. 10046, 84th Congress, a bill to simplify and make more 
nearly uniform the many laws pertaining to compensation. (The 
benefit provisions of H. R. 10046 are substantially embodied in title 
Ill of H. R. 53.) As you know, H. R. 10046 was favorably reported 
by your committee and passed by the House of Representatives in 
the last Congress. The bill, however, was not acted upon by the 
Senate prior to adjournment. 

H. R. 53 has been analyzed by the Veterans’ Administration and 
compared with the corresponding provisions of existing law. With 
certain limited exceptions, the bill has been found to conform sub- 
stantially with the present laws on the subjects with which it deals. 
The attached detailed statement indicates those areas in which the 
bill would effect material changes in existing law. In addition, the 
statement contains certain comments on the merits and suggestions 
dealing with technical aspects of the bill for consideration by your 
committee. You will appreciate, of course, that in any measure of 
this comprehensive scope it is quite possible that some matters are 
not noted in an initial review. However, in this instance they are 
probably minor and technical in nature and this possibility should 
not deter active consideration of the bill as a whole. Legislative con- 
sideration of this bill will afford an opportunity for detecting and 
correcting any deficiencies which may exist. 

The mentioned analysis of the bill and comparison with existing 
law indicate that the following changes of significance in the benefit 
provisions, generally minor liberalizations, would be effected by the 
bill’s enactment: 


(1) The discharge requirement of ‘under conditions other than 
dishonorable” is made uniform for all veterans for the purpose of 
the benefits authorized by the bill. For pension purposes, 
existing law requires that Indian war veterans be honorably dis- 
charged from the service. 

(2) For compensation purposes under the bill, a widow would 
uniformly be required to have married the veteran before the 
expiration of 10 years after the veteran’s separation from service 
or to have been married for 10 or more years. Under existing 
law there are differing requirements, depending on the period of 
service, ranging from marriage at any time to marriage prior to 
specific arbitrary dates. 

(3) Under the bill, remarriage of any widow terminates her 
eligibility. Under certain conditions present law allows remar- 
ried widows of veterans of the Civil War, Indian wars, or Spanish- 
American War to be restored to the rolls. 

(4) The uniform definition of “child” in the bill (generally 
under age 18) would effect a liberalization as to the definition of 
a child of a Civil or Indian war veteran (generally under age 16), 
and also result in an increase in the rates of pension payable to 
certain children of veterans of the Spanish-American War. 

(5) Under existing law, a widow of a veteran of the Civil War, 
Indian wars, or the Spanish-American War who may be barred 
from the receipt of pension because of her date of marriage may 
nevertheless qualify under certain conditions, i. e., marriage for 
10 or more years, a showing of dependency, and attainment of 
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age 60. The bill would liberalize the requirements in such cases 
by removing the conditions of dependency and age 60. 

(6) U nder existing law retired persons who ser ‘ved during a war 
period are eligible for hospital and domiciliary care from the 
Veterans’ Administration in the same manner as veterans of a 
war; however, in order to receive medical treatment for service- 
incurred disabilities they must have elected to receive disability 
compensation or, if peacetime retired persons, must be in receipt 
of compensation in lieu of retirement pay. The bill would obviate 
this circuitous route to eligibility by providing such benefits on 
the same basis as provided to discharged veterans. 

(7) As the definition of ‘“‘period of war” would include the 
period of any future war declared by the Congress, it would be 
an extension of existing law which generally limits such defined 
periods to past wars. Its principal effect would be to make 
certain wartime eligibility criteria for compensation and hospitali- 
zation automatically available to veterans of future wars. 

Certain of the mentioned changes in existing law ave discussed in 
detail in the attached statement. 

There are also pending before your committee H. R. 54, H. R. 55, 
H. R. 56, and H. R. 57, dealing with compensation; administrative 

rovisions; pension; and hospitalization, medical treatment, and burial 

enefits, respectively. The objective and approach of each of these 
bills is similar to H. R. 53 as to the subject matter involved in each. 
As you know, these bills have been evolved and drafted on a staff 
basis in conjunction with the similar work on H. R. 53. Insofar as 
the substantive benefit provisions are concerned, H. R. 54, H. R. 56, 
and H. R. 57 are for all practical purposes identical with those titles of 
H. R. 53 corresponding to the subject, and H. R. 55 is substantially 
identical with the administrative, definitive, and penal provisions of 
H. R. 53. Accordingly, the comments on H. R. 53 may be con- 
sidered generally applicable to the corresponding provisions in the 
separate bills. However, should it appear that your committee will 
take action on one or more of the separate bills, in lieu of action on 
H. R. 53, we will appreciate the opportunity of submitting further 
comments thereon, particularly as to technical aspects and self- 
sufficiency. ‘This could probably be accomplished by a continuation 
of the close liaison between our respective professional staffs. 

As stated, the bill conforms substantially with the present laws 
on the subjects with which it deals. There has also previously been 
indicated those areas in which certain changes of significance in the 
benefit programs have been made. In addition, certain other minor 
variations from existing law are noted and discussed in the attached 
statement. In this connection, however, it is important to note that 
in each of the “‘benefit”’ titles, provision is made for extending entitle- 
ment to all classes of persons who prior to the enactment of the bill 
had an eligibility status for the benefit, notwithstanding the specific 
service requirements of the bill. Further, tithe XXIII contains 
broad savings provisions designed to protect the rights of persons on 
the rolls or those who had entitlement to benefits prior to the effective 
date of the bill. 

To the extent that the bill conforms substantially with present 
law, no additional cost would be involved in its enactment. With 
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respect to the mentioned proposed changes in law dealing with dis- 
charge and marriage date requirements, and definitions of ‘“‘widow”’ 
and ‘‘child,”’ it is believed that the cost would be relatively small. Itis 
not possible to submit an accurate estimate of such cost, except in one 
area, due to the indeterminate factors involved. It is estimated that 
the liberalized rates of pension applicable to certain orphan children 
of Spanish-American War veterans would approximate $200,000 for 
the first vear. This annual cost would remain basically the same for 
each of the ensuing 4 years. The proposed change in the law with 
respect to liberalizing the eligibility criteria of certain retired officers 
for hospitalization and medical treatment in service-connected cases 
might result in some additional benefit cost, but it is believed that it 
would be small. On the other hand, the elimination of the existing 
requirements that they must first establish eligibility for, or be in 
receipt of, compensation, would bring about administrative simplicity 
and some economy. 

I am in full accord with the objective of a bill such as H. R. 53. If 
amended in accordance with the accompanying recommendations and 
suggestions I believe it should receive favorable consideration by your 
committee. 

Advice has been received from the Bureau of the Budget that there 
would be no objection to the submission of this report to the committee. 

Sincerely yours, 
H. V. Hietey, Administrator. 


Titte I—GENERAL 


DEFINITIONS 
Section 101 (a) (2) 

This subsection proposes a liberalization of the discharge require- 
ments insofar as the payment of pension to veterans of the Indian 
wars are concerned. Under section 1 of the act of March 3, 1927 
(44 Stat. 1361), as amended (38 U. S. C. 381), pension based on 
disability or age is authorized for otherwise eligible veterans of the 
Indian wars who were honorably discharged from service. This sub- 
section would require only that the veteran have been discharged 
under conditions other than dishonorable. This change would provide 
a uniform discharge provision applicable to all war veterans and would 
be insignificant from the cost standpoint. 

Section 101 (a) (3) 

This subsection proposes a slight restriction of existing law with 
respect to the definition of “widow”. Under existing law, death 
pension benefits are payable to the widows of veterans of the Civil 
War, Indian wars, or Spanish-American War, who married the veteran 
prior to the applicable marriage delimiting date, who have remarried 
once or more than once, and whose subsequent marriages have been 
dissolved either by death or by divorce, without the fault of the wife 
in the case of Civil War veterans’ widows, or on any ground except 
the adultery of the wife in the case of Indian or Spanish-American 
War veterans’ widows. Subsection 101 (a) (3) would define a 
“widow”, in part, as a woman ‘who has not remarried (unless the 
purported remarriage is void)’. Hence, if H. R. 53 is enacted, any 
such widows who have remarried or who may thereafter remarry 
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would be ineligible to be placed on the pension rolls following termi- 
nation of the remarriage. This change in requirements, however, 
would be in the interest of uniformity. 


Section 101 (a) (4) 


The proposed definition of the term “child” would be for general 
application. At the present time a more restrictive definition of this 
term is applicable to pension based on service in the Civil or Indian 
wars. For such benefits a child is defined as “a legitimate child under 
the age of 16.” As to helpless children in this category, disability 
must have arisen prior to the child’s 16th instead of 18th birthday. 
(See also comment on sec. 432.) 


Section 102 (6) 


This subsection would create a conclusive presumption of the 
dependency of a parent under the conditions set forth in subdivision 
(2) therein. Under existing administrative regulations, the same in- 
come figures constitute only prima facie showing of dependency and 
are not controlling inany case. In this respect, the proposed language 
departs from existing law and regulations. It is, however, in accord 
with the similar provision contained in H. R. 10046, 84th Congress, 
Section 103 

This section provides that— 
where a marital relationship has been entered into which was not a valid marriage, 
but subsequently the marriage of the parties was validated, the marriage shall be 
considered as having begun on the date the relationship was first entered into. 

There is no such provision in existing law. It is informally under- 
stood that the intent was to incorporate the substance of that portion 
of section 3, Public Law 483, 78th Congress, dealing with cases in 
which the widow has been legally married to the veteran more than 
once. It is therefore recommended that the language in section 103 
be deleted and the following substituted: 

Where the widow has been legally married to the veteran more than once, the 


date of original marriage will be used in determining whether the statutory 
requirement as to marriage has been met. 


Section 104 

In order to obviate any possible confusion between the procedures 
to be established by this section for approval of educational institu- 
tions and those specifically contained in title Il of the Veterans’ 
Readjustment Assistance Act of 1952 and applicable to the War 
Orphans’ Educational Assistance Act of 1956, it is recommended that 
the phrase “under this Act and title II of the Servicemen’s and 
Veterans’ Survivor Benefits Act” be inserted immediately following 
the word “‘payable”’ in line 13, page 14. 
Section 106 


This section would provide that retirement from the military, naval, 
or air service is to be considered a discharge or release from such 
service for the purpose of all laws administered by the Veterans’ 
Administration. Insofar as most such laws are concerned, this is 
merely a restatement of existing law. However, in the field of hos- 
pital, domiciliary, and medical benefits, retirement is not equated 
with a discharge for purposes of granting these berefits. Hence, in 
some instances, retired personnel must predicate their eligibility for 
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these benefits on a somewhat different basis than that generally appli- 
cable to other veterans. 

While a specific a of law (38 U.S. C. 706b) equates retired 
persons who served during a war period with other war veterans for 
the purpose of hospitalization and domiciliary care, outpatient medi- 
cal treatment can only be afforded such retired personnel when they 
have elected to receive disability compensation from the Veterans’ 
Administration. Retired persons not having war service may not 
receive these benefits until an award of compensation has been made. 
Under the bill, a person who is retired for disability would apparently 
be eligible for hospital, domiciliary, and medical care on the same 
basis as a person discharged for disability incurred in line of duty, thus 
obviating the necessity of applying for and receiving disability com- 
pensation from the Veterans’ Administration. Similarly, a retired 
war veteran would be entitled to outpatient treatment for service- 
connected disability on the same basis as a discharged war veteran, 
even though he might not have been retired for disability. 

The proposal to provide hospital, domiciliary, and medical services 
to retired persons on the same basis as now provided to discharged vet- 
erans will simplify the furnishing of medical benefits, both from the 
viewpoint of the Veterans’ Administration and from that of the bene- 
ficiary, and will eliminate certain inequities which result from the 
“patchwork” of existing laws. 


Tirte II—VeETERANS’ ADMINISTRATION: OFFICERS AND EMPLOYEES 


Section 210 (ce) 


The preceding subsection (b) correctly restates existing law to the 
effect that the Administrator, “under the direction of the President,” 
is responsible for the proper execution and administration of all laws 
administered by the Veterans’ Administration and for the control, 
direction, and management of the Veterans’ Administration. How- 
ever, repeating the phrase “under the direction of the President” in 
subsection (c) might imply a requirement of Presidential considera- 
tion, and possibly approval, of all administrative regulations and 
amendments thereto before they may be promulgated. This section 
is based on a number of provisions in existing law providing regulatory 
authority in the Administrator, none of which contains specific lan- 
guage with respect to direction of the President. It is recommended 
that the quoted words be deleted from this subsection. 


Section 216 


This section deals with the authority of the Administrator to grant 
easements in Government-owned lands. It would appear that in view 
of the subject matter that this section might more appropriately be 
placed in title XVII which contains other provisions dealing with real 
property. 

Section 235 (c) 

This subsection authorizes the payment of expenses incident to the 
detail of employees to attend courses of instruction conducted by 
agencies other than the Veterans’ Administration. The existing pro- 
vision of law upon which this subsection is based (38 U. S. C. 459) 
provides that such expenses shall be paid “in addition to their salaries.” 
It is therefore recommended that the quoted words be inserted follow- 
ing the word “shall” in line 24, page 24. 
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Tirtte III—CompEensaTION FOR SeRvICcE-CoNNECTED DISABILITY 


or DeatH 
Section 301 


This section provides that no compensation shal! be paid to a widow 
unless she was married to the veteran (1) before the expiration of 10 
years after the termination of thé period of service in which the injury 
or disease causing the death of the veteran was incurred or aggravated 
or (2) for 10 or more years. While these criteria are more restrictive 
in some cases and more liberal in others as compared to existing re- 
quirements for death compensation their application will generally 
be limited to cases where death occurred prior to January 1, 1957, 
and the widows have not previously been eligible. W here death 
occurred prior to January 1, 1957, and a widow would be eligible 
under the old criteria she is protected by the savings provisions of 
section 2305 of the bill. If death occurs on or after January 1, 1957, 
the more liberal definitions of the term “widow” contained in Public 
Law 881, 84th Congress, apply. 

For the purpose of paying dependency and indemnity compensation 
under Public Law 881, the term “widow” means a woman who was 
married to a person— 

(A) before the expiration of 15 years after the termination of 
the period of active duty, active duty for training, or inactive 
duty training, in which the injury or disease causing the death 
of such person was incurred or aggravated; or 

(B) for 5 or more years; or 
(C) for any period of time if a child was born of the marriage. 


Tirte [V—Pension ror Non-Service-ConneEcteD DISABILITY OR 
DEATH, OR FOR SERVICE 
Section 402 (b) 


This subsection provides that, for the purposes of the pension title, 

“‘a person shall be considered to be helpless or blind if he is actually 
helpless or blind, or so nearly helpless or blind as to need or require 
the regular aid and attendance of another person.” Subsection I (f) 
of part III, Veterans Regulation No. 1 (a), as amended, authorizes 
the pay ment of a larger rate of non-service- -connected disability pen- 
sion to an otherwise eligible person who is, on account of age or physical 
or mental disabilities, helpless or blind or so nearly helpless or blind 
as to need or require the regular aid and attendance of another person. 
It is understood that the italicized clause was deleted, in the drafting 
of H. R. 53, as surplusage. However, since it might be urged that a 
person could becomed in need of aid and attendance for reasons other 
than age or physical or mental disabilities, and to obviate the necessity 
of interpretation, it is recommended that this subsection paraphrase 
the cited Veterans Regulation by deleting the word “actually” in line 
4, page 48, and inserting after the word “if” in line 3, a comma and 
the phrase ‘‘on account of age or physical or mental disabilities” 
Section 432 (b) 

As previously noted, subsection 101 (a) (4) of H. R. 53 proposes to 
make the Public, No. 2, definition of a “child” applicable to children 
of veterans of all wars and accordingly liberalizes the definition of a 
“child” of a Civil or Indian war veteran. Under subsection 432 (b), 
additional death pension benefits would be payable on behalf of cer- 
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tain children who do not satisfy the definition of existing law, such 
as all children who are over age 16 but under age 18; children who 
were not insane, idiotic, or otherwise physically or mentally helpless 
at age 16 but who became permanently incapable of self-support prior 
to age 18; children over age 18 but under age 21 who are attending 
an approved educational institution; and legally adopted children, or 
stepchildren who are members of the veteran’s household, and who 
are otherwise eligible. This liberalization would provide a uniform 
definition of “child” applicable to the children of veterans of all wars. 
Obviously, because of the small number of cases involved and the age 
of the veterans and their children, the liberalization would be insignifi- 
cant from the standpoint of cost. 

Section 432 (d) 

Subsection (d) proposes a minor liberalization of existing law. The 
act of December 8, 1944 (58 Stat. 797; 38 U.S. C. 293-294), provides 
that an unremarried widow of a veteran of the Civil War who is barred 
from the receipt of pension because her marriage to the veteran 
occurred subsequent to June 26, 1905, but who is otherwise entitled 
to pension, shall be entitled to pension if she is dependent, has attained 
age 60, and married the veteran 10 or more years prior to his death 
and lived with him continuously from the date of marriage to the date 
of his death except where there was a separation which was due to 
misconduct of or procured by the veteran without the fault of the 
widow. ‘This subsection proposes to eliminate the requirements that 
the widow be dependent and have attained age 60. This liberalization 
would make more nearly uniform the marriage requirements applic- 
able to the widows of veterans of the various wars, 


Section 433 

The comment made with respect to subsection 432 (b) is equally 
applicable to this section. 
Section 434 (b) 

The comment made with respect to subsection 432 (b) is equally 
applicable to the children of veterans of the Indian wars encompassed 
by this subsection. 

Section 434 (c) 

The comment made with respect to subsection 432 (d) is equally 
applicable to the widows of Indian war veterans, encompassed in this 
subsection, except that the applicable marriage delimiting date is 
March 4, 1917. 

Section 435 

The comment made with respect to subsection 432 (b) is equally 
applicable to the children of the Indian war veterans encompassed in 
this section. 

Section 436 (c) 

The comment made with respect to subsection 432 (d) is equally 

applicable to the widows of veterans of the Spanish-American War, 


encompassed in this subsection, except that the applicable marriage 
delimiting date is January 1, 1938. 
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Section 487 


Existing law (sec. 2 of the act of May 1, 1926 (44 Stat. 382), as 
reenacted by the act of August 13, 1935 (49 Stat. 614), and as amended 
(38 U. S. C. 364 (a)), provides that where there is no widow entitled 
to pension under any law granting additional pension to minor chil- 
dren, the minor children under 16 years of age shall be entitled to the 
pension provided for the widow. Such children currently are paid 
the rates of pension specified in this section. Where a child qualifies 
for death pension solely by reason of the definition of ‘‘child”’ contained 
in paragraph VI of Veterans Regulation No. 10, as amended by sec- 
tion 7 of the act of July 13, 1943 (57 Stat. 555)—principally because 
they are between 16 and 18 years of age or over age 18 and attending 
school—lesser monthly rates of pension are payable. Section 437 of 
H. R. 53 would make the greater rate payable in all instances and, to 
that extent, would constitute a liberalization of existing law. 

Sections 460-462 

These sections restate the provisions of existing law relative to the 
Army, Navy, and Air Force Medal of Honor Roll and the special pen- 
sion to which persons on that roll are entitled. ‘The inclusion of these 
ee in H. R. 53 will raise questions as to the applicability to the 
Medal of Honor pension of certain administrative provisions in the 
bill which currently do not apply to it (e. g., waiver of recovery of 
overpayments). Since the functions of the Veterans’ Administration 
with respect to the special pension are purely ministerial, in that we 
act as paymaster of the pension authorized by the secretaries of the 
military departments concerned, it is recommended that these provi- 
sions be deleted from the pension title of H. R. 53 and be added to the 
appropriate title or titles of the United States Code, by means of an 
additional item in section 2201 of the bill. In this connection it is 
noted that item (30) (C) of section 2201 (starting at line 14, p. 187), 
proposes to transfer the provisions of existing law relating to Navy 
pensions from title 38, United States Code, to title 10. The functions 
of the Veterans’ Administration with respect to the Navy pensions 
are the same as those with respect to the special pension for persons 
on the Army, Navy, and Air Force Medal of Honor Roll. 


Titte V—Hospirat, Domicintary, AND Mepicat Care 


Section 501 (5) 


It is suggested that the words “examination and” be added after 
the word ‘‘medical” on page 63, line 5. While the authorization for 
medical examination is inherent in existing law and in the proposed 
restatement, inasmuch as one purpose of the bill is to clarify the law, 
the inclusion of specific language would be desirable. 


Section 503 


On page 63, line 25, change “January 31, 1957” to “February 1, 
1957”’. 


Sections 501 (a) (2) and (6) (1) 
In order to conform completely with present law as it has been 
interpreted, and to be consistent with usage elsewhere in title V, it 


is suggested that the words “or aggravated” be inserted on page 64, 
lines 16 and 22, after the word ‘“‘incurred”’, 


ERE OT 





CONSOLIDATION OF LAWS ON VETERANS’ BENEFITS 21 


Section 512 (a) 


It is suggested that the words “or aggravated” be inserted on page 
65, line 23, after the word “incurred’’. (See note to sec. 510.) 

This subsection does not authorize medical services for the dis- 
ability for which discharged where that disability is the basis of 
eligibility, as for example, a disability for which the man was dis- 
charged on a line of duty finding by the military service but which is 
not compensable under VA criteria because of an adverse finding for 
VA purposes. The VA regulations authorize treatment for the con- 
dition which resulted in the discharge for disability. It is, therefore, 
suggested that the following sentence be added at the end of subsec- 
tion (a): 


Veterans eligible under this subsection by reason of discharge or release for dis- 
ability incurred or aggravated in line of duty may also be furnished medical 
services for that disability, even though it is not a service-connected disability 
for the purposes of this title. 


Section 512 (6) (4) 


In the interest of clarity, it is suggested this clause be amended 
to read: 


(4) which is associated with and is aggravating disability from some other dis- 
ease or injury which was incurred in or aggravated by active service; or. 


The suggested language is that of existing law. 
Section 512 (c) 


It is suggested that the location of subsections (c) and (d) be 
reversed. At present, subsection (c) which is general in character is 


interposed between subsections (b) and (d) relating specifically to 
dental services. 


Section 512 (d) 
On page 67, line 1, after the word “appliances”, it is suggested that 


the words “for a dental condition or disability” be inserted to clarify 
the meaning of the paragraph. 


Section 513 


Insert the word “‘training’’, page 67, line 19, after the word “other’’, 
to conform to existing law and in the interest of consistency with the 
remainder of the section. 

Section 514 


Change the word “persons’’, page 67, line 25, to “veterans” in the 
interest of consistency with the remainder of the section. 
Section 615 

This section is not based on any specific provision of existing law, 
but does conform to long-standing Veterans’ Administration regulations 
dealing with the question of reimbursement for unauthorized medical 
expenses. While for some purposes it might be convenient if a specific 
statutory basis for these regulatory provisions were to be provided, 
section 515 would have the effect of precluding their future modifica- 
tion. Since these regulations are currently under study, it would 
appear preferable that section 515 be deleted from the bill at the pre- 
sent time. In the event this section is to be retained in the bill, the 
Veterans’ Administration would wish to reserve the right to submit 
further comments with respect to this matter during the course of the 
bill’s consideration by the Congress, 
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Titte [X—Appuications, Errective Dates, AND PAYMENTS 


Section 903 and section 904 


The counterpart provisions of existing law on the subject of incom- 
plete applications and disallowed claims are not applicable to claims 
for benefits under the Government life-insurance programs. The 
restatement in these sections has been broadened to extend their 
applicability to benefits under any law administered by the Veterans’ 
Administration. It is recommended that a section be added to part A 
of this title providing that the provisions of sections 903 and 904 


shall not apply to any application or claim for Government life 
insurance benefits. 


Section 910 (a) 


This provision with respect to effective dates is not in accord with 
existing law. The words “receipt of’ should precede the word ‘‘appli- 
sation” in line 7, page 84. It is recommended that the provision be 
so corrected. 


TitteE X—Specrat Provisions ReLatTinc To BENEFITS 


Section 1001 (a) 


Among other things it is provided in this section that it shall not be 
construed to prohibit the assignment of “insurance”? payable under 
title III of the World War Veterans’ Act, 1924. This provision is 
apparently patterned after section 3 of Public Law 262, 74th Congress, 
which, however, uses the term ‘‘converted insurance’. Since the 
right to assignment does not apply to yearly renewable term insurance 
it is therefore recommended that the word “converted” be inserted 
before the word “‘insurance”’ in line 23, page 90. 


Section 1003 (a) 


This section sets forth types of certain discharges or dismissals 
which are bars to benefits, including a discharge as an alien. The 
effect of the latter type of discharge is not limited under existing law 
to World War I cases. Accordingly, it is recommended that the 
words “after April 5, 1917, and before November 12, 1918,” in lines 2 
and 3, page 93, be deleted and the following words “during a period of 
hostilities” be substituted. 

The form of the exception of the Government life-insurance acts 
from the provisions of this subsection (lines 4—6, p. 93) is ambiguous. 
It could be argued that a discharge or dismissal of the type described 
in the section would not bar rights for benefits under such insurance 
acts. This would be contrary to certain specific provisions of the 
latter acts. For clarification, therefore, it is recommended that the 
parenthetical exception be deleted and a new subsection added to 
provide that— 


This section shall not apply to any war-risk insurance, Government (converted) 
or national service life insurance policy. 


Section 1004 (a) 

In view of the definition of ‘‘pension”’ in title I of the bill, it is not 
clear whether payment of naval pension (see sec. 2201 (30) (C)) would be 
included in all cases. Accordiagly, in order to conform to existing 
construction of the law on duplicate payments, it is recommended that 
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the words “or initial award of naval pension granted after July 13, 
1943” be inserted after the word “pay” in line 22, page 93. 


Tirte XIJI—Boarp or Vererans’ APPEALS 


Section 1304 (a) 


This section provides that “Decisions on such appeals shall be 
made by the Board”. Existing law provides that— 


Jurisdiction to render final decisions * * * shall vest in the 
Board of Veterans’ Appeals * * *, 


It is essential that jurisdictional authority in the Board for “final 
decisions” be continued as under existing law. To accomplish this it 


is recommended that the word “Final” be inserted at the beginning of 
the last sentence on line 17, page 106. 


Tirte XIV—DEpARTMENT OF MEDICINE AND SURGERY 


It is recommended that the words “or dental medicine”’ be inserted 
after the phrase ‘‘doctor of dental surgery”, line 24, page 111, and line 
1, page 114. This change would bring these professional references 
up to date and would be consistent with the terminology used in the 
amendatory act of September 5, 1950 (38 U.S. C. 15g) which is now 
incorporated in section 1408 of the bill. 

As another purely formal matter, it is noted that the term “‘doctors, 
dentists and nurses” is used in several provisions of this title. While 
it is recognized that this term is identical with that used in the existing 
law it is nevertheless somewhat misleading since dentists are also 
“doctors”. It is therefore recommended that the mentioned phrase 
be changed to read “physicians, dentists and nurses’? wherever it 
appears in the title. For the same reason the word “doctor” in line 
23, page 117, should be changed to “physician”. This change would 
also be consistent with the reference to “physicians, dentists and 
nurses’ now appearing in seetion 1414 (a) of the bill. 

In lines 1 and 2, page 118, the reference to the named official is 
intended to be the Assistant Chief Medical Director for Dentistry. 


For clarity, therefore, it is recommended that the designation be so 
changed. 


Titte XV—Murwnors, [NcomPpeTrents aNpD OrHer Warps 
Section 1502 (d) 

This subsection provides that under certain conditions funds in the 
hands of a guardian which would otherwise escheat to a State will 
escheat to the United States. Such funds could be derived from any 
benefits payable under laws administered by the Veterans’ Adminis- 
tration. Under the similar provision of existing law escheat of 
insurance funds to the United States in this situation is limited to 
automatic, gratuitous, or term insurance. This section therefore 


would extend existing law by making the escheat provision applicable 
to converted insurance. 
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Section 1502 (e) 


This provision authorizes the Administrator to pay benefits to the 
wife of an incompetent veteran who is “receiving hospitalization or 
domiciliary care’ and who has no guardian. This subsection is 
apparently designed to restate the first proviso of section 21 (4) of 
the World War Veterans’ Act, 1924, which is not limited to an incom- 
petent veteran receiving hospitalization or domiciliary care. Accord- 
ingly, the quoted words should be deleted from lines 8 and 9, page 128. 
Section 1508 (b) (3) 

The similar provision of existing law dealing with institutional 
awards is not limited to cases where the incompetent veteran is being 


furnished treatment or care “by the Veterans’ Administration” 
Accordingly, the quoted words should be deleted from line 9, page 132, 


Tirte XVI—AGENTs AND ATTORNEYS 


Section 1602 (a) (2) 

Existing law does not authorize the Administrator to furnish space 
and office facilities to all classes of organizations recognized in con- 
nection with preparing, presenting, and prosecuting “claims under 
laws administered by the Veterans’ Administration. Such authority 
is limited to national organizations, pursuant to section 200 (c) of 
Public Law 346, 78th Congress, as amended. Accordingly, this sub- 
section would be amended to delete the words “such organizations” 


in line 19, page 134, and substitute the words “national organizations 
so recognized”’. 


Section 1602 (c) 


To conform to existing law, the words “, while not on active duty,” 
should be inserted before the word “shall” in line 7, page 135 (see 
sec. 200, Public No. 844, 74th Cong.). For clarity, it is suggested 
that the words “rendered in connection with any such claim” be 
inserted after the word “Service” in line 5. 

Section 1605 


The portion of this section which provides a penalty for one who 
“wrongfully withholds from any claimant or beneficiary any part of 
a benefit or claim allowed and due him” is apparently a restatement, 
in part, of section 202, Public No. 844, 74th Congress, which is not 
applicable to laws pertaining to Government life insurance. 


Titte XVII—Aca@uisitTiIon AND OPERATION oF HOSPITAL AND 
DomiciuiAry Factuities; PRocUREMENT AND SUPPLY 


Section 1701 (c) 


To conform to existing law (38 U.S. C. 438}) the words “subject to 
the approval of the President” should be added before the period at 
the end of the subsection. 


Section 1704 
To be consistent with the forepart of the first sentence, the words 
“and domiciliaries” should be added at the end of line 5, page 141. 
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Section 1711 


With one exception, this section constitutes a restatement of the 
provisions of existing law relating to the Veterans’ Administration 
revolving supply fund. The exception referred to is the omission 
of the language in the original supply fund legislation (Second Inde- 
pendent Offices Appropriation Act, 1954, 67 Stat. 187), “the Admin- 
istrator is authorized to capitalize at fair and reasonable values as 
determined by him, all supplies and materials and depot stocks of 
equipment on hand or on order.”’ In initially establishing the revolv- 
ing supply fund, the quoted authority of the Administrator was 
utilized to capitalize that inventory on hand and on order acquired 
and charged under two budget objects, which constituted the principal 
part of the authorized capital. The permissive language of the law 
enabled the scheduling of studies to determine whether supplies not 
purchased under these two budget objects were appropriate for capital- 
ization, and progressive action has been taken, as the result of each 
study, to capitalize these items where appropriate. 

Currently, there are plans to capitalize stocks of printing and du- 
plicating materials, duplicating equipment, and blank forms and other 
printed matter. Further study may also indicate the desirability of 
capitalizing supplies purchased under other budget objects. It is 
therefore recommended that this section of the bill be amended to 
continue the authority of the Administrator to capitalize, at fair and 
reasonable value as determined by him, all supplies and materials 
and depot stocks of equipment on hand or on order. 


Tirte XITX—Disposition or Decreasep VETERANS’ PERSONAL 


PROPERTY 
Section 1902 (a) 


In order to complete the meaning of section 1902 (a) and to be 


consistent with existing law, the phrase “as hereafter provided in this 
part”? should be added at the end of the subsection. 


Titte XXI—MIscELLANEOUS 


Section 2101 (b) 


This subsection provides that mileage may be paid in connection 
with vocational rehabilitation or for the purpose of examination, treat- 
ment, or care before the completion of travel. Existing law on this 
subject authorizes mileage to be paid prior to completion of travel but 
as to examination, treatment, or care, only upon its termination. 
Accordingly, this subsection should be amended to read: 

(b) Mileage may be paid under this section in connection with vocational 


rehabilitation, or upon termination of examination, treatment, or care, before the 
completion of travel. 


Section 2101 (d) 

It is recommended that the words ‘“‘and their authorized attendants” 
be inserted following the word “veterans” in line 22, page 171. This 
would be consistent with the basic travel expense provision in the 


preceding subsection and would be in conformity with the present 
administrative practice. 
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Section 2105 (b) 


The limitations with respect to benefits available to certain Philip- 
pine Scouts, contained in the provisions of Public Law 391, 79th 
Congress, which would be restated in this section, do not apply to 
servicemen’s indemnity under the subsequently enacted Servicemen’s 
Indemnity Act of 1951, or to insurance issued pursuant to sections 620 
and 621 of the NSLI Act, as added by the Insurance Act of 1951. 
Section 2105 (b) should therefore be amended to include these benefits 
within the exception to the general limitations. (See Administrator’s 
Decisions Nos. 899, April 1, 1952, and 912, August 22, 1952.) 


Tirte XXIJI—AMENDMENTS AND REPEALS 


AMENDMENTS 
Section 2201 

(11) The language proposed to be substituted in section 212 of the 
act of June 30, 1932, would result in repetition of the word “during” 
which now precedes the words proposed to be stricken. 

(12) The amendatory language used in this section changes the 
basic entitlement period specified in ay VII and VIII of Veterans 
Regulation No. 1 (a), as amended (38 U.S. C. 720 et seq.). Moreover, 
since both parts VII and VIII contain self- sufficient deiinitions of the 
basic service periods applicable to those benefits, and all other provi- 
sions of the Public No. 2 system and the Veterans Regulations are 
being repealed, there appears to be no need for the retention of any 
portion of section 1. Accordingiy, it is recommended that this item 
be deleted from section 2201 and that section 1 of tne act of March 20, 
a oe be included for repeal under section 2202 (121) of the bill. 

(15) The proposed amiahialaah could properly be made only if 
part Vv Il, Veterans Regulation No. 1 (a) (vocational rehabilitation) 
were amended to change the honorable discharge requirement in 
paragraph 1 to one of discharge under conditions other than dis- 
honorable. Appropriate amendments should also be made in the 
exception to the proviso in that paragraph and in paragraph (1) of 
Public Law 894, 8ist Congress (each of which refers to see. 1503), 
Section 1503 of the Servicemen’s Readjustment Act liberalized the 
discharge requirements for benefits under Public No. 2, 73d Congress, 
without specifically amending the various benefit provisions in that 
act and oF Veterans Regulations. Unless part VII, Veterans Regu- 
lation No. 1 (a) is amended as suggested the proposed amendment to 
section 1503 might have the effect of restoring the honorable discharge 
requirement. 

(19) “38 U.S. C. 1082” should read “5 U.S. C. 1082.” 

(28) “section 101” should read ‘102.’ 

REPEALS 
Section 2202 


(34) and (35) Citations should be to volume ‘26” of the Statutes 
at Teas rather than to ‘‘27.” 

(78) (A) “December 28, 1941” should read “December 26, 1941.” 

(SO) The citation to 38 United States Code should also include 
section 268. 
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(98) This item, among other things, would repeal section 210 of 
the World War Veterans’ Act, 1924. Section 305 of that act provides 
“That compensation which is uncollectible by reason of the provisions 
of * * * section 210 of the World War Veterans’ Act, 1924” shall be 
considered as uncollected compensation for the purposes of section 305, 
The provision of H. R. 53 comparable to the repealed section 210, 
World War Veterans’ Act, is contained in section 910 of the bill, 
Accordingly, it is recommended that there be added to section 2201 
of the bill an amendment to section 305 of the World War Veterans’ 
Act inserting the words ‘‘section 910 of the Veterans’ Benefits Act of 
1957” at the appropriate place in the last proviso thereof. 

(120) The repeal of this statute dealing with retired personnel of 
the Regular Army, is a matter concerning which the Committee may 
wish to contact the Department of Defense. 

(124) Section 4 deals with veterans’ benefits and would be in order 
for repeal. The Department of Defense is primarily concerned with 
the remainder of the act. 

(135) ‘‘and section 600” should be preceded by a semicolon. 

(152) “38 U.S. C. 583” should read “38 U. S. C. 582 (c).” 

(169) The proposed repeal of section 1500 (a) of the Servicemen’s 
Readjustment Act serves to focus attention upon the fact that certain 
administrative and deiinitive provisions now applicable to parts VII 
and VIII of Veterans Regulation No. | (a) (vocational rehabilitation 
and World War II education and training) are not being restated in 
this act as applicable to those programs. By way of example, atten- 
tion may be invited to the definition of the term “child” and to the 
provisions relating to the effective dates of awards. While it appears 
that section 210 (c) of the bill provides sufficiently broad authority 
for the Administrator to supply any omitted provision by regulation, 
it is believed that the matter warrants consideration by the committee 
so that a determination may be made as to whether these provisions 
should be incorporated in parts VII and VIII (perhaps by general 
reference) or left to regulatory authority. 

Sections 1506 and 1507 pertain to portions of the Servicemen’s 
Readjustment Act of 1944 which are not affected by H. R. 53 and 
should not be included among the repealed sections, 

(178) The third proviso in the paragraph, not repealed herein, s 
insufficient when standing alone. It would seem to be preferable to 
repeal the proviso and incorporate its substance in section 21U5 (a) 
of the bill. 





Executive Orricre oF THE PRESIDENT, 
BuREAU OF THE BupDGrT, 
Washington, D. C., February 7, 1957. 
Hon. Ourn E. Treacur, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington, D. C. 

My Dear Mr. Cuarroan: This isin reply to your letter of January 
7, 1957, requesting the views of the Bureau of the Budget regarding 
H. R. 53, a bill to consolidate into one act, and to simplify and make 
more uniform, the laws administered by the Veterans’ Administration 
relating to compensation, pension, hospitalization, and burial benefits, 
and to consolidate into one act the laws pertaining to the administra- 
tion of the laws administered by the Veterans’ Administration. 
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The intent of the bill is to simplify and embody in substance the 
existing provisions of law relating to compensation, pension, hospital- 
ization, and burial benefits and their administration by the Veterans’ 
Administration. Since H. R. 53 is an “omnibus” bill which, except 
for technical differences, incorporates the provisions of H. R. 54, 55, 
56, and 57, the comments relating to H. R. 53 are equally applicable 
to these individual measures. 

The Bureau of the Budget endorses the objective of these bills, 
Consolidation of the many laws relating to veterans’ benefits should 
serve to expedite the adjudication of claims and render the system 
more comprehensible to veterans and the public. Codification was 
also recommended by the President’s Commission on Veterans’ 
Pensions, which noted the direct personal impact of these statutes on 
veterans and their dependents who, because of the complexities of 
existing statutes, are often uncertain about the benefits to which they 
may be entitled. The Veterans’ Administration’s concurrent efforts 
to index, codify, and simplify precedents and regulatory material 
would also undoubtedly be facilitated by the enactment of this bill. 

While the primary intent of this legislation is codification, sub- 
stantive changes to existing law are also incorporated within it. 
One important extension of existing law would make all benefits 
authorized in the bill available to veterans of any future war. Other 
modifications will be outlined to the Committee by the Administrator 
of Veterans’ Affairs in his report on this measure. The Bureau of 
the Budget does not believe that a codification is an appropriate 
vehicle for new legislation. With this in mind, the Bureau would 
recommend that your committee make a particularly searching 
inquiry into the merits of each of the substantive changes incorporated 
in the bill. 

The potential costs of this bill are associated with its contemplated 
changes from existing law. It has not been possible, at this date, to 
accurately determine such costs, but it is believed they would be 
relatively small. 

Accordingly, the Bureau of the Budget recommends that the bill 
be revised to eliminate major substantive changes which are not 
necessary to achieve the stated purpose of the bill. With the above- 
mentioned reservation, the Bureau of the Budget would favor enact- 
ment of this legislation. 

Sincerely yours, 
Rosert E. Merriam, 
Assistant Director. 
RAMSEYER RULE 


This bill does not conform to the Ramseyer rule as required by 
clause 3 of rule XIII of the House of Representatives; the reason being 
that the bill calls for the repeal of over 200 separate provisions of ex- 
isting law. ‘To print these laws in the form required by the Ramseyer 
rule would require approximately 500 pages. The committee, in its 
judgment, felt that this would be a waste of Government funds since 
there is no intent to basically change the laws governing veterans and 
their dependents except as indicated previously and that it would be 
repetitious, unnecessary, and most expensive to comply with the 
Ramseyer rule in this particular case. 
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BANNING PENSION PAYMENTS TO CERTAIN PRISONERS 





Marca 28, 1957.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Teacue of Texas, from the Committee on Veterans’ Affairs, 
submitted the following 


REPORT 


[To accompany H. R. 71} 


The Committee on Veterans’ Affairs, to whom was referred the bill 
(H. R. 71) to prohibit the payment of pensions to persons confined 
in penal institutions for periods longer than 60 days, having considered 
the same, report favorably thereon without amendment and recom- 
mend that the bill do pass. 


EXPLANATION OF THE BILL 


This bill (identical to H. R. 10477 of the 84th Cong., which passed 
the House but failed of passage in the Senate) provides that pension 
under public or private laws administered by the Veterans’ Admin- 
istration shall not be paid to an individual who has been imprisoned 
in a Federal, State, or local penal institution as a result of conviction 
for a felony or misdemeanor for any part of the period beginning on 
the 61st day of his imprisonment and ending when the imprisonment 
ends. 

Pension is a gratuity payable solely to otherwise eligible veterans 
who served during a war or comparable period. Payment of pension 
for veterans of the Civil War, Spanish-American, and Indian Wars 
has been based on age or non-service-connected disability. How- 
ever, in the case of veterans of World War I, II, and Korea, the 
requirement is essentially non-service-connected disability coupled 
with need, as set forth below: 


Under existing law (Veterans Regulation No. 1 (a), pt. 
III, as amended), veterans of World War I, World War II, 
the Spanish-American War, Philippine Insurrection, and 
Boxer Rebellion are eligible for pension based on permanent 
and total non-service-connected disability. Pension is pay- 
able to any such veteran who served in the active military 
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or naval service for a period of 90 days or more during such 
wars aid who was discharged therefrom under conditions 
other than dishonorable, or who, having served less than 90 
days, was discharged for disability incurred in service in 
line of duty. The veteran must have been in active service 
before the cessation of hostilities and be suffering from 
nonservice-connected permanent and total disability not in- 
curred as a result of his own willful misconduct or vicious 
habits. The rate of $66.15 per month, except that where the 
veteran shall have been rated permanent and total and has 
been in receipt of pension for a continuous period of 10 years 
or reaches the age of 65 vears and is permanently and totally 
disabled, the rate is $78.75 per month. A rate of $135.45 
per month is authorized in the case of an otherwise eligible 
veteran who is, on account of age or physical or mental dis- 
ability, helpless or blind or so nearly helpless or blind as to 
need or require the regular aid and attendance of another 
person. Such pension is not payable to any unmarried per- 
son whose annual income exceeds $1,400 or to any married 
person or any person with minor children whose annual in- 
come exceeds $2,700. Any person who served in the active 
service in the Armed Forces of the United States on or after 
June 27, 1950, and prior to February 1, 1955, is also eligible 
for pension under part III as provided i in the act of May 11, 
1951 (Public Law 28, 82d Cong.). 

In the administration of the aforementioned provisions the 
determination of permanent total disability is made on a very 
liberal basis. Such a rating is granted (where the require- 
ment of permanence is met) when there is a single disability 
of 60 percent or 2 or more disabilities, 1 of which is 40 percent 
in degree, combined with other disability of disabilities to a 
total of 70 percent, and unemployability attributed thereto. 
Although age alone is not considered as a basis for entitlement 
to such. pension, it is considered in association with disability 
and unemployability in determining permanent and total 
disability. The aforementioned percentage requirements are 
reduced on the attainment of age 55 to a 60-percent rating 
for 1 or more disabilities, with no percentage requirement for 
any 1 disability; at age 60 to a 50- -percent rating for 1 or more 
disabilities; and at age 65 to 1 disability ratable at 10 percent 
or more. When these reduced percentage requirements are 
met and the disability or disabilities involved are of a perma- 
nent nature, a permanent and total disability rating will be 
assigned, if the veteran is determined to be unable to secure 
and follow substantially gainful employment by reason of 
such disability. 

Widows are entitled to non-service-connected death pen- 
sion based on their husband’s war or comparable service, 


with various marriage and other requirements specified in the 
laws. 


It has come to the attention of the committee, based on a survey 
(in the 84th Cong.) made of 10 States (Tennessee, Ohio, Colorado, 
California, New Mexico, Oregon, Pennsylvania, New York, Illinois, 
and Georgia) as well as the Federal penal institutions, that there are 





a | 


~_ = 
@re~- 


BANNING PENSION PAYMENTS TO CERTAIN PRISONERS 3 


a number of veterans, and some widows, now incarcerated in penal 
institutions who are drawing pension, compensation, or retirement 
pay. 

The committee is of the opinion that there is no valid basis why a 
man should receive a pension for non-service-connected disabilitv or 
age while he is incarcerated in a penal institution for a crime of which 
he has been convicted. In the case of compensation for a service- 
connected disability the committee is of the opinion that that is an 
entirely different benefit, based on disability, and to deprive a man 
of his service-connected compensation would be imposing an addi- 
tional penalty. The same is true of retirement pay which is paid on 
an entirely different basis from pension, 

Section 2 of the bill provides that the Administrator may apportion 
and pay to the wife and children of a veteran the pension which such 
veteran would be eligible to receive if he had not been incarcerated in 
a penal institution. Provision is also made for paying to a child or 
children, where the widow is disqualified by imprisonment, the pension 
which would be payable if there were no widow. Similarly, in the 
case of a disqualified child, the widow would receive a reduced pension. 

The period of 60 days was set as it is believed that most sentences 
for minor offenses would be below this length of imprisonment. 

While there would be some additional administrative burden placed 
upon the Veterans’ Administration as a result of the enactment of 
this legislation, it does appear that there will be savings rather than 
any additional cost and in any event the committee is of the opinion 
that sound public policy requires no pension for a non-service-con- 
nected disability or age be paid to a person who is serving a sentence 
for the conviction of a felony or misdemeanor. 

The committee’s investigation revealed that veterans in Federal 


and 10 States penal institutions had been convicted of various felonies 
and misdemeanors, including: 


Automobile theft Distilling, illegal 
Impersonating Federal employee Propation violation 
Narcotic sale Drunk and disorderly conduct 
Forgery Manslaughter 

Bank robbery Sodomy 

Rape Arson 

False claims Carnal abuse of child 
Altering Government check Incest 

Murder Bigamy 

Counterfeiting Abandonment of children 
White slavery Abortion 

Tax evasion Check, worthless passing 
Firearms, unlawful possession Kidnaping 

Liquor-law violation Rioting 

False statement Adultery 

Burglary Driving while drunk 
Larceny Vagrancy 

Fraud Stolen property, receiving 
Assault Confidence game 

Obscene literature, mailing Nonsupport of dependents 
Conspiracy 


The reports of the Veterans’ Administration, General Accounting 
Office, and Bureau of the Budget follow: 
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VeTeRANS’ ADMINISTRATION, 
OFrFicE OF THE ADMINISTRATOR OF VETERANS’ AFFAIRS, 
Washington, D. C., February 1, 1957. 
Hon. Oui E. Teacue, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington, D. C. 


Dear Mr. Treacue: This is in reply to you request for a report by 
the Veterans’ Administration on H. R. 71, 85th Congress, a bill to 
prohibit the payment of pensions to persons confined in penal institu- 
tions for periods longer than 60 days. 

The purpose of the bill is to prohibit the payment of pension under 
public or private laws administered by the Veterans’ Administration 
to any person while imprisoned in a Federal, State, or local penal insti- 
tution as the result of conviction of a felony or misdemeanor, the sus- 
pe of payment to begin on the 61st day of imprisonment. The 

ill would authorize the payment to designated dependents of the pen- 
sion otherwise payable to the person imprisoned. 

H. R. 71 is identical to H. R. 10477, 84th Congress, as reported 
favorably by your committee and passed by the House on July 23, 
1956. The bill was pending in the Senate at the close of the 84th 
Congress. 

Pension is a gratuity payable for age or non-service-connected dis- 
ability to otherwise eligible veterans who served in the Armed Forces 
of the United States in time of war and to the dependents of such vet- 
erans after their death from non-service-connected causes. Confine- 
ment in a penal institution is not a bar to payment of pension. His- 
torically, however, it may be noted that prior to the act of August 8, 
1946 (60 Stat. 908), there was authority to reduce pension, compen- 
sation, and retirement pay to persons without dependents w hile being 
furnished institutional, including penal, care by the United States or 
any political subdivision thereof. The mentioned law repealed such 
authority and provided for a temporary withholding of a portion of 
pension, compensation, or retirement pay in cases of persons without 
dependents, but only when receiving hospital, domiciliary, or institu- 
tional care by the Veterans’ Administration. Upon release, the with- 
held payments were authorized to be made. 

Section 1 of the bill provides that an individual who has been 
imprisoned in a Federal, State, or local penal institution as the result 
of conviction of a felony or misdemeanor shall not be paid pension 
under public or private laws administered by the Veterans’ Adminis- 
tration during any part of the period beginning 61 days after his 
imprisonment and ending when his imprisonment ends. Subsection 
2 (a) of the bill would authorize the apportionment of such pension 
to the wife or children of a veteran otherwise entitled thereto who is 
disqualified by reason of section 1; and subsection 2 (b) would author- 
ize payment to the veteran’s child or children, where the widow is 
disqualified by imprisonment, the pension that would be payable if 
there were no widow; and payment to the widow, where a child is so 
disqualified, the pension that would be payable if there were no such 
child. Section 3 would provide that the act would take effect on 
the first day of the second calendar month which begins after the 
date of its enactment. 
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It is recognized that H. R. 71, if enacted, would create administra- 
tive problems and additional cost in connection with stop payments, 
amended awards, and overpayments. Further, it should be appre- 
ciated that full effectiveness of the law will be dependent to a great 
degree upon the cooperation afforded the Veterans’ Administration 
by the penal institutions concerned. 

There are no available data within the Veterans’ Administration 
to indicate the number of veterans or dependents of deceased veterans 
receiving pension benefits who are now imprisoned in penal institu- 
tions, nor the extent of confinement of such persons. Therefore, it 
is not possible to estimate benefit savings which should result where 
the confined person has no dependents eligible for apportionment, nor 
the one of the administrative costs resulting from this proposal, if 
enacted. 

In my judgment it is reasonable to deny pension to persons during 
their confinement for conviction of serious offenses. Accordingly, 
and in view of the fact that the proposal would authorize apportion- 
ment of the pension to dependents, I believe the bill has merit. 

Advice has been received from the Bureau of the Budget that there 
would be no objection to the submission of this report to your 
committee. 

Sincerely yours, 
H. V. Hietry, Administrator. 





CoMPTROLLER GENERAL OF THE UNITED SraTEs, 
Washington, January 15, 1957. 
B-130279. 
Hon. Ourn E. Teacue, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives. 

Dear Mr. CuarrMan: Your letter of January 7, 1957, requests our 
comments on H. R. 71 relating to the payment of pensions to persons 
confined in penal institutions. 

H. R. 71 provides that a pension under public or private laws 
administered by the Veterans’ Administration shall not be paid to or 
for an individual who has been imprisoned in a Federal, State, or local 
penal institution as a result of conviction for a felony or misdemeanor 
for any part of the period beginning 61 days after his imprisonment 
and ending when the imprisonment ends. 

H. R. 71 is identical with H. R. 10477, 84th Congress, which passed 
the House of Representatives July 23, 1956, and the problem which 
this bill is designed to solve is set out in House of Representatives 
Report No. 2579, 84th Congress, on H. R. 10477. 

The question of whether pension payments should be made to an 
individual during a period while he or she is serving a sentence for the 
conviction of a felony or misdemeanor is one of policy for the Congress 
to decide; but it would seem reasonable to suspend or terminate the 
pension payments during such period, particularly as the needs of the 
individual are otherwise provided for during imprisonment. 

We have no objection to enactment of H. R. 71. 

Sincerely yours, 
JosEPH CAMPBELL, 
Comptroller General of the United States. 
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EXxeEcuTIve OFrFricre OF THE PRESIDENT, 
BUREAU OF THE BupDGeET, 
Washington, D. C., February 11, 1987. 
Hon. Ourn E. Treacue, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington, D. C. 


My Dear Mr. Cuarrman: This is in reply to your letter of January 
7, 1957, requesting the views of the Bureau of the Budget on H. R. 71, 
a bill to prohibit the payment of pensions to persons confined in penal 
institutions for periods longer than 60 days. 

This bill is identical with H. R. 10477, 84th Congress, which passed 
the House after favorable reports by the Administrator of Veterans’ 
Affairs and by your committee. 

The Bureau of the Budget favors the objectives of H. R.71. How- 
ever, we view this particular issue as one aspect of a general range of 
problems concerning the payment of benefits to veterans in penal, 
hospital, and other public institutions. It is noted that the com- 
mittee, in its report on H. R. 10477, distinguished between pensions 
on the one hand and compensation on the other with respect to pay- 
ment during imprisonment. Whether this distinction should be made 
without extensive consideration of the theories and policies on which 
compensation payments are based is a matter which the Bureau hopes 
is not foreclosed by this legislative history. We suggest that this 
aspect of the problem be studied further in order to develop more fully 
the question of whether compensation should in any way be adjusted 
during long periods of confinement in penal and other public institu- 
tions. 

The Bureau of the Budget favors the enactment of H. R. 71. 

Sincerely yours. 
Ropert E. Merriam, 
Assistant Director, 
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INCREASED COMPENSATION FOR CERTAIN SERVICE- 
CONNECTED DISABLED VETERANS 





Marcu 28, 1957.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Tracue of Texas, from the Committee on Veterans’ Affairs, 
submitted the following 


REPORT 


[To accompany H. R. 76] 


The Committee on Veterans’ Affairs, to whom was referred the bill 
(H. R. 76) to amend the Veterans Regulations to provide an 
increased statutory rate of compensation for veterans suffering the 
loss or loss of use of an eye in combination with the loss or loss of use 
of a limb, having considered the same, report favorably thereon with 
amendments and recommend that the bill as amended do pass. 

The amendments are as follows: 

Page 1, line 8, insert immediately before the last word, “‘or’’, the 
following: “‘or both buttocks,”’. 

Page 2, line 6, insert immediately after the word “hand,” the fol- 
lowing: ‘‘, or both buttocks,” 


EXPLANATION OF THE BILL 


Existing law authorizes basic rates of compensation which is paid 
according to degree of disability. For example, in wartime cases 
basic rates range from $17 for a 10 percent disability to $181 monthly 
for total disability. In addition, certain statutory awards are author- 
ized for specific disabilities. Among such awards is the payment of 
an allowance of $47 per month (in wartime cases), in addition to the 
basic rate applicable, where the veteran has lost the use of a hand, a 
foot, both buttocks, an eye, or creative organ. However, unless the 
veteran has a combination of disabilities for which a specific award of 
$279 (or higher but not exceeding $420) is payable, he may receive 
only one additional allowance of $47 for the mentioned specific losses 
even though he may have more than one such loss. This bill would 
authorize the payment of the additional allowance for each such loss, 
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in addition to the basic rate of compensation. For example, a veteran 
with the loss of an eye, a hand, and a creative organ may now receive 
only one allowance of $47 in addition to the basic rate of compensation 
based on the combined degree of disability. Enactment of the bill 
will authorize in such a case an allowance of $141 (three times $47) in 
addition to the basic rate. In peacetime cases the rates are 80 percent 
of the abovementioned rates. 

The Veterans’ Administration does not have available data on which 
to base an estimate of the cost of the bill if enacted. 

An identical bill in intent was reported by the committee in the 
83d Congress and in the 84th Congress H. R. 1614 passed the House 
but failed of passage in the Senate. 

The amendments correct an error in the introduction of the bill but 
do not broaden the class of beneficiaries and conform to existing law. 

The report of the Veterans’ Administration follows: 


VETERANS’ ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR OF VETERANS’ AFFAIRS, 
Washington 25, D. C., March 12, 1957. 
Hon. Ourn E. Teacup, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington 25, D. C. 


Dear Mr. Tracue: Reference is made to your request for a report 
by the Veterans’ Administration on H. R. 76, 85th Congress, a bill 
to amend the Veterans Regulations to provide an increased statutory 
rate of compensation for veterans suffering the loss or loss of use of 
an eye in combination with the loss or loss of use of a limb. 

The purpose of the bill is to amend subparagraph (k) of paragraph 
II, part I, Veterans Regulation No. 1 (a), as amended, to provide that 
if the disabled person, as the result of service-incurred disability, has 
suffered the anatomical loss or loss of use of a creative organ, or one 
foot, or one hand, or blindness of one eye, having only light perception, 
the rate of compensation therefor shall be $47 per month for each 
such loss or loss of use independent of any other compensation pro- 
vided in subparagraphs (a) to (j). Under the present provisions of 
subparagraph (k) the increase is limited to one increase of $47, except 
where the losses are in addition to the conditions specified in sub- 
paragraphs (1) to (n). 

It is noted that the form of the bill does not take cognizance of the 
enactment of Public Law 969, 84th Congress, August 3, 1956, which 
amended subparagraph (I) to include the loss of both buttocks among 
the listed specific disabilities for which the additional allowance is 
payable. Accordingly, the enactment of H. R. 76 in its present form 
would, in effect, repeal Public Law 969. 

The basic percentage rates of compensation provided for wartime 
service-connected disabilities under subparagraphs (a) to (j) of the 
mentioned Veterans Regulations range from $17 monthly for 10 
percent disability to $181 monthly for total disability. Additional 
and specific rates for specified disabilities are set forth in subparagraphs 
(k) through (n), as follows: 


(k) If the disabled person, as the result of service-incurred disability, has suffered 
the anatomical loss or loss of use of a creative organ, or one foot, or one hand, or 
both buttocks, or blindness of one eye, having only light perception, the rate of 
compensation therefor shall be $47 per month independent of any other compensa- 
tion provided in part I, paragraph II, subparagraphs (a) to (j) ; and in the event of 
anatomical loss or loss of use of a creative organ, or one foot, or one hand, or both 
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buttocks, or blindness of one eye, paving only light perception, in addition to the 
requirement for any of the rates specified in subparagraphs (1) to (n), inclusive, of 
part I, paragraph II, the rate of compensation shall be increased by $47 per month 
for each such loss or loss of use, but in no event to exceed $420 per month. 

(1) If the disabled person, as the result of service-incurred disability, has suffered 
the anatomical loss, or loss of use of both hands, or both feet, or of one hand and 
one foot, or is blind in both eyes, with 5/200-visual acuity or less, or is permanently 
bedridden or so helpless as to be in need of regular aid and attendance, the monthly 
pension [compensation] shall be $279. 

(m) If the disabled person, as the result of service-ineurred disability, has 
suffered the anatomical loss or loss of use of two extremities at a level, or with 
complications, preventing natural elbow or knee action with prosthesis in place, or 
has suffered blindness in both eyes, rendering him so helpless as to be in need of 
regular aid and attendance, the monthly pension [compensation] shall be $329. 

(n) If the disabled person, as the result of service-incurred disability, has 
suffered the anatomical loss of two extremities so near the shoulder or hip as to 
prevent the use of a prosthetic appliance or has suffered the anatomical loss of 
both eyes, the monthly pension [compensation] shall be $371. 


The above rates and all other rates of disability compensation 
authorized under Public No. 2, 73d Congress, and the Veterans 
Regulations, are applicable to veterans of the Spanish-American War 
group, World War I, World War II, and veterans of service on or 
after June 27, 1950, and prior to February 1, 1955. Such rates are 
also payable if the specific disabilities were incurred in line of duty 
as the direct result of armed conflict or while engaged in extrahazard- 


ous service, including service under conditions simulating war. 


Except as noted, the rates of compensation payable for disability 
incurred in peacetime service are 80 percent of the wartime rates. 

It is noted that the title of H. R. 76 refers only to increased com- 
pensation for the “‘loss or loss of use of an eye in combination with 
the loss or loss of use of a limb.’”’ However, the bill, if enacted, 
would increase the compensation payable, independent of the basic 

ercentage rates of compensation, for any combination of loss or 
oss of use of a creative organ, foot, or eye or combination of loss 
or loss of use of a creative organ, hand, or eye. The loss or loss of 
use of both hands or both feet or of one hand and one foot are combi- 
nations of disabilities generally recognized as causing total permanent 
disability which normally requires the regular aid and attendance of 
another person and is compensable under subparagraph (1) above 
mentioned at a monthly rate higher than the basic percentage rate 
for total disability. 

Section 2 of H. R. 76 provides that “any increased compensation 
because of a combination of blindness of one eye with another dis- 
ability,” as therein authorized, shall be effective as of the first day 
of the first month following the date of enactment. The bill does 
not specify an effective date for increased compensation as a result 
of the loss or loss of use of a creative organ in combination with 
the loss or loss of use of a hand or foot. 

Section 202 (3) of the World War Veterans’ Act, 1924, as amended 
(repealed by Public No. 2, 73d Congress, March 20, 1933, and reen- 
acted with limitations by Public No. 141, 73d Congress, March 28, 
1934) provides in pertinent part: 

There shall be paid to any person who suffered the loss of the use of a creative 
organ or one or more feet or hands, as the result of an injury received in the 
active service in line of duty between April 6, 1917, and November 11, 1918, 
compensation of $25 [now $47] per month, independent of any other compensation 
which may be payable under this Act. * * *. 

It has been long established that the disjunctive provisions of section 
202 (3) of the World War Veterans’ Act, 1924, as amended, preclude 
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the payment of two statutory awards thereunder. Similar limiting 

rovisions were contained in subparagraph (k), paragraph II, part I, 
Veteraha Regulation No. 1 (a), as originally promulgated. Subpara- 
graph (k) was amended by Public Law 182, 79th Congress, to author- 
ize the payment of the additional amount for loss or loss of use of the 
body parts therein referred to in addition to the specific rates specified 
in subparagraphs (1) to (n), inclusive, and this amendment provided 
that the amounts so authorized shall be payable “for each such loss 
or loss of use.’”” However, no provision for the payment of additional 
compensation for more than one loss in the case of veterans in receipt 
of a basic percentage rate of compensation (authorized under subpars. 
(a) to (j)) was included in Public Law 182. 

The Veterans’ Administration does not have available data on 
which to base an estimate of the cost of H. R. 76, if enacted. 

As the committee is aware, the matter of statutory awards was one 
of the subjects in the field of veterans’ nonmedical benefits which was 
given extensive study and consideration by the President’s Commis- 
sion on Veterans’ Pensions. The recommendations of that Commis- 
sion are currently being analyzed and reviewed in the executive branch 
and the President has advised in his recent budget message that he 
will transmit to the Congress a special message outlining legislative 
proposals in the field of veterans’ programs. Under these circum- 
stances, it is believed desirable that action on H. R. 76 and similar 
proposals be deferred until the committee has available for its con- 
sideration the President’s views on these important subjects. 

Advice has been received from the Bureau of the Budget that there 
is no objection to the submission of this report to your committee 


and that the Bureau concurs in the foregoing recommendation of the 
Veterans’ Administration. 


Sincerely yours, 
H. V. Hieiry 


RAMSEYER RULE 


In accordance with clause 3 of rule XIII, House of Representatives, 
the epapgee made in existing law by the bill are shown as follows 
(existing law proposed to be omitted is in black bracke ts; new matter 


is in italics; existing law in which no changes are proposed i is shown in 
roman): 


, Administrator. 





SUBPARAGRAPH (k) or ParaGrapHa II, Parr Il, Vererans REGULATION 
No. 1 (a), aS AMENDED 


(k) If the disabled person, as the result of service-incurred disability, 
has suffered the anatomical loss or loss of use of a creative organ, or 
one foot, or one hand, or both buttocks, or blindness of one eye, ‘having 
only light perception, the rate of compensation therefor shall be $47 
per month for each such loss or loss of use independent of any other 
compensation provided in part I, paragraph II, subparagraphs (a) to 
(j); and in the event of anatomic al loss or loss of use of a creative organ, 
or one foot, or one hand, or both buttocks, or blindness of one eye, 
having only light perception, in addition to the requirement for any of 
the rates specified in subparagraphs (1) to (n), inclusive, of part I, 
paragraph I], the rate of compensation shall be increased by $47 per 


month for each such loss or loss of use, but in no event to exceed $420 
per month. 
O 
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INCREASING PENSION FOR SPANISH-AMERICAN WAR 
WIDOWS 





Marca 28, 1957.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Treaaue of Texas, from the Committee on Veterans’ Affairs, 
submitted the following 


REPORT 


[To accompany H. R. 358] 


The Committee on Veterans’ Affairs, to whom was referred the bill 
(H. R. 358) to increase the monthly rates of pension payable to 
widows and former widows of deceased veterans of the Spanish- 
American War, including the Boxer Rebellion and the Philippine 
Insurrection, having considered the same, report favorably thereon 
without amendment and recommend that the bill do pass. 


EXPLANATION OF THE BILL 


This bill increases the rate of pension payable to widows of the 
Spanish-American War to $75 monthly with proportionate increases 
for children under age 16 where there is no widow. The present rate 
is $54.18 if the widow was not the wife of the veteran during his period 
of service. If she was his wife during his service, the rate today is 
$67.73 a month. 

Approximately 83,200 cases are involved and all but slightly over 
4,000 of these were not the wife of the veteran during his period of 
service, thus the increase will be mainly from $54.18 to $75. 

Spanish War widows and veterans of the Spanish-American War 
do not have to meet any income limitations such as applies to pensions 
for veterans and dependents of World Wars I and II and Korea. 
The income limitations for this later group is $1,400 if the veteran 
has no wife or minor children or $2,700 if he does have a wife or minor 
children. The same income limits apply to the widows. The rate 
of pension for widows of World Wars I and II or Korea is $50.40. 

The average age of Spanish-American War widows on the pension 
rolls is 73. 
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The additional cost of this bill is estimated at $20,139,000 for the 
first year and is expected to decrease as follows during the ensuing 
4 years: 





Estimated number| Estimated addi- 








of cases affected tional cost 
TIE cick cntaniniieinaninehensdenanaauiieapoaiinnn pica eanaenine: 82, 200 $19, 905, 000 
Se. cchnceclgnpucdodhsiinacdunenisitidmanetiasuaidiiatiimes 80, 800 19, 550, 000 
a a ee 7, 800 18, 833, 000 
SPIO <cnok anicbidabdcrbdeubvbicckdedcvdatbinddakusdbbcuenketwda 74, 800 18, 111, 000 





The bill is identical to H. R. 2867 which passed the House in the 
84th Congress but failed of passage in the Senate. 

Enactment of H. R. 358 will have the effect indicated in the table 
which follows: 


Pension rales for widows and children, all wars 





| It widow Fach 
For non-service-connected deaths Widow Widow, | was wife of Widow, additional 
age 70 | veteran dur 1 ehild child 
ing service 
| | Spt 
Service on or after June 27, 1950, $50.40... ..... i albcinceinineeialh epee tiaiies Wilisivecusssbs $7 56. 
World War Il, World War I 
Spanish-American War, Philip 
pine Insurrection. Boxer Rebel- 
lion 
9 “ 
Act of May 1, 1926, as amended | $54 18. #78 ..|_......... $67.73, $75... |{ M231, $76.88. |\eg 13, 
Sec. 1, Public Law 144, 78th ic <ivsuniGhininanisdaieumeaettabbbalbresadeadaless 
O Cong., July 13 1943 | 
ivi War. Indian wars __......-. . » $48.77, $62.31. 
| $40 64.......] $84 18...| $67.73.......}{ rae th 13. 
—— SS 





For non-service-connected deaths No widow. 


1 child 
Service on or alter June 27, 1950, World $27.30.........| sense) $54.60.....-.--| $7 56. 
War Il World War I. | | | 


No widow, 
2 children 


Each addi- 
tional child 


No wittow, 
3 children 























Spanish American War, Philippine tn 
surrection, Boxer Rebellion: ? | 
Act of May 1, 1926, as amended. __...' $42.31, $83.13_.| $70.44, $91.26. .| $78.57, $99.39. .| $8.13. 
Sec. 1 Publie Law 144, 7&th Cong.. | $27 30.........| $40 95.........) $54.90. ........) $7 56 
July 13. 1943 | 
Cbpil War, Stee MiG inceccesceccesies $48 TT .oneveoee| $56.00. ........| $65 sien $8 13. 





' Subject to income limits of $1,400 annually if without children and $2,700 if with children. Limitations 
also apply to children alone 
? No income limits 


Nore.—Ficures in italics are as reported .n H. R 358. 
The report of the Veterans’ Administration follows: 


VETERANS’ ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR OF VETERANS’ AFFAIRS, 
Washington, D. C., March 12, 1957. 


Hon. Ourn E. Teacue, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington, D. C. 
Dear Mr. Teacvue: This is in reply to your requests for reports 
by the Veterans’ Administration relative to H. R. 358, H. R. 1190, 
. R. 2440, and H. R. 5051, 85th Congress, identically entitled bills 
to increase the monthly rates of pension payable to widows and 
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former widows of deceased veterans of the Spanish-American War, 
including the Boxer Rebellion and the Philippine Insurrection. 

Each of the bills proposes to increase the rates of nonservice-con- 
nected death pension payable to the widows and former widows of 
veterans of the Spanish-American War, including the Boxer Rebellion 
and Philippine Insurrection, under laws reenacted by the act of 
August 13, 1935 (49 Stat. 614), as amended and supplemented. 

i. R. 358, H. R. 2440, and H. R. 5051 are identical with H. R. 
2867, 84th Congress, with respect to which the Veterans’ Administra- 
tion submitted a report to your committee under date of March 17, 
1955 (Committee Print No. 56). H. R. 2867 passed the House of 
Representatives on July 20, 1956. 

Pursuant to section 2 of the act of May 1, 1926 (44 Stat. 382), as 
reenacted by the act of August 13, 1935, supra, and as amended (38 
U. S. C. 364 (a)), non-service-connected death pension is payable to 
otherwise eligible widows, former widows, and children of veterans of 
the Spanish-American War, Philippine Insurrection, or Boxer Re- 
bellion, who served 90 days or more, and were discharged or released 
from active service under conditions other than dishonorable, or were 
discharged for, or died in service of, a disability contracted in service 
in line of duty. To be entitled to such pension, the widow, among 
other things, must have been married to the veteran prior to January 1, 
1938. The current monthly rates of pension payable to such widows, 
former widows, and children are as follows: 


Widows and former widows: 


DIONE OE OE 6h. inn inne nace ngmehinicdees eae $54. 18 
Wile GUEIME GOEVIOE «necro unde pabcckboteeneentin dee 67. 73 
BC FOE GINTN CE ies icici poe st ociianeas eaten nomen & 13 
Children, where there is no widow: 
Tira Coe ee Bere)... ere 8. ek ane edeedineaate 62. 31 
Each additional child (to age 16) total equally divided__.....--.-- 8. 13 
Tn RI Sr 0 ne eee 27. 30 
S GRRE aah 16 OF Ot) ccccdcdcactlacdbsadauneudgiuensunce 40. 95 
& CRUGTON 1000 20 :O8 OVOP) ccgiesis Sn 44 Sab Siesta cease 54. 60 
Each additional child (age 16 or over)...........-...-..-...-.-- 7. 56 


Section 1 of H. R. 358, H. R. 2440, or H. R. 5051, if enacted into 
law, would establish a uniform rate of $75 per month payable both to 
a widow or former widow who was the wife of the service person 
during his period of service and to those who married the service 
person thereafter. Section 1 of H. R. 1190, if enacted, would pro- 
vide a uniform rate of $100 per month payable to both such groups of 
widows and former widows. Further, section 2 of the act of May 1, 
1926, provides in part that where there is no widow or one not en- 
titled to pension under any law granting additional pension to minor 
children, the minor children under 16 years of age shall be entitled to 
the pension provided for the widow. Based on this provision it has 
been held that the child sueceeds to the entire pension of the widow, 
including the additional allowance made for the child. Accordingly, 
the rate of non-service-connected pension payable to such child 
would be increased from $62.31 to $108.13 per month, under H. R. 
1190, if enacted, or to $83.13 per month under any of the other bills, 
if enacted. 

The act of June 24, 1948 (62 Stat. 645; 38 U.S. C. 3641), liberalized 
the conditions of entitlement to such non-service-connected pension 
by providing an alternative marriage date applicable to those widows 
who married the veterans subsequent to December 31, 1937. Section 


23009°—58 H Rept., 85-1, vol. 1——81 
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1 of that act provides that the unremarried widow of a veteran of the 
Spanish-American War, Boxer Rebellion, and Philippine Insurrection, 
who is barred from the receipt of pension because her marriage to the 
veteran occurred subsequent to December 31, 1937, but who is other- 
wise entitled to pension under the act of May 1, 1926, as reenacted 
and amended, shall be entitled to pension, at the $54.18 rate set forth 
above, if she is dependent, has attained the age of 60 years, and married 
the veteran 10 or more years prior to his death and lived with him 
continuously from the date of marriage to the date of his death except 
where there was a separation which was due to misconduct of, or pro- 
cured by, the veteran without the fault of the widow. ‘The rate of 
pension payable to such widows would be increased from $54.18 to 
$100 per month, under section 2 of H. R. 1190, if enacted, or to $75 
per month, if section 2 of any of the other bills is enacted. 

There is for consideration what precedential effect the enactment 
of any of these bills might have with respect to requests for similar 
increases in the rates of pension payable to veterans and their de- 
pendents generally. 

It is estimated that, during the first year, the enactment of H. R. 
358, H. R. 2440, or H. R. 5051 would affect approximately 83,200 
cases of deceased veterans of the Spanish-American War, Boxer 
Rebellion, and Philippine Insurrection, at an additional cost for that 
year of a Ray 2, $20,139,000, and that the enactment of H. R. 
1190 would affect the same number of cases, at an additional cost of 
approximately $45,107,000. In conformance with paragraph 7, 
Bureau of the Budget Circular A-19, an estimate of the cost of the 
mentioned bills for the ensuing 4 years is as follows: 





































Estimated Estimated additional Estimated 
number of cost, H. R.358, H. R. | additional cost, 
cases affected 2440, or HR. 5051 H. R. 1190 










DE OEE... ccgunnndnnnompheoritinnbhebamaan 82, 200 $19, 905, 000 $44, 580, 000 
BE ctminnganianeuciasaee Sescekebsccccuse 80, 800 19, 550, 000 43, 782, 000 
NE cp riirenandwensennmuammnnuinneaninibaes 77, 800 18, 833, 000 42, 170, 000 

n sntrepenabnanoch—pe tpinpaipitdhio aint idtphgannnharten 74, 800 18, 111, 000 1, 000 





As the committee is aware, pension was one of the subjects in the 
field of veterans’ nonmedical benefits which was given extensive study 
and consideration by the President’s Commission on Veterans’ Pen- 
sions. ‘The recommendations of that Commission are currently being 
analyzed and reviewed in the executive branch and the President has 
advised in his recent budget message that he will transmit to the 
Congress a special message outlining legislative proposals in the field 
of veterans’ programs. Under these circumstances, it is believed 
desirable that action on the subject bills be deferred until the Presi- 
dent’s views are available to the committee. 

Advice has been received from the Bureau of the Budget that there 
is no objection to the submission of this report to your committee 
and that the Bureau concurs in the foregoing recommendation of the 
Veterans’ Administration. 

Sincerely yours, 















H. V. Hietny, Administrator. 


re 


INCREASING PENSION FOR SPANISH-AMERICAN WAR WIDOWS 5 


RAMSEYER RULE 


In accordance with clause 3 of rule XIII of the Rules of the House 
of Representatives, the changes made in existing law by the bill are 
shown as follows (existing law proposed to be omitted is in black 
brackets; new matter is in italics; existing law in which no changes 
are proposed is shown in roman): 


SEcTION 1 
(38 U. S. C. 364g) 


§ 364g. Increase of pensions to widows 


[The $30 monthly pension payable to widows and former widows 
under the provisions of section 364a of this title, shall be increased 
to $40 per month when the age of sixty-five years is attained, and 
the widow or former widow who was the wife of the soldier, sailor, 
or marine during the period of his service, as defined in section 364a 
of this title, shall be paid a pension at the rate of $50 per month.} 
May 1, 1926, c. 209, § 8, as added Mar. 1, 1944, c. 73, § 3, 58 Stat. 107. 

Sec. 8. The rates of pension payable to widows and former widows 
under the provisions of section 2 of this Act, as amended, are hereby 
increased to $75 monthly. 

SECTION 2 


(38 U.S. C. 3641) 


§ 364i. Widows married to veterans subsequent to December 31, 1937; 
pension rate; limitations 

The dependent unremarried widow of a veteran of the Spanish- 
American War, including the Boxer Rebellion and the Philippine 
Insurrection, who is barred from the receipt of pension because her 
marriage to the veteran occurred subsequent to December 31, 1937, 
but who is otherwise entitled to such pension under section 364a 
of this title, as reenacted by section 368 of this title, shall be entitled 
to pension in her own right under section 364a of this title, under 
the conditions specified in section 364a of this title (except date 
of marriage) and at the rate [authorized by section 364g—1 of this 
title, as amended by section 370f of this title], prescribed by section 8 
of the Act of May 1, 1926, as amended by section 8 of the Act of March 1, 
1944 (58 Stat. 107), as now or hereafter amended (88 U. S. C. 8649), 
and to the additional pension provided for children under section 364a 
of this title, provided she married the veteran ten or more years prior 
to his death and lived with him continuously from the date of marriage 
to the date of his death except where there was a separation which was 
due to misconduct of or procured by the veteran without the fault 
of the widow: Provided, That if pension has been granted to a child 
or children of the veteran, the widow shall not be entitled to the 
pension authorized by this section until the pension to the child 
or children terminates, unless such child or children be a member 
or members of her family and cared for by her; and when these 
conditions are fulfilled and the pension is granted to the widow, 
payment of pension to such child or children shall cease; except 
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that in the event the amount being paid to such child or children 
is less than the amount authorized to the widow by this section and 
section 364j of this title, then the difference between said amounts 
will be paid to the widow: Provided further, That no pension shall be 
payable under this section to a widow under sixty years of age. 
June 24, 1948, c. 628, § 1, Stat. 645. 


O 
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PAYMENT OF PENSION FOR VETERANS SUFFERING 
FROM TUBERCULOSIS 


Marcx# 28, 1957.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Tracur of Texas, from the Committee on Veterans’ Affairs, 
submitted the following 


REPORT 


[To accompany H. R. 1264] 


The Committee on Veterans’ Affairs, to whom was referred the bill 
(H. R. 1264) to provide that certain veterans suffering from active 
tuberculosis shall be deemed to be permanently and totally disabled 
for pension purposes while they are hospitalized, having considered 
the same, report favorably thereon without amendment and recom- 
mend that the bill do pass. 


EXPLANATION OF THE BILL 


This measure provides that veterans suffering from active pul- 
monary tuberculosis shall be deemed to be permanently and totally 
ee for pension purposes while they are hospitalized for this 
isease. 

Under present law an otherwise eligible veteran does not begin to 
receive pension under part III, Veterans’ Regulation No. 1 (a), as 
amended, until it is established that he has a permanent and total 
disability. The Administrator is authorized to issue regulations for 
determining when a total disability may be considered permanent. 
Under these regulations the permanence of total disability resulting 
from active pulmonary tuberculosis is conceded, when it is not other- 
wise established, after a veteran has been hospitalized for treatment 
of the disease for 6 months without material improvement or for 1 
year without attainment of arrest. 

While this present regulation may seem reasonable, the committee 
is of the opinion that there is no valid basis for denying a man his 
pension if he is totally disabled by reason of this disease even though 
it may be for less than 6 months’ duration. While it is true that 
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great strides have been made in the treatment of tuberculosis in recent 
years there is no immediate cure yet in sight. While a veteran is in 
fact suffering from a disease of this sort there would appear to be no 
valid basis for denying him a pension. 

The Veterans’ Administration indicates that the enactment of the 
bill would result in increased costs but because of the many unknown 
factors is unable to furnish a definite estimate. 

The bill is identical to H. R. 9922 which passed the House in the second 
session of the 84th Congress but failed of enactment in the Senate. 

The report of the Veterans’ Administration follows: 


VETERANS’ ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR OF VETERANS’ AFFAIRS, 
Washington 25, D. C., March 13, 1957. 
Hon. Ouin E. Tracue, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington 25, D. C. 

Drar Mr. Tracue: This is in reply to your requests for reports 
by the Veterans’ Administration on H. R. 917, H. R. 1264, H. R. 2431, 
85th Congress, each identically entitled a bill to provide that certain 
veterans suffering from active pulmonary tuberculosis shall be deemed 
to be permanently and totally disabled for pension purposes while 
they are hospitalized; H. R. 3821, 85th Congress, a bill relating to the 
determination of the permanency of active pulmonary tuberculosis in 
certain pension claims; and H. R. 1261, 85th Congress, a bill to amend 
Veterans Regulation No. 2 (a) to establish an effective date of awards 
of pension in the case of certain veterans permanently and totally 
disabled from active pulmonary tuberculosis. 

Each bill is concerned with the payment of permanent and total 
disability pension under part III, Veterans Regulation No. 1 (a), 
as amended. H. R. 1261 proposes to liberalize the effective date of 
payment of the pension to certain hospitalized veterans determined 
to be permanently and totally disabled from active pulmonary tu- 
berculosis. H. R. 3821 proposes to give retroactive effect to perma- 
nent and total disability determinations in such cases, and H. R. 917, 
H. R. 1264, and H. R. 2431 propose to immediately classify active 
pulmonary tuberculosis during periods of hospitalization for such con- 
dition as a permanent and total disability for the purpose of payment 
of the pension. 

H. R. 917, H. R. 1264, and H. R. 2431 are identical with H. R. 9922, 
84th Congress, and H. R. 1261, is identical with H. R. 9821, 84th 
Congress. Under date of March 23, 1956, the Veterans’ Administra- 
tion submitted a joint report to your committee on H. R. 9922 and 
H. R. 9821. H.R. 9922 passed the House of Representatives, May 9, 
1956, and was pending before the Senate Committee on Finance at 
the close of the 84th Congress. 

Under the mentioned part III, veterans of the Korean conflict 
period, World War II, World War I, or the Spanish-American War, 
including the Philippine Insurrection and Boxer Rebellion, are eligible 
for pension based on permanent and total non-service-connected dis- 
ability. Pension is payable to any such veteran who served in the 
active military or naval service for a period of 90 days or more during 
the applicable period and who was discharged therefrom under con- 
ditions other than dishonorable, or who, having served less than 90 
days, was discharged for disability incurred in service in line of duty. 
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The veteran must have been in active service before the cessation of 
hostilities and be suffering from non-service-connected permanent and 
total disability not incurred as a result of his own willful misconduct or 
yicious habits. The rate is $66.15 per month, except that where the 
veteran shall have been rated permanent and total and has been in 
receipt of pension for a continuous period of 10 years or reaches the age 
of 65 years and is permanently and totally disabled, the rate is $78.75 
permonth. A rate of $135.45 per month is authorized in the case of 
an otherwise eligible veteran who is, on account of age or physical or 
mental disability, helpless or blind or so nearly helpless or blind as to 
need or require the regular aid and attendance of another person. 
Such pension is not payable to any unmarried person whose annual 
income exceeds $1,400 or to any married person or any person with 
minor children whose annual income exceeds $2,700. 

Under existing law a permanent total disability will be considered to 
exist when there is present any impairment of mind or body which is 
sufficient to render it impossible for the average person to follow a 
substantially gainful occupation and where it is reasonably certain 
that such impairment will continue throughout the life of the disabled 
person. Notwithstanding this definition the Administrator of Vet- 
erans’ Affairs is authorized to classify as permanent and total those 
diseases and disorders, the nature and extent of which in his judgment 
is such as to justify such a determination. Based on studies made 
and in light of the experience of the Veterans’ Administration, the 
Administrator has classified active pulmonary tuberculosis as a total 
disability. Further provision has been made for an immediate deter- 
mination of permanent and total for active pulmonary tuberculosis 
under certain conditions, for example, in reactivated cases or cases 
where there is involvement of both lungs with cavitation. However, 
the prognosis for recovery from active pulmonary tuberculosis is 
generally so good with modern treatment methods that the required 

etermination of permanence of total disability cannot be made in 
the usual case without awaiting the expiration of a prescribed number 
of months of hospitalization. Under the provisions of applicable 
Veterans’ Administration regulations, permanence of total disability 
resulting from active pulmonary tuberculosis is conceded when it is not 
otherwise established, after a veteran has been hospitalized for treat- 
ment of the disease for 6 months without material improvement or 
for 1 year without attainment of arrest. The regulations in conceding 
the permanency of total disability from active pulmonary tuberculosis 
are considered exceedingly liberal in view of the known incidence of 
recovery from the disease. 

In those cases of active pulmonary tuberculosis requiring a period 
of hospitalization prior to determination of the permanence of the 
total disability, payment of pension is made prospectively from the 
effective date of such determination in accordance with the provision 


of paragraph I, part I, Veterans Regulation No. 2 (a), as amended. 


H. R. 1264 would amend the cited paragraph I to require that after 
the determination is made in these cases payment of pension be 
retroactive to the date of most recent admission to the hospital for 
active pulmonary tuberculosis or the date his permanent total 
disability from such condition is found to have arisen, whichever first 
occurs, but not prior to date of application for such pension. H. R. 
3821 would provide, with respect to these cases, that active pulmonary 
tuberculosis would be considered permanent and total from date of 
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commencement of the period of hospitalization, or date the permanent 
and total disability is found to have arisen, whichever is earlier, but 
in no event prior to date of application for pension. H. R. 917 
H. R. 1264, and H. R. 2431 oon eliminate any waiting period and 
would require the immediate assignment of a permanent and total 
rating for pension purposes in all otherwise eligible cases of active 
pulmonary tuberculosis during periods of hospitalization for such 
condition. ‘Thus, the changes proposed by the bills would not be 
consistent with the mentioned Veterans’ Administration’s studies and 
experience regarding this matter in that they would require payment 
of pension for permanent and total disability for a period during 
which a veteran is not considered permanently and totally disabled. 

The legislative history of pension laws requiring disability as a 
prerequisite to entitlement shows that Congress has generally followed 
the policy of granting benefits only for those veterans with disabilities 
of a permanent nature. In this respect any of the bills, if enacted, 
would be a departure from this policy, as persons who have active 
pulmonary tuberculosis are not necessarily permanently and totally 
disabled. Further, the enactment of any of the bills could be urged 
as a precedent for similar treatment of other persons who must await 
prescribed periods before their total disability may properly be rated 
ees died 

he payment of pension for permanent total disability in cases of 
active pulmonary tuberculosis during periods of hospitalization for 
such condition as proposed by the bills would result in increased cost. 
However, because of the many unknown factors involved it is not 
possible to furnish an estimate of such cost. 

In light of the foregoing comment the justification for liberalizing 
the conditions under which part III pension would be payable for 
active pulmonary tuberculosis as proposed by the bills is not apparent. 
Accordingly, and in view of the precedential aspects of the bills, | am 
unable to recommend the favorable consideration of any of them. 

Advice has been received from the Bureau of the Budget that there 
would be no objection to the submission of this report to your com- 
mittee. 

Sincerely yours, 
Joun S. Patrerson, 
Deputy Administrator, 


(For and in the absence of H. V. Higley, Administrator). 


RAMSEYER RULE 


In accordance with clause 3 of rule XIII of the Rules of the House 
of Representatives, the changes made in existing law by the bill are 
shown as follows (existing law proposed to be omitted is in black 
brackets; new matter is in italics; existing law in which no changes 
are proposed is shown in roman): 
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Part III or Veterans’ Reeutation No. 1, as AMENDED 


PAYMENT OF PENSION FOR DISABILITIES OR DEATH NOT THE RESULT 
OF SERVICE 


I. (a) Any person who served in the active military or naval 
service, for a period of ninety days or more, during either the Spanish- 
American War, the Boxer Rebellion, the Philippine Insurrection or 
the World War, and who has been honorably discharged therefrom, 
or who, having served less than ninety days, was discharged for 
disability incurred in the service in line of duty, who is shown to have 
been in active service therein before the cessation of hostilities shall 
be entitled to receive a pension for permanent total disability not the 
result of his misconduct and which is not shown to have been incurred 
in any period of military or naval service: Provided, That— 

(b) To be entitled to pension under the terms of Part III a veteran 
of either the Boxer Rebellion or of the Philippine Insurrection must 
be shown to have actually participated therein during his period of 
service. 

(c) That for the purpose of paragraph I (a) hereof, the World War 
shall be deemed to have ended November 11, 1918, and the delimiting 

eriods of the Spanish-American War, the Boxer Rebellion, and the 

hilippine Insurrection, shall be as specified in Part I. 

(d) In determining the period of active service for the purpose of 
Part III, it is not requisite that the ninety days’ period of service 
shall have been completed before the cessation of hostilities. It is 
necessary, however, that a claimant hereunder shall have entered 
service prior to the cessation of hostilities and shall have served con- 
tinuously thereafter for ninety days. A period of continuous active 
service for ninety days which commenced prior to, and extended into 
a period of hostilities as defined by Part I, shall be considered as 
meeting the service requirements of Part III. 

(e) Except as provided in subparagraphs (g) and (h) of paragraph 
I hereof, no pension shall be payable under Part III for permanent 
disability less than total. A permanent total disability shall be taken 
to exist when there is present any impairment of mind or body which 
is sufficient to render it impossible for the average person to follow a 
substantially gainful occupation and where it is reasonably certain 
that such impairment will continue throughout the life of the disabled 
person. Notwithstanding this definition the Administrator of Vet- 
erans’ Affairs is hereby authorized to classify as permanent and total 
those diseases and disorders, the nature and extent of which in his 
judgment is such as to justify such a determination. An individual 
will be deemed to be permanently and totally disabled for the purposes 
of this part during all periods of hospitalization for active pulmonary 
ihawulbeie. 

(f) The amount of pension payable under the terms of Part III 
shall be $66.15 monthly, except— 

(1) that where an otherwise eligible person shall have been rated 
permanent and total and in receipt of pension for a continuous period 
of ten years or reaches the age of sixty-five years, the amount of 
pension shall be $78.75 monthly; and 

(2) that where an otherwise eligible person is or hereafter becomes 
on account of age or physical or mental disabilities, helpless or blind 
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or so nearly helpless or blind as to need or require the regular aid and 
attendance of another person, the amount of pensicn shall be $135.45 
monthly. 

(g) Repealed. 

(h) Repealed. 

II. Payment of pension provided by Part III shall not be made 
to any unmarried person whose annual income exceeds $1,400 or to 
any married person or any person with minor children whose annual 
income exceeds $2,700. 

(b) Whenever the income of any beneficiary to whom pension has 
been allowed under Part III exceeds the amount specified in this 
paragraph, the award of pension shall be discontinued. 

(c) Whenever it may be considered to be necessary for the purpose 
of this paragraph, the Veterans’ Administration may require from 
any beneficiary under Part III such information, proofs or evidence 
as may be desired in order to determine the annual income of such 
beneficiary. 

III. (a) Repealed. 
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WIDOW ELIGIBILITY FOR VETERANS’ ADMINISTRATION 
BENEFITS 





Marcu 28, 1957.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Teacue of Texas, from the Committee on Veterans’ Affairs, 
submitted the following 


REPORT 


[To accompany H. R. 3658] 


The Committee on Veterans’ Affairs, to whom was referred the bill 
(H. R. 3658) to liberalize certain criteria for determining eligibility of 
widows for benefits, having considered the same report favorably 
thereon without amendment and recommend that the bill do pass. 


EXPLANATION OF THE BILL 


This bill seeks to provide a new eligibility requirement insofar as 
date of marriage is concerned for the payment of non-service-con- 
nected death pension or service-connected death compensation for 
widows of veterans by requiring the recognition as a widow of an 
otherwise eligible woman who was married to the veteran for 5 or more 
years or for any period of time if a child was born of the marriage. 
This provision in the first section of the bill seeks to make uniform 
laws on this subject which now vary greatly according to individual 
wars. The provision is in substantial conformity with subsection 
102 (8) of Public Law 881, 84th Congress, which relates to depend- 
ency and indemnity compensation payable for service-connected deaths 
on or after January 1, 1957. 

Disparity in the various laws is shown by the fact that in the 
case of the Indian Wars the marriage delimiting date for pension is 
March 3, 1917. In the case of the Civil War, it is prior to June 27, 
1905, for pension. For the Spanish-American War, for pension 
purposes, the date is prior to January 1, 1938, or for compensation 
purposes, under Public No. 2, 73d Congress, prior to September 1, 
1922. In World War I cases the widow must have married the veteran 
prior to December 14, 1944. For World War II, the delimiting date 

86006 
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is December 31, 1956, and for widows of veterans of the Korean 
conflict the date is January 31, 1965. For widows of veterans of 
World War I or earlier wars, under certain circumstances there is an 
alternative requirement of marriage to the veteran for 10 or more 
years prior to death. In peacetime cases, for compensation purposes 
under Public No. 2, marriage to the veteran must occur within 10 
years after his separation from service. It requires no elaboration to 
show that this aspect of the veterans’ laws is in need of greater 
uniformity. 

It is the opinion of the committee that the requirements provided 
in section 1 of this bill are reasonable and will add no great cost to 
the veterans’ benefits. 

It is estimated by the Veterans’ Administration that a maximum 
of 12,000 widows of veterans of World War I, prior wars, and peace- 
time service would become eligible for compensation and pension 
benefits under section 1 of the bill, during the first year, at an esti- 
mated cost for that year of $6, 559,000. There is insufficient data 
upon which to base an estimate of the additional pension cost in 
World War II cases. There will be no additional cost for Korean 
conflict cases until after January 31, 1965. 

Section 2 of the bill would modify existing requirements to authorize 
the recognition of certain purported marriages as valid. Briefly 
stated, these are marriages which the woman entered into without 
knowledge of any legal impediment to the marriage, after which, she 
lived with the veteran for 5 or more years immediately before his 
death. Many cases have been called to the attention of the committee 
of the hardship which has been worked on individual widows in these 
cases without any fault on their part. 

The Veterans’ Administration has recently made a study of this 
ore which clearly shows that the present law produces harsh 
results 

The Veterans’ Administration believes that the cost of this section of 
the bill would be relatively small and favors the section in principle. 
Section 3 provides an effective date. 

The bill is identical to H. R. 10542 which passed the House in the 
84th Congress but that failed of passage in the Senate. 

The report of the Veterans’ Administration follows: 


Marca 19, 1957. 
Hon. Ouin E. Teacur, 


Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington, D. C. 

Dear Mr. Teague: This is in reply to your requests for reports 
by the Veterans’ Administration on fr R R. 73, H. R. 412, H. R. 921, 
H. R. 3053, and H. R. 3658, 85th Congress, each entitled “A bill to 
liberalize certain criteria for determining eligibility of widows for 
benefits.” 

Each bill proposes to (1) liberalize date of marriage requirements 
for widows of veterans for the purpose of payment of death compensa- 
tion. or pension under laws cadet by the Veterans’ Adminis- 


tration, and (2) authorize the payment of gratuitous death benefits 
under those laws to certain women who cannot qualify therefor as 
the legal widows of the veterans. 
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The bills are identical except as to the effective date, if enacted. 
H. R. 73 is identical to H. R. 10542, 84th Congress, which was favor- 
ably reported by your committee and passed the House on May 24, 
1956. The bill was pending in the Senate Committee on Finance 
at the close of that Congress. 

Typographical errors in two of the bills are noted. There is a mis- 
print of the world “eligibility” in the title of H. R. 73, and the word 
‘is’ in line 5, page 1 of H. R. 921 should read “‘if.” 

Concerning section 1 of each bill, with the exception of the so-called 
gencral law (currently applicable to a very limited number of com- 
pensation cases), all laws administered by the Veterans’ Administra- 
tion pertaining to the payment of death compensation or pension 
include a date of marriage of the widow to the person who served as 
an element of entitlement to such compensation or pension. In addi- 
tion, some laws include an alternative requirement that the widow 
must have been married to the veteran 10 or more years prior to the 
date of his death. For example, in World War I cases, the delimiting 
date is December 13, 1944, with an alternative requirement that when 
the marriage occurred on or after December 14, 1944, the widow 
must have been married to the veteran 10 or more years prior to the 
date of death. Concerning World War II cases, it is required that 
the widows shall have married the veterans prior to January 1, 1957; 
and with respect to widows of veterans of the Korean conflict the 
delimiting marriage date is January 31, 1965. 

Section 1 of each bill would not specifically amend the laws governing 
marriage date requirements in compensstion and pension cases. 
However, enactment of either bill would preclude the Veterans’ 
Administration from disqualifying a claimant who could not meet the 
requirements if she was married to the veteran (a) for 5 or more years, 
or (b) for any period of time and a child was born of the marriage. 
The prohibition would be uniformly applicable to claims of widow of 
all wars, the Korean conflict, and peacetime service. I have no 
objection to the favorable consideration of this section. It is noted 
that this provision is included in the definition of “widow” in subsec- 
tion 102 (8) of the Servicemen’s and Veterans’ Survivor Benefits Act 
(Public Law 881, 84th Cong.). That act, among other things, pro- 
vides dependency and indemnity compensation for survivors of 
veterans who have died or die on or after January 1, 1957. The 
definition contained in section 102 (8) would not be affected by the 
enactment of section 1 of either bill. , 

With regard to section 2 of each bill, under laws administered by the 
Veterans’ Administration, the establishmcnt of legal widowhood is a 
prerequisite to payment of gratuitous benefits (compensation, pension, 
dependency and indemnity compensation, servicemen’s indemnity, 
and loan guaranty) to those claiming such benefits as widows of the 
veterans. Section 2 of each bill would modify this requirement b 
authorizing the recognition of certain purported marriages as valid. 
This would be permitted in those instances in which the claimant 
could establish, by proof satisfactory to the Administrator of Veterans’ 
Affairs, that without knowledge of any legal impediment she entered 
into a marriage with the veteran concerned which but for a legal 
impediment would have been valid and thereafter cohabited with 
him for 5 or more years immediately before his death. The recogni- 
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tion could not be afforded if a claim has been filed by a legal widow of 
the veteran who is found entitled to the gratuitous death benefits. 
This section specifically prohibits duplicate payments to be made by 
virtue of its enactment. 

A study conducted in 1955 revealed that application of the law has 
sometimes produced harsh results. The study disclosed a number of 
cases where a claimant was unable to establish that a prior marriage 
on the part of either the veteran or herself had been legally dissolved, 
with the result that benefits were accordingly denied, notwithstanding 
that in good faith she entered into a marriage with the veteran, 
cohabited with him for many years, and in some instances bore 
children in such ostensible marriage relationship. 

As the result of the mentioned study, the Veterans’ Administration 
in its report to your committee of December 14, 1955, on H. R. 6889, 
84th Congress, submitted and recommended the enactment of a sub- 
stitute draft. Section 2 of each bill, with one material exception, is 
substantially the same as that draft bill. The exception is that the 
latter would require cohabitation with the person who served for 10 
or more years immediately prior to his death, whereas section 2 of 
the bills under consideration would reduce such period to 5 or more 
years. It may be noted that the minimum of 10 years cohabitation 
which would be required under the Veterans’ Administration proposal, 
conforms with existing laws mentioned earlier in this report, which 
provide an alternative marriage requirement of 10 or more years in 
cases where widows married veterans after prescribed delimiting 
marriage dates. On the other hand, the 5-year provision of section 2 
of the bills conforms with the length of marriage requirement in sub- 
section 102 (8) of the Servicemen’s and Veterans’ Survivor Benefits 
Act, and also conforms with the 5-year provision in section 1 of the 
bills. The variation in the required period of cohabitation is one of 
degree and under the circumstances I would not object to the modifi- 
cation proposed by section 2. 

Sections 3 of H. R. 73, H. R. 412, H. R. 3053, and H. R. 3658 
would provide that the act would take effect on the first day of the 
second calendar month which begins after the date of its enactment, 
whereas section 3 of H. R. 921 would provide that the act would take 
effect on the first day of the first calendar month which begins after 
the date of its enactment. From an administrative standpoint H. R. 
73, H. R. 412, H. R. 3053, or H. R. 3658 is preferable as any of these 
bills, if enacted, would afford greater opportunity before it became 
effective to implement its provisions with appropriate instructions. 

Concerning the cost of the proposed legislation, based on experience 
reflected by the number of disallowances made for the reason that 
marriage occurred after the delimiting date, and assuming that these 
disallowances include those cases where a child was born of the mar- 
riage, regardless of date of marriage, it may be estimated that a 
maximum of 12,000 widows of veterans of World War I, prior wars, 
and peacetime service would become eligible for compensation and 
pension benefits under section 1 of each bill, during the first year. 
If all such widows applied for and were paid such benefits, the first 

ear’s cost of this section of the bills would approximate $6,559,000. 
n conformance with Budget Circular No. A-19, it is estimated that 
the cost of section 1 would increase from approximately 15 to 20 per- 








ifi- 


58 
‘he 
nt, 
ike 


ter 


ese 
me 
ns. 
nce 
hat 
ese 
ar- 
t a 


and 
oar. 
irst 
00. 
hat 


yer- 





WIDOW ELIGIBILITY FOR VETERANS’ BENEFITS 5 


cent each year —— the ensuing 4 years. Such cost estimate, al- 
though not firm, should nevertheless be of a proper magnitude. There 
are no data available upon which to base an estimate of the cost of 
section 2 of each bill, although it is believed it would be negligible. 

Advice has been received from the Bureau of the Budget that there 
would be no objection to the submission of this report to your 
committee. 

Sincerely yours. 


H. V. Hiatxy, Administrator. 
O 
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LIMITING PAYMENTS TO CERTAIN BENEFICIARIES OF 
CERTAIN VETERANS 


Marcu 28, 1957.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Tracue of Texas, from the Committee on Veterans’ Affairs, 
submitted the following 


REPORT 


[To accompany H. R. 72] 


The Committee on Veterans’ Affairs, to whom was referred the bill 
(H. R. 72) to amend section 21 of the World War Veterans’ Act, 
1924, to provide for the disposition of certain benefits which are unpaid 
at the death of the intended beneficiary, having considered the same, 
report favorably thereon with amendments and recommend that the 
bill H. R. 72, as amended, do pass. 


The amendment is as follows: 


Page 1, strike out lines 5 through 7 and insert in lieu thereof the 
following: 
changing the comma to a period after the word “conserv- 
ator’ where that word first appears, striking out all that 
follows, and inserting the following: “In the event of his 
death, any such balance which was derived from insurance 
may be paid to his personal representative, except as other- 
wise provided by law; however, payment will not be made to 
his personal representative if, under the law of his last legal 
residence, his estate would escheat to the State. Any balance 
in such fund derived from benefits other than insurance may 
be paid to the survivor of the beneficiary first listed below:”’. 


The amendment clarifies the intent of the bill to specifically exclude 
insurance benefits which may be withheld in the Treasury pursuant 
to paragraph 3 of section 21 of the World War Veterans’ Act. 


23009°—5&8 H. Rept., 85-1, vol 1——82 
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PRINCIPAL PURPOSE OF THE BILL 


The principal purpose of the bill is to provide that payments of 
gratuities to guardians or other fiduciaries of veterans or their depend- 
ents because the intended recipient is under a legal disability shall, if 
the intended beneficiary dies leaving no wife, husband, child, or 
dependent parent, revert to the United States after payment of the 
just debts of the deceased beneficiary, and of the expenses incident to 
the administration of his estate. 


BACKGROUND OF THE BILL 


During the recess after the Ist session of the 84th Congress, the 
chairman of the committee had called to his attention the fact that 
there exists a large number of estates which are being continually 
augmented by payments made on account of incompetent veterans. 
In many instances these estates have already reached a considerable 
magnitude. The preliminary information received indicated that 
these estates are building up in a fashion never contemplated by the 
Congress when it enacted section 21 of the World War Veterans’ Act, 
1924. The chairman thereupon addressed a letter to managers of all 
Veterans’ Administration neuropsychiatric hospitals, all 67 Veterans’ 
Administration regional offices, each of the 3 Veterans’ Administration 
district offices, and the central office in Washington, D. C. The 
chairman also had a special inquiry made into five of the largest 
Veterans’ Administration neuropsychiatric hospitals concerning funds 
of patients and funds held by guardians of patients. 

Replies were received from the hospitals, district, and regional 
offices. Samples of these replies, set forth in narrative accounts, are 
reproduced in appendix A of this report. These replies are set forth 
verbatim as received by the committee and indicate that there are 
literally hundreds of cases—involving estates derived from compensa- 
tion and pension amounting to thousands of dollars—which are held for 
incompetent veterans or other beneficiaries who have no close relatives. 
One such estate, for example, held for a veteran having no close 
relatives, amounts to over $250,000. 

Unless the Congress acts in this field, a substantial number of these 
estates, with future increments thereto, will upon the death of the 
intended beneficiary, go to distant relatives who were never intended 
by the Congress to benefit from the program of benefits for veterans 
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and their dependents. It might be worthy of note at this point that 
there has never been a program of gratuitous benefits for veterans or 
their dependents which has provided for benefits to be paid to distant 
relatives of the veterans. The programs have always been confined 
to the veterans themselves, and their immediate families. 

As an indication of the scope of the problem involved, the total 
value of estates of beneficiaries under guardianship of one sort or 
another, was as of June 30, 1956, $543,599,044.38; the number of bene- 
ficiaries under guardianship as of that time was 348,038 (consisting of 
237,751 minors and 110,287 incompetents). Over $59 million, as of 
that time, was held in the personal funds of patients in Veterans’ 
Administration facilities. 


EXPLANATION OF THE BILL 


The purpose of the bill (H. R. 10478, 84th Cong., was identical to 
this bill; it passed the House but failed of passage in the Senate) is to 
prevent any funds of the kinds specified which are held for the credit 
of a beneficiary of the Veterans’ Administration, who is under a legal 
disability, from being paid upon the death of the beneficiary to any 
person other than the spouse, child or children (adult or minor), or 
dependent parents of the beneficiary. Where there is no spouse, child, 
or dependent parent, such funds, less debts and expenses of adminis- 
tration of the estate, will revert to the United States. 

The benefits affected by the bill are (1) compensation for service- 
connected disability or deaths, (2) pension for non-service-connected 
disability or death, (3) emergency officers’ retirement pay, (4) service- 
men’s indemnity, and (5) retirement pay. 

It should be noted that all the above payments are gratuities. The 
bill does not in any way affect United States Government Life Insur- 
ance or National Service Life Insurance. This is in line with current 
regulations and interpretations by the Veterans’ Administration. 

he bill provides that these benefits, whether paid before or after 
the enactment of the bill, and the increment derived therefrom, shall, 
in the case of the death of a veteran or other beneficiary under legal 
disability, revert to the United States after payment of debts of the 
beneficiary and the expense of administering his estate, unless the 
beneficiary is survived by a spouse, child, or dependent parent. 
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The Congress has dealt generously with veterans of this countr 
from the time of the Revolution until the present date; however, this 
generosity has been directed toward the veterans themselves and their 
dependents. It has never been the intent of the Congress that 
veterans’ benefits should be accumulated for the enrichment of uncles 
and aunts, nieces and nephews, cousins, and other more distant 
relatives who, in most instances, had very little to do with the bene- 
ficiary, and who were not affected by his service to the United States, 

It is for this reason that the committee recommends this legislation 
apply to payments made in the past as well as to payments made in 
the future. 

It should be stressed that this bill will in no way affect any veteran 
adversely. ‘The bill will permit the beneficiary, upon recovery from 
his legal disability, to receive the full benefits of the money paid on 
his account. The bill will, however, effectively bar the building up of 
large estates to go to distant relatives having, in most instances, no 
real interest in the welfare of the veteran. 

It is not possible to estimate the savings which will accrue to the 
United States as a result of this legislation ; however, there can be little 
doubt but that substantial amounts, running into millions of dollars 
over the next few years, will revert to the Treasury if the bill is enacted. 


THE CONSTITUTIONAL QUESTION 


After H. R. 10478, 84th Congress, was introduced, the chairman 
addressed a letter to the chief attorney of each of the Veterans’ Admin- 
istration offices, asking each attorney for his frank personal comments 
on the bill. As may be expected, the replies received differed in the 
viewpoints expressed regarding the constitutionality of the proposed 
legislation insofar as it applies to payments already made to guardians 
and other fiduciaries. No such question, of course, exists with respect 
to future payments. 

Some of the replies from chief attorneys, and the report of the 
Veterans’ Administration on this legislation, indicate that there may 
be constitutional objections to the bill insofar as it relates to payments 
made in the past. 

The committee, while conceding that a constitutional question may 
exist, firmly believes that a sound interpretation of the law favors 
constitutionality. 

It should be understood that the bill does not take from any person 
any property which he now owns or to which he now has a vested 
interest. The bill does not provide that property of any person under 
legal disability shall be taken from him. If the beneficiary regains 
competency or attains majority, the accrued payments become his 
absolute property and are not affected by the bill. The bill does, in 
the case of future deaths, take from distant relatives of a veteran or 
other beneficiary, their present expectancy of inheriting that part of 
the estate derived from gratuities paid by the United States. No 
right to receive the estate of a beneficiary vests before the beneficiary 
dies. It follows, then, that the bill does not take away the vested 
rights of any person but merely prevents his expectancy from ever 
vesting. 

Suggestions that the bill will be unconstitutional, insofar as it will 
operate retroactively, appear to be based upon the theory that once the 
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United States has turned over funds to a guardian or other fiduciary, 
the United States has no further control over them. This argument 
ignores a ae of action by the Congress taken to preserve for 
its intended beneficiaries the benefits established for them. For ex- 
ample, the Congress has prescribed penalties under Federal law for 

ardians who misappropriate funds of beneficiaries derived from 
Federal payments (even though State laws also provide penalties 
for the same types of conduct). 

Similarly, the Congress has given the Administrator of Veterans’ 
Affairs supervisory responsibilities insofar as it concerns expenditures 
made by these guardians. The Administrator oversees expenditures 
and investments made by persons having custody of beneficiaries. 
Congress has established limitations on the amount of fees which can 
be charged for assisting beneficiaries to obtain pensions. This type of 
legislation has been held valid, even when applied to contracts made 
before the enactment of the law under which payments are made, and 
waich were valid when made and valid under State law. 

A further type of action taken by the Congress to provide that its 
intended beneficiaries will receive in full the benefits intended for 
them is the action taken in providing that pensions and other similar 
gratuities are exempt from taxation and claims of creditors. 

While it is not suggested that the preceding instances are directly 
in point on the constitutional question here involved, they are cited 
for the purpose of showing that Congress has always continued to 
assert some control over such funds after payment. 

Present law provides that the benefits affected by the bill will not 
escheat to the States, but will revert to the United States. This indi- 
cates that the United States can provide that rights in accumulated 
pensions in the hands of a guardian are different from rights in other 
property. ‘This provision has survived at least one attack on its 
See (See In re Lindquist’s Estate, 144 P. 2d 438, 154 
P. 2d 879.) 

Finally, the Congress has heretofore done substantially what this 
bill proposes to do. For many years the law provided that pension 
payable to incompetent veterans in homes for disabled veterans 
should be paid to the head of the home, and that on the death of such 
a veteran, any accumulated balance should be paid to his personal 
representative. In 1902 this provision was changed so as to provide 
that such accumulated balances, whether paid before or after the 
enactment of the amendment, should be paid to the head of the home 
unless the veteran was survived by a wife, child, or dependent parent. 
The retroactive feature of this provision does not appear to have 
been challenged. 

Summaries and extracts from three Supreme Court decisions 
which the committee finds particularly persuasive as indicating the 
attitude of the courts toward veteran pension and compensation are 
set forth below. A number of other cases relevant to this question 
are reproduced in appendix B of this report. 


United States v. Hall (98 U. 8. 348) 


The guardian of a 16-year-old child embezzled pension paid to him on behalf 
of the child. When tried under a Federal law making such acts criminal, the 
accused claimed he could not be prosecuted under the Federal law because once 
the pension is paid to him the laws of the State apply and the Federal Government 
cannot regulate the activities of guardians appointed under State law. 
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The court dismissed these contentions, and in course of its opinion pointed out 
that Congress has often passed laws (a) prohibiting recipients from assigning 
their rights to pension, (b) exempting Federal pension from the claims of creditors 
even though this ran contrary to the State laws providing homestead exemptions, 
(c) prescribing the fees which pensioners may pay attorneys. 

Th he court makes the following statements which would seem to be indicative: 

“Enactments of the kind [granting pensions], it is conceded, may be valid; 
and if so, it is difficult to see why Congress may not pass laws to protect the fund 
appropriated for such a beneficiary of the Government, certainly until it reaches 
his hands.”’ 

“‘Without more, these selections from the almost innumerable lists of acts 
passed granting pensions are sufficient to prove that throughout the whole period 
since the Constitution it has been the policy of Congress to enact such regulations 
as will secure to the beneficiaries of the pensions granted the exclusive use and 
benefit of the money appropriated and paid for that purpose.” 

‘Pensioners of the kind are, in certain aspects, wards of the United States.” 

“Enough appears in these references to the legislation of the Congress under 
the Constitution to show that throughout the entire period since its adoption 
it has been the unchallenged practice of the legislative department of the Govern- 
ment, with the sanction of every President, including the Father of the Country, 
to pass laws to prevent the diversion of pension-money from inuring solely to the 
use and benefit of those to whom the pensions are granted, 

“But the court is unhesitatingly of a different opinion [than beva defendant] 
for several reasons: * * * 3, Because the word ‘guardian,’ as used in acts th 
Congress, is merely the designation of the person to whom the money granted may 
be paid for the use and benefit of the pensioners * * *. 6. Because the theory 
of the defendant that the act of Congress augments, lessens, or makes any change 
in respect to the duties of a guardian under State law is entirely erroneous, * * *,’ 


United States v. Teller (107 U. 8. 64) 


General Burnett claimed that having awarded him pension under a private act, 
Congress could not later cut him off. 

The Court states: 

“Tt was competent for Congress to pass this act. No pensioner has a vested 
legal right to his pension. Pensions are the bounty of the Government, which 
Congress has the right to give, withhold, distribute, or recall at its discretion.” 


Abbott v. Morgenthau (93 F, 2d 242) 


This case, though not directly in point, involves a statutory provision similar 
to the provisions of the bill. 

This statute amended the law which provided that unused balances of pension 
in the hands of the treasurer of a veterans’ home should be paid to the personal 
representative of the pensioner when he dies. The amendment provided, as does 
the present bill, that such balances should be paid only to the spouse, child, or 
dependent parent, or, if there is none, then to the board of managers of the home, 
Though this provision applied retroactively, its validity was never questioned 
in a case involving retroactivity. However, in Abbott v. Morgenthau the Court 
had the case of a pensioner who died in a home and was not survived by a spouse, 
child, or dependent parent. The personal representatives of the pensioner con- 
tested the validity of this provision on the ground that the pensioner had not 
consented to it. The Court said: 

“(This] is a self-executing act—complete in itself and requiring neither consent 
or agreement to become operative. It was not, therefore, Felley’s consent that 
transferred the pension money to the home fund, but his presence in the home. 
Congress said he could not enjoy both gratuities. It must be borne in mind that 
Felley had no vested interest or rights in the pension money. He had no vested 
legal right to a pension at all, for, as has been said time and time again, pensions 
are bounties which Congress "has the right to give, to withhold, to distribute, or 
to recall, at its discretion (citing Walton, Administrator v. Cotton et al., 19 How. 
355; U. 'S. v. Hall, 98 U. 8. 343; U. S. v. Teller, 107 U. 8. 64; Pennie v. Reis 
132'U. 8. 464; Frisbie v. U. 'S:, 187 U. 8. 160]. When, therefore, it is considered 
that Congress could annex whatever conditions it leased, whenever it pleased, 
to the grant or the gratuity, it seems clear to us that it was competent for Congress 
to say, as it did say, that, if anyone enjoyed the benefits of the home and was still 
a member of the home at the time of his death, his accumulated pension money 
should be distributed in a particular manner. "Indeed, the provision in the act 
for distribution of the balance to certain limited relatives of the deceased pensioner 
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was itself but another gratuity, and since, as we have pointed out, there is and 
ean be no dissent from the proposition that Congress may give, withhold, distri- 
bute, or recall and change at will its gratuities, it seems beyond dispute that 


when it does so it is the duty of the courts to give effect to the congressional 
purpose. 


CONCLUSION 


It is recognized that reasonable minds often differ in the interpreta- 
tion of statutes. However, it does appear that existing law might 
have been interpreted and administered in such a manner as to pre- 
clude in most instances the building up of large estates such as set 
out in appendix A, 


in many mstances the estates m question have been building up 
for a period of 30 or more years. It seems clear that the Congress 


never intended for such estates to be accumulated for the benefit of 
distant relatives. 


The committee feels that a serious problem is involved in the build- 
ing up of large estates for veterans and other beneficiaries under legal 
disabilities, when these estates will eventually be distributed to persons 
never within the contemplation of the Congress when enacting legisla- 
tion for veterans. The bill reported by the committee will more 
effectively carrv out the congressional intent in legislation to benefit 
veterans and their immediate dependents, and should be adopted. 
It is further to be regretted that the personal funds of patients, 
amounting to nearly $60 million, which could be controlled by ad- 
ministrative action has not been restricted to the proper beneficiaries 
despite the knowledge of the VA of the conditions prevailing in 
these funds. 

Appenpix A 


Excerpts From Reptuies or Cuter ATTORNEYS 
Income From Investments $1,100 Annually 


The veteran’s estate amounts to $45,761.60. It is derived entirely 
from compensation benefits and United States Government life- 
insurance payments. Because of the dependency of his mother, 
compensation benefits of $198.50 monthly were payable until her 
death on April 15, 1955. The insurance payments of £57.50 monthly 
continue. Approximately $100 annually is expended for the direct 
benefit of the veteran, although income from investments alone is in 
excess of $1,100 annually. 

A brother or collaterals may eventually inherit this estate. 

— is a service-connected veteran of World War I who has been 
hospitalized by the Veterans’ Administration since his discharge from 
service. A committee was first appointed in 1918 and a sister, Mary 
Bond, is now acting as such. 

The veteran’s estate amounts to $27,064.63, and is derived entirely 
from compensation benefits and United States Government life- 
insurance payments. Because of the dependency of his mother, 
compensation benefits of $167.50 monthly were payable until her 
death on December 6, 1949. The insurance payments of $40.25 
monthly continue. An average of less than $100 annually has been 
expended for the direct benefit of the veteran. 
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Surviving brothers and sisters or their descendants will eventually 
inherit a sizable estate derived entirely from Veterans’ Administration 
payments. 

$100,000 Estate— World War II Veteran 


As this veteran is only 36 years of age, it is possible that his estate 
may eventually exceed $100,000, to he inherited by brothers and 
sisters, or their descendants. This situation is not unique and per- 
tains to competent as well as to incompetent veterans. 

is a service-connected veteran of World War II who has been 
hospitalized at the Veterans’ Administration Hospital, , since 
August 6, 1948. The was appointed committee on March 19, 
1951. 

The committee holds an estate of $8,362.92, consisting entirely of 
Veterans’ Administration compensation payments. Compensation of 
$216 monthly is currently being paid because of the dependency of the 
veteran’s parents, which was established in 1951. As only $35 
monthly is forwarded to the dependent parents in Greece and only 
$100 annually expended for the direct benefit of the veteran, income 
exceeds expenditures by more than $2,100 annually. As a result, 
a large estate will be accumulated before the deaths of the dependent 
ine This estate may eventually be inherited by the veteran’s 

rother or other collateral relatives. 
is @ service-connected peacetime veteran who has been con- 
tinuously hospitalized at the Veterans’ Administration Hospital, 


, since 1936. The , was appointed committee on April 
20, 1936. 




















The committee holds an estate of $22,667.46, consisting entirely 


of Veterans’ Administration compensation payments. Compensa- 
tion of $124.40 monthly was paid only because of the dependency of 
the veteran’s father until his death on November 14, 1949. An 
average of $150 annually is disbursed for the direct benefit of the 
veteran, an amount less than the income from investments. 

Upon his death, the veteran’s estate will pass to his numerous 
brothers and sisters or their descendants; brothers and sisters whose 
failure to support their father resulted in the accumulation of a large 
estate, consisting exclusively of Veterans’ Administration benefits. 
is a service-connected veteran of World War I who has been 
hospitalized by the Government since his discharge from service. He 
is now a@ patient at the Veterans’ Administration Hospital, 
is now acting as committee, having succeeded the original 
committee appointed on April 14, 1919. 











Dependent Mother in Russia 


The veteran had a dependent mother living in Russia, who was 
also under guardianship. She died January 1, 1936. Payments 
were suspended under Veterans Regulation No. 6 (C) then in effect. 
At that time there was an estate of approximately $9,300. Disability- 
insurance benefits (U. S. Government life insurance) at $26.99 per 
month continued payable together with the income from investments. 
Due to the relatively small requirements of the veteran, who remained 
a patient at the Veterans’ Administration hospital, , the estate 





continued to increase until the veteran’s death August 5, 1950, 
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Three Nephews in Italy 


The veteran now deceased and file has been obsoleted. The fol- 
lowing is submitted based on recollection: Veteran hospitalized for 
many years, immediately following World War I. Guardian ap- 
pointed at about time of hospitalization. VA entitlement 100 per- 
cent service-connected disability and $57.50 monthly United States 
Government life-insurance payments. Full amount of disability 
compensation entitlement was paid at all times from veterans’ initial 
hospitalization until his death during the past year by reason of the 
fact that his parents, living in Italy, were considered dependents, 
and, at time of death of the last surviving dependent parent, which 
preceded the veteran’s death by a short time, the veteran was not 
receiving hospitalization. At veteran’s death, his estate amounted 
to approximately $30,000 and consisted of almost, if not all, VA 
benefits. Heirs: 3 nephews in Italy and 1 living in Michigan. 


Brothers in Sweden 





,& World War I veteran, was under guardianship of a 
lawyer, from June 25, 1923, and was a VA patient from the 
approximate date of discharge from military service until the veteran 
died on March 11, 1955. Although disability-compensation benefits 
were suspended pursuant to then existing legislation on June 30, 1933, 
$8,423.75 in benefits had been paid to the guardian prior thereto. In 
addition the guardian received disability-insurance benefits of approx- 
imately $15,000 on the veteran’s war-risk insurance policy. This 
sum, together with compensation benefits and earnings on both, 
brought the total estate to $38,270.60 at the time of death. These 
funds are being distributed to brothers and sisters in Sweden and 
Finland. 








Benefits for Greek Citizens 


(World War I).—Veteran hospitalized since June 4, 1925. Guar- 
dian appointed November 9, 1921. VA entitlement service-con- 
nected disability 100 percent. Present value of estate, $24,305.74, 
all VA funds. Monthly payments, $198.50 continuing by reason 
of dependent mother residing in Greece. Mother is past 90 years of 
age. Potential heirs: Mother and possibly other relatives unknown 
at present. Estate is accumulating by reason of the small require- 
ments of veteran, which have been met over the past 10 years by an 
expenditure of less than $100 per year, average. Mother receives 
$100 per month per court order, which has been determined to be 
adequate for her needs. 


Six Brothers and Sisters Benefit 


is presently 62 years of age and single. He is a patient at 
the Veterans’ Administration hospital at , and has been con- 
tinuously since 1927. He is 100 percent service connected for de- 
mentia praecox and has been so rated since his discharge from the 
Navy after World War I (on March 4, 1919). This veteran’s bene- 
fits have been stopped since approximately 1931, due to his estate 
being over $3,000 and no dependents. The father died in the early 
1920’s and the mother was never shown to be dependent and would 

















10 LIMITING PAYMENTS TO CERTAIN BENEFICIARIES 


be presently, if known to be living, 83 years of age. There is no 
record of her death. The veteran’s estate at present, according to 
the guardian’s last accounting, is $51,980.40 and the guardian still 
receives war-risk insurance benefits at the rate of $57.50 per month. 
There were six brothers and sisters, who apparently would be the 
only heirs, and there are no apparent dependents. 


Polish Beneficiaries 





is a World War I veteran, who has been rated 100 percent 
service connected since his discharge from World War I on November 
17, 1919. He has been in the VA hospital since 1925. Pay- 
ments were stopped on his behalf to the guardian in 1939, due to the 
fact that his dependent mother, of Woj, Wolynakie, Poland, 
was in Poland at the outbreak of the war. The guardian has never 
heard from her since that time, and any relatives the veteran might 
have would apparently bein Poland. This veteran’s estate, according 
to the last accounting of February 18, 1955, amounted to $56,094, 
The guardian is still in receipt of war risk insurance benefits at the 
rate of $57.50 per month. ‘The veteran was listed as single and to our 
knowledge, has no wife, children, or dependent parent. 








Distant Relative 


{n case the facts are similar to those in case No. 1, with the fol- 
lowing exceptions: Present value of the estate is in excess of $45,000. 
Payments of compensation were stopped January 31, 1931, by reason 
of veteran’s estate exceeding $3,000. No payments of compensation 
have been made since that time. The estate was accumulated 
during various extended periods of hospitalization when the veteran 
was paid compensation and received insurance payments of $56.02 

er month since May of 1923. Insurance payments are currently 

eing made to the conservator. In the event of the veteran’s death, 
since he has no wife, child, or dependent parent, his estate would, 
under the statute, be distributed to more distant relatives. 


Nephew or His Heirs Benefits 


Our chief attorney reports that we have experienced no cases of 
the distribution of a veteran’s estate to distant relatives as con- 
templated in your inquiry since the activation of this regional office. 
The situation could occur in the near future in one instance. One 
elderly female veteran of World War I was hospitalized soon after 
service because of dementia praecox. Years later, senile and com- 
pletely disoriented, she was placed in a convalescent home where she 
now resides. She receives $181 monthly compensation and $57.50 
monthly war risk insurance from the Veterans’ Administration. Her 
estate, representing only Veterans’ Administration payments and 
earnings thereon now totals $49.676.84. Her next-of-kin and heir- 
at-law is a sister in much the same condition as the veteran, except 
financially. Neither has very long to live and upon the death of the 
survivor, the estate will be distributed to a nephew, or his heirs, 
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Relatives in Europe and South America 


———. This veteran served from May 23, 1918, to August 27, 1918. 
He has a service-connected mental disability. He is not hospitalized, 
A committee has handled his estate since August 4, 1922. The 
committee receives disability compensation of $181 per month and 
insurance of $57.50. His estate is valued at $54,813.39. The com- 
mittee expends $100 per month for room, board, and maintenance; 
$35 per month for spending money and such amounts as are neede 
for medical and dental care. 

The veteran has 1 brother in this country, 2 brothers and a sister 
residing in Poland and a sister residing in East Prussia. There is 
another sister, who was last heard from 10 years ago when she was 
living in Buenos Aires, Argentina. 


$50,000 Estate to Sister in Italy 





. This veteran served from July 22, 1918 to December 15 
1918. He had a service-connected disability and was hospitalized 
at Veterans’ Administration expense since shortly after his discharge. 
A committee handled his estate since December 20, 1924. Since the 
veteran had a dependent father in Italy, payments of disability 
compensation were made to the committee until November 1940 
when they were discontinued as information as to the continued 
dependency could not be obiained from Italy, due to the unsettled 
conditions in that country. At that time the veteran’s estate was 
valued at $34,382.53. The father died in 1941 so compensation 
ayments were never resumed. The veteran died January 15, 1954 
eaving one sister, in Italy, surviving him. 'The committee turned over 
to the administrator of the veteran’s estate the sum of $50,504.18, 
which will eventually be paid to the sister. 


Estate 36 Years Old 


The sixth and last case, with a current estate valuation slightly 
exceeding $60,000, is perhaps illustrative of accumulations which may 
have resulted in the very old estates in which nominal disbursements 
have been required and which have had the benefit of excellent estate 
management. ‘This estate has been in existence for a period of 36 
years. Full compensation benefit payments were made into the 
estate of $100 per month up to September 1, 1925; thereafter, said 
benefit payments were reduced to $20 per month and so continued 
until July 31, 1930. No gratuity-benefit payments whatsoever have 
been paid into the estate during the past 25% years. The estate has 
been continuously administered by a near relative, but not within the 
relationship of wife, child, or dependent parent. 


Estates Accumulated Because of Dependents 


There are 3 cases in this office similar in nature to the 1 you have 
described. In case an estate of $55,061.77 has been accumulated. 
The incompetent has been in the Veterans’ Administration Hospital 
for many years, but continues to draw compensation because he has 
a dependent mother. In case, the facts are identical and an estate 
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of $25,417.33 has been accumulated. In case, the incompetent has 
been in the Veterans’ Administration Hospital for many years. He 
has an estate of $16,860, which was accumulated before his depend- 
ent mother died in 1948. Since that time, payments have been dis- 
continued because his estate exceeds the statutory limits of $1,500. 

One other case may be of interest. In that case, an estate of $16,021 
has been accumulated. The incompetent has been in the Utah State 
Hospital for a long period of time, and the guardian has paid the cost 
of hospitalization, fixed by the State at $50 permonth. The Veterans’ 
Administration has paid his guardian the full amount of his compensa- 
tion, resulting in the accumulation. 


$52,000 Estate 





. This veteran, who is still alive, has been under guardianship 
since 1921. At all times, since that date, he has been a patient in the 
VA Hospital at American Lake, Wash. Until the death of his de- 
pendent mother in 1942, he received 100 percent service-connected 
compensation payments, in addition to $56.76 per month from war- 
risk insurance. ‘The compensation was discontinued in 1942 because 
of the size of his estate, as he was without dependents, but the insur- 
ance payments have continued. At the present time, his estate 
totals approximately $52,000. He has no wife, child, or parent, and 
upon his death his estate will go to collateral heirs, 


Payment to Brother in Hungary 





. This veteran was discharged incompetent 1918 and 
hospitalized by the VA until August 12, 1924. At that time he was 
returned to Hungary at his own expense and placed in a state institu- 
tion where he remained until his death December 20, 1942. The 
veteran had been in receipt of compensation and disability insurance 
payments at the time of his return to Hungary, his estate totaling 
$8,026.36. No compensation was paid in the year 1926; otherwise, 
compensation and insurance payments continued through March 1942. 
Monthly allowance of $60 was remitted by the guardian for the 
veteran’s support and maintenance through December 1940. A sub- 
stantial estate accumulated because income to the estate from com- 
pensation, insurance and earnings on investments greatly exceeded 
expenditures. In 1947, a total estate of $32,026.52 was delivered to 
the administrator of the veteran’s estate. The file indicates that 
distribution was originally made to the estate of a deceased brother 
who had been a resident of Hungary, with subsequent administration 
and distribution to this man’s widow and son, also residents of 
Hungary. 

Hospitalized Since 1918 





. This veteran was originally rated incompetent and hos- 


pitalized March 1918. Accrued compensation of $6,336.18 was paid 
in January 1924. Dependency of mother was established June 1926. 
Compensation was stopped December 1929 under General Order 382, 
but resumed January 13, 1936, and continued through October 1940 
when payments were stopped pending determination as to continued 
dependency of mother. Payments were not resumed. It was deter- 
mined the mother died in Poland March 1946. There is no record 
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of disability insurance payments. Veteran has been hospitalized 
almost continuously since his discharge in 1918, and is now hospital- 
ized. ‘Total value of the estate as of the last accounting by the 
guardian is $30,805.66. 


30 Years a Patient—$66,000 Estate 





The committee for the estate of is receiving from the 
Veterans’ Administration disability compensation in the amount of 
$181 monthly and United States Government insurance in the amount 
of $57.50. The last accounting reports a balance on hand received 
from the Veterans’ Administration in the amount of $66,243.72. 
The veteran has been a patient in the State hospital for the past 30 
or more years. His only relative of record is a sister. Disability 
compensation payments were suspended under the provisions of 
Veterans Regulation No. 6 and were subsequently resumed under 
the provisions of Public Law 662, 79th Congress. 


Benefits to Stepfather of 30 Days 


. This veteran drew service connected benefits from the date 
of his commitment to a State hospital in the year 1922 until his death 
in 1954, at which time his estate was valued at more than $30,000. 
After payment of administration costs a balance in excess of $30,000 
was paid to the estate of his mother, who had survived him but whose 
death occurred before actual distribution of the veteran’s estate. 
There is information of record to the effect that the mother remarried 
less than 30 days prior to her death and that this individual has re- 
ceived, or will receive, the surviving husband’s share of her estate. 
Records show that this veteran was raised by foster parents, who 
redeceased him, and that he never left the confines of the State 
ospital from the date of commitment in 1922 to the date of death 
in 1954. No next of kin were ever located until about July 18, 1942, 
when notice was received of an application by one claiming assistance 
from the estate as the veteran’s dependent natural mother. As the 
result of this application to the county court and hearing thereon, 
the court decreed her to be the natural mother and ordered certain 
allowances paid from the estate. Support allowance payments to her 
were thereafter continued until the veteran’s death. 





80-Year-Old Veteran—$56,000 Estate 





. A World War I veteran. He has been under guardian- 
ship since February 1920. He is a single man, no children, with a 
dependent parent, , who is past 80 years of age, and in a 
greatly weakened condition. At the time of the date of this memo- 
randum, veteran has an estate of approximately $56,000, which was 
derived basically from service-connected disability compensation and 
war risk insurance. Veteran’s estate increases at a rate of approxi- 
mately $2,000 a year. He is now and has been a patient at the VA 
hospital, , for a period of over 20 years. Veteran’s mental 
prognosis is poor, although his general health apparently is good, 
and he will probably live for a number of years. Veteran’s depend- 
ent parent, , Teceives $75 a month from veteran’s estate, 
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which is ample for his needs. Veteran is survived by one sister and 
several nephews and nieces who will be the heirs at law of this veteran, 
and receive the corpus of the estate at his death, in the event that the 
father does not survive veteran. 


$47,000 in Government Bonds—Brother to Benefit 





. Present estate, $47,297; under guardianship since 1926 to 


receive Government insurance payments, which are still being paid; 
assets all United States bonds; brother nearest relative; dependent 
mother died 1941, up to which time compensation payments were 
received. 


$31,000 Estate—Income From Investments 





. Under guardianship since 1920; estate $31,122; no VA 
payments being made; income solely from investments; brother (if 
alive) nearest relative, in Poland; compensation payments therefore 
suspended. 

Two Brothers—$85,000 Estate 





. This World War I veteran has been under guardianship 
since May 1920. He has been a patient in State hospital since 
January 1923. As of July 1955 his total estate was $37,946.26 of 
which 31,746.26 is traceable to benefits paid by the Veterans’ Ad- 
ministration. Current payments are being made of $181 a month 
for service-connected disabilities. He has no legal dependents. His 
next of kin is a brother, — , clso under guardianship, whose estate 
is over $48,000, 95 percent of which is traceable to funds paid by the 
Veterans’ Administration. 








Niece and Nephew in Switzerland 





. World War I veteran under guardianship from November 
1926 to August 30, 1955, date of his death. At the time of his death 
he was drawing 100-percent service-connected compensation. He 
was hospitalized in Veterans’ Administration hospital, from 
1925 to 1931. In 1931, at his wish, he was delivered to the care of 
brother in Zurich, Switzerland. He died in Zurich leaving an estate 
of $36,000, all derived from Veterans’ Administration benefits. Ap- 
parently, 1 niece and 2 nephews living in Switzerland will inherit, as 
no closer next to kin are known to exist. 





Relatives Uninterested 


Case No. 2: This veteran served in World War I from April 6, 1917, 
to January 13, 1920. He was admitted to the Veterans’ Administra- 
tion hospital at , on March 7, 1921, where he has been con- 
tinuously hospitalized since that time. A guardian qualified for the 
veteran’s estate on February 13, 1922. Since the appointment of 
said guardian, there has been expended directly for the benefit of the 
veteran only about $2,000. The veteran’s mother and father are 
both deceased and our records disclose that he had 4 brothers and 2 
sisters, although there is an indication that these brothers and sisters 
are deceased. He is, however, survived by nieces and nephews who 
are eligible to take under the laws of descent and distribution of this 
State, which now amounts to $42,186.59, all of which came from the 
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Veterans’ Administration or interest on investments from VA funds, 
The veteran’s estate has been paid disability insurance of $57.50 
monthly since January 14, 1920, or a total payment of disability 
insurance of $24,150 as of January 14, 1956. In addition to the afore- 
said disability insurance, the veteran received disability compensation 
at varying rates ranging from $20 monthly to $100 monthly from 
January 14, 1920, until Saptember 30, 1930, at which time the disa- 
bility compensation was suspended under the provisions of Public 
Law No. 2, 73d Congress, his dependent father having died. One of 
the attorneys of this center ‘ecalla a conversation with the guardian 
in this case wherein it was disclosed that the veteran has only nieces 
and nephews eligible to eventually inherit the estate and none of the 
relatives personally contacted by the guardian exhibited any interest 
in the veteran or any desire to personally visit him at the hospital 
in , even at the expense of the estate. 





Brother Receives $41,000 





. The veteran has been continuously hospitalized in a State 
hospital with brief sojourns in sanitariums since 1925. He was 
awarded 100 percent service-connected disability. Upon his death 
in July 1954 his estate of $41,033.33 comprised wholly of Veterans’ 
Administration benefits, passed to his brother. 


Distant Relative to Receive $30,000 


———. Estate of $30,917.68, representing Veterans’ Administra- 
tion benefits obtained under Post Fund Statute (38 U. S. C. A. 17). 
Will go to distant relative if claimed within the statutory period. 


Cousin in Germany 


One is the case of a veteran who died intestate leaving assets in the 
amount of $26,500. The veteran died without heirs, spouse, or known 
next of kin entitled under the laws of Oregon to his personal property. 
The administrator of the estate has alleged in determination of 
heirship proceedings that the veteran has a first cousin who resides in 
Germany who is entitled to his estate. The case is now in the process 
of litigation as to whether reciprocal rights of inheritance existed 
between the Western Zone of Germany, where the alleged cousin 
resides, and the United States at the time of the veteran’s death, 


World War I Veteran Estate of $67,000 





, an incompetent World War I veteran, served from April 4, 
1918, to August 20, 1918, with the Armed Forces of the United States. 
Disability compensation for a service-connected disability has been 
paid in his behalf from August 21, 1918, to the present time with the 
exception of periods when he was hospitalized in a Veterans’ Admin- 
istration hospital. Also disability insurance payments were made 
in his behalf from August 21, 1918, to February 19, 1943, at the monthly 
rate of $57.50. His guardian, , appointed October 25, 1919, 
by the Court of Common Pleas, , is receiving disability com- 
pensation at the monthly rate of $181 in his behalf. The guardian is 
paying from his estate allowances for his maintenance to his sister 
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with whom he resides. His Veterans’ Administration funds have 
accumulated, have been invested by the guardian and at the present 
time his estate is in the amount of $67,385.91. The sister with whom 
he resides would be his heir under the statutes provided she 
survives him. He also has a niece who is the daughter of this sister 
and also a second cousin living at the present time. 





$67,000 Kstate 





is an incompetent World War I veteran who has been 
hospitalized many times in Veterans’ Administration Hospitals 
since his discharge on February 7, 1919, but presently is not hospital- 
ized. Payments of disability compensation in various amounts and 
payments of disability insurance at the monthly rate of $57.50 have 
been made in his behalf since the date of his discharge. At the 
present time his guardian, The is receiving the sum 
of $181 disability compensation for a 100 percent service-connected 
disability and the monthly disability-insurance payment of $57.50. 
The guardian is paying funds from his estate for his maintenance at 
the home of his brother. The present value of the veteran’s estate 
is $67,571.22. He has two brothers at the present time who would 
be his heirs under the laws of the State of provided they 
survive him. 

is an incompetent World War I veteran in whose behalf 100 
percent disability compensation has been paid since May 4, 1919 
following his discharge from service. This veteran has at all times 
since his discharge been hospitalized at a Government hospital but 
payments were continued in his behalf as he had a dependent mother. 
However, upon the death of his mother, payments were suspended 
as of April 8, 1939 inasmuch as his estate was in excess of $1,500. 
The veteran’s guardian, The , is receiving payments of dis- 
ability insurance in the amount of $57.06 monthly. These payments 
have been in effect since May 4, 1919 and are continuing as they are 
not subject to suspension due to the size of the estate. In addition 
to these payments, the guardian also received the proceeds from the 
veteran’s adjusted service certificate in the amount of $1,565. The 
present value of the veteran’s estate is $55,923.09. He has a sister 
who would be his heir under the laws of the State of provided 
she survives him. We have no record of any other relatives. 




















Niece Eligible For $49,000 





, & World War I incompetent veteran, has been rated 100- 
percent disabled since September 16, 1919, and disability compensa- 
tion has been paid in his behalf in various amounts from that date 
until the present time. The veteran’s guardian, , is presently 
receiving disability compensation for the veteran at the monthly rate 
of $181. Disability insurance payments have also been made on 
behalf of this veteran at the monthly rate of $57.50 from September 
16, 1919 and are continuing at present. This veteran is not hospital- 
ized at present nor is there any evidence of record to indicate that he 
has ever been hospitalized. The guardian is paying from the vet- 
eran’s estate sufficient funds for his support and maintenance at the 
home of a friend. The estate is now valued at $49,368.40 which is 
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made up completely of Veterans’ Administration benefits and ‘the 
interest from investments with the exception of the sum of $120 
which was paid in his behalf as a State bonus. The nearest 
relative of the veteran at present is a niece who would be his heir. 





Aunt and 13 First Cousins 





. A World War I incompetent veteran who was hospitalized 
in Veterans’ Administration hospitals from September 18, 1922, until 
the time of his death on March 21, 1950. ‘The court of common pleas, 
appointed , his brother, guardian of his estate on 
March 3, 1924. Payments of disability compensation for a 100- 

rcent service-connected disability were made to this guardian until 
caly 1930, at which time they were suspended. The estate at the 
time of suspension was in the amount of $4,384.54 and the veteran 
was determined to be single without dependents and hospitalized 
at the expense of the Veterans’ Administration. In addition to the 
disability compensation, the veteran’s guardian was receiving the sum 
of $650 from the Veterans’ Administration representing the proceeds 
from his adjusted service certificate. His guardian brother died in 
1937 and the court of common pleas, , appointed the 
Bank, , as successor guardian on May 24, 1937. This guardian- 
ship was still in full force and effect at the time of the veteran’s death. 
All funds not required for the veteran’s incidental needs were con- 
served and invested by the guardian. At the time of death the estate 
of the veteran was valued at $5,585.01. The funds in his estate were 
distributed by the court-appointed administrator to his aunt and 13 
first cousins who were his heirs at law in accordance with the 
State statutes. 




















2 Aunts, 2 Uncles, 15 First Cousins in Italy 





, ® World War I incompetent veteran who was committed 
on May 1, 1922, to the State Hospital for the criminal insane. 
He remained at that institution until his death on July 14, 1952. 
On March 11, 1924, the court of common pleas, appointed 
Reverend guardian of his estate. This guardian died in 1943 
and the same Court appointed the Bank, as successor 
guardian on March 16, 1943. This guardianship was in full force 
and effect at the time of the veteran’s death. The guardian received 
disability compensation for a 100 percent service connected disability 
in various monthly amounts and at the time of death payments were 
at the monthly rate of $167.50, which included an additional allow- 
ance for a dependent mother who resided in Italy. The guardian 
forwarded to the veteran’s dependent mother a quarterly allowance 
for her maintenance. The guardian also was paying the for 
the cost of the veteran’s care and maintenance at State Hos- 
ital and also forwarding to the superintendent of the hospital funds 
or the veteran’s incidental needs. The balance of the disability 
compensation benefits together with the proceeds of the veteran’s 
adjusted service certificate in the amount of $1,385 was conserved 
and invested by the guardian. At the time of the veteran’s death, 
his estate was in the amount of $23,531.12. The court appointed 
administrator, made distribution to the heirs at law under the statutes 
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of the State of . The veteran’s mother predeceased him, her 
death having occurred on July 9, 1952, while he died on July 14, 1952, 
His heirs were 2 aunts, 2 uncles and 15 first cousins all residing in 
Italy and these are the persons to whom distribution was made by 
the administrator. 


$61,000 Estate to Rumanian Relatives 


left an estate of $61,391.53, and brothers and sisters 
intestacy laws. 


Veteran 
living in Rumania are the sole heirs under 
Entire estate of this veteran was derived from VA benefits, and the 
United States attorney, with the assistance of the chief attorney, 
Veterans’ Administration, instituted action in the Orphan’s Court 











of for escheat of the estate to the United States under the 
provisions of 38 United States Code Annotated (38 (3) (5)). Claim 
for escheat is based on the fact that the relatives living in Rumania 
cannot submit satisfactory evidence of their relationship to the 
deceased, or proof that they will derive full benefit from estate dis- 
tributed to them, in view of uncertain conditions in Iron Curtain 
countries and since the State Department has held that it cannot 
certify as to the correctness of documentary evidence submitted by 
citizens of such countries living therein. Extensive court hearings 
were completed on January 26, 1956, and decision of the court will be 
rendered in the near future. 


Brother and Sister to Receive $88,000 





Veteran , under guardianship since December 11, 1920. 
Present guardian is jointly with , brother. According 
to accounting filed July 9, 1954, estate contains $88,897.17. Veteran 
has been hospitalized for many years, although he does leave occa- 
sionally on short trial visits, but always returns. Veteran’s immediate 
relatives are a brother, , and a sister . Assets in estate 
are all derived from VA benefits. 














$105,000 Estate 


. This World War I veteran has had a guardian appointed 
for his estate since October 5, 1921. Since that time he has been 
hospitalized in the Veterans’ Administration Hopsital, He 
is a single man without dependents. Parents are deceased and the 

uardian is his brother. He has not received disability compensation 

enefits from the Veterans’ Administration for many years due to his 
excessive estate, but he is currently receiving disability insurance 
benefits of $57.50 monthly. His estate was of the value of $105,258.64 
as of July 13, 1955, date of the guardian’s last accounting. ‘The bulk 
of this estate consists of private property owned by the ward—19 
housing units and 1 business building, etc., and interest received 
therefrom. This estate, due largely to receipt of rents and interest, 
is increasing approximately $5,000 per year over and above expenses. 





$70,009 Estate to Brothers and Sisters in Poland 


During recent years there have been distributed in this area & 
number of estates of incompetent World War I veterans who, either 
unmediately upon separation from service or shortly thereafter and 
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until death, were continuously hospitalized in Government institu- 
tions and who were entitled to compensation for total disability. 
Due to the dependency of parents these veterans continued to receive 
compensation notwithstanding assets in excess of the statutory limit; 
and, from this compensation alone or combined Veterans’ Adminis- 
tration compensation and disability insurance payments, accumulated 
sizable estates until compensation terminated upon death of the 
parent. In two instances, the veterans’ compensation was tempo- 


rarily interrupted during World War II in view of the statutory limit 


and because the parents resided in hostile or enemy-occupied terri- 
tory and their existence and/or continued dependency could not be 
verified. However, subsequently, upon proof of existence and con- 
tinued dependency of the parents, compensation benefits were 
resumed until the parent in each case died. One of these veterans 
was survived by an estate valued at $59,000, which was distributed 
equally to 1 sister in this country and 4 brothers and 4 sisters in 
Italy. The other left assets of $70,500 and reportedly is survived by 
a brother and sister in Poland. This latter estate is deposited pur- 
suant to order of court with a register of wills in this State being held 
in a special account until in due course claimed by person or persons 
legally entitled thereto. If the purported brother and sister are 


‘unable to satisfactorily establish relationship there are aunts, uncles, 


and other more distant’ relatives in this country who are probably 
entitled to the inheritance under the intestacy laws of Maryland. 


$250,000 Estate—17 Oil Gushers 


We have one pending World War I case in which an illiterate Negro 
has received compensation and insurance practically all the time 
since his discharge. Much of his time was spent in hospitals and he 
is now back in the hospital after an absence of more than 10 years. 
His parents are dead but he has several brothers and sisters. His 
former guardian acquired about 150 acres of land for a nominal price 
with funds paid by the VA and the land proved to be in the east Texas 
oilfield. He has about 17 gushers on his land. Much litigation has 
been had over his estate and a great deal of money has been spent in 
connection with litigation as well as for the ward’s support while out 
of the hospital. Despite this his estate is conservatively believed to 
be worth at least a quarter of a million dollars. It will be inherited 
by his collateral kindred. Despite his wealth the VA pays compen- 
sation when the ward is not in the hospital and continues to pay 
insurance for total disability. 


In VA Hospital Since 1920—$46,000 Estate 


Totally disabled World War I veteran, under guardianship since 
1920, in VA hospital since 1920, was awarded total disability com- 
pensation benefits and disability insurance benefits effective June 10, 
1918. Compensation benefits were terminated in 1931 but disability 
insurance payments of $57.50 monthly have continued. As of Sep- 
tember 8, 1955, the veteran’s estate was $46,441. Since 1950 an 
average of approximately $7.50 a month has been spent for his per- 
sonal needs and comforts while hospitalized. Only known relatives 
are brothers, 
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Half Brothers, Sisters, Nieces, and Nephews 


The largest single estate in this office is that of a World War I vet- 
eran who is single and without dependents, and is not hospitalized, 
His disability compensation is $181 per month and insurance payments 
through the Veterans’ Administration are $57.50 per month. As of 
March 1955, his estate was valued at $58,427.50. This veteran was 
formerly under guardianship in , and the successor guardian 
received $40,295.26 in March 1944. We are unable to say whether 
all of this estate was derived solely from Veterans’ Administration 
benefits. The prospective legal heirs are half-brothers and sisters, 
nieces and nephews. 





Lithuanian National Benefit 





. The subject veteran died a patient at VA 
hospital on July 22, 1952. Upon settlement of his guardian’s account 
a balance of $29,322.11 was turned over to the public administrator 
of Kings County, Since Veterans’ Administration records 
did not reveal the survival of next of kin and since no testament was 
located, a claim was made to the estate by the United States Attorney 
for the — on behalf of the United States pursuant to section 17 
et seq. of title 38, United States Code. Mr. — of , entered 
a claim to this estate based on a relationship of second cousin allegin 
that his grandfather and the veteran’s grandmother were brother an 
sister. Because proof of this relationship depends upon public 
records of Lithuania and the testimony of Lithuanian nationals, 
has not as yet been able to establish his claim to the satisfaction of the 
court and a final decision is awaiting the results of further attempts on 
his part to obtain necessary evidence. All the funds in this estate 
are from the Veterans’ Administration, 























Aprenpix B 
Retevant Court Casss 


Lyncs v. Unitep States! 
CERTIORARI TO THE CIRCUIT COURT OF APPEALS FOR THE FIFTH CIRCUIT) 
No. 855. Argued May 7, 1934.—Decided June 4, 1934 


1. Policies of yearly renewable term insurance issued under the War Risk 
Insurance Act, are not gratuities but are contracts of the United States. P. 576. 
2. Such valid contracts of the United States are eee and the rights of 
_ individuals arising out of them are protected by the Fifth amendment. 
. 579. 


3. Congress is without power to reduce expenditures by repudiating and 
abrogating the contractual obligations of the United States. P. 580. 

4. Consent to sue the United States on a contract is not a part of the obligation 
of the contract which may not be impaired; it is a privilege accorded, not the grant 
of a property right protected by the Fifth Amendment, and may be withdrawn 
at any time. P. 580. 

5. Withdrawal of all remedy, administrative as well as judicial, for enforcement 
of a contract against the United States would not imply a repudiation of the 
contract. P. 582. 





Ma Together with No, 861, Wilner v. United States, certiorari to the Circuit Court of Appeals for the Seventh 
cuit. 
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6, By the provision of § 17 of the Economy Act of March 20, 1933, purportin 
to repeal ‘‘all laws granting or pertaining to yearly renewable term insurance, 
Congress intended to take away the rights of beneficiaries under outstanding 
yearly renewable term policies, and not merely to withdraw their privilege to sue 
the United States in respect of such policies. P. 583. 

7. This statutory provision being void in so far as it purports to take away the 
contractual right, cannot by the rules of construction be given effect as a with- 
drawal of consent to suit; non constat that Congress would have wished to deny 
the remedy if it had realized that the contractual right remained valid. P. 586. 

8. Section 5 of the Economy Act providing: “All decisions rendered by the 
Administrator of Veterans’ Affairs under the provisions of this title or the regu- 
lations issued pursuant thereto, shall be final and conclusive on all questions of 
law and fact, and no other official or court of the United States shall have juris- 
diction to review by mandamus or otherwise any such decision,” does not relate 
to war risk insurance but concerns only pensions, compensation allowances and 
special privileges, all of which are gratuities. P. 587. 


67 F. (2d) 490; 68 id. 442, reversed. 


CERTIORARI to review two judgments, in different circuits, which sustained 
the dismissal by District Courts of actions to recover amounts alleged to be due 
the beneficiaries of war risk term insurance policies. 

Mr. Rowland W. Fizel, with whom Messrs. Arthur E. Fizel, John J. McCreary, 
and M. Frome Barbour were on the brief, for petitioner in No. 855. 

Mr. Edward H. 8. Martin for petitioner in No. 861. 

Solicitor General Biggs, with whom Assistant to the Attorney General Stanley and 
Messrs. Will. G. Beardslee and Charles Bunn were on the brief, for the United 
States. 

Jurisdiction was refused below because of §§ 5 and 17 of the Economy Act of 
March 20, 1933. 

Section 5 does not concern war risk insurance, and § 17 is the controlling section. 
By that section “‘all laws granting or pertaining to yearly renewable term insurance 
are hereby repealed,’”’ with certain saving provisos which do not include this case. 
The repeal includes the section under which suits on such policies have hitherto 
been brought in District Courts (World War Veterans’ Act, 1924, § 19, as amended 
by Act of July 3, 1930, ec. 839, 46 Stat. 991, 992) and under which this suit was 
brought. The repeal preceded the filing of the present suit. The situation, 
therefore, is that at the time the present suit was filed the only law under which 
jurisdiction of it was conferred upon the court had already been repealed. The 
court, therefore, held correctly that it had no jurisdiction. 

It is clear, and not seriously disputed, that this is the meaning of the Act of 1933. 
That it was also the purpose of Congress is made clear by the legislative history. 
The question, therefore, is the power of Congress to withdraw the jurisdiction 
previously given, and to terminate, before the suit was brought, the consent of 
the United States to be sued in such a case. 

Petitioner complains that the Act of 1933 has wholly confiscated his rights under 
an insurance contract by repealing all the laws that grant them; but by the same 
Act of which he complains, the courts were deprived of all jurisdiction to entertain 
his complaint. If such withdrawal of jurisdiction is valid, the alleged effect of 
the Economy Act upon petitioner’s asserted contract rights can not be considered. 
United Siates v. Babcock, 250 U. S. 328; Hans v. Louisiana, 134 VU. S. 1, 13; 
Hill v. United States, 149 U. 8. 593; Beers v. Arkansas, 20 How. 527, 529; De 
Groot v. United States, 5 Wall. 419, 432. 

There is no difference, we submit, between an asserted violation of the Fifth 
Amendment involving a contractual obligation and one which does not; nor does 
a different situation arise where the right to sue is withdrawn from that which 
arises when it has never been conferred. 

Of course, where a right has vested in an individual to sue one other than the 
United States, Congress may be without power to remove that right. Its absolute 
power to take away a right to sue applies only where the suit is against the Gov- 
ernment. This power is inherent in the status of the Government as a sovereign, 
United States v. Lee, 106 U. 8. 196, 206; Bryson v. Hines, 268 Fed. 290. 

In short, whatever power Congress may have had over the petitioner’s contract, 
directly, it clearly had the power to clo» the courts. Having done that before 
the suit was brought, it follows that the District Court had no jurisdiction of the 
case, and both courts below have properly so held. 

The present suit is not shown to have been filed in time. 

Mr. Juszice Branvets delivered the opinion of the Court. 
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These cases, which are here on certiorari, present for decision the same question, 
In each, the plaintiff is the beneficiary under a policy for yearly renewable term 
insurance ! issued during the World War pursuant to the War Risk Insurance 
Act of October 6, 1917, c. 105, Article IV, sf 400-405. The actions were brought 
in April, 1933, in federal district courts to recover amounts alleged to be due, 
In each case it is alleged that the insured had, before September 1, 1919 and while 
the policy was in force, been totally and permanentiy disabled; that he was 
entitled to compensation sufficient to pay the premiums on the policy until it 
matured by death; that no compensation had ever been paid; that the claim for 
payment was presented by the beneficiary after the death of the insured; that 
payment was refused; and that thereby the disagreement arose which the law 
makes a condition precedent to the right to bring suit. In No. 855, which comes 
here from the Fifth Circuit, the insured died November 27, 1924. In No. 861, 
which comes here from the Seventh Circuit, the insured died May 15, 1929. 

In each case, the United States demurred to the petition on the ground that the 
court was without jurisdiction to entertain the suit, because the consent of the 
United States to be sued had been withdrawn by the Act of March 20, 1933, c. 3, 
48 Stat. 9, commonly called the Economy Act. 

The plaintiffs duly claimed that the Act deprived them of property without due 
process of law in violation of the Fifth Amendment. The district courts overruled 
the objection; sustained the demurrers and dismissed the complaints. Their 
judgments were affirmed by the circuit courts of appeals. 67 F. (2d) 490; 68 id, 
442. The only question requiring serious consideration relates to the construction 
and effect to be given to the clause of § 17 of the Economy Act upon which the 
Government relies; for the character and incidents of War Risk Insurance and 
the applicable rules of constitutional law have been settled by decisions of this 
Court. The clause in question is: 

“ , . all laws granting or pertaining to yearly renewable term insurance are 
hereby repealed. .. .” 

First. War Risk Insurance policies are contracts of the United States. As 
consideration for the Government’s obligation, the insured paid prescribed 
monthly premiums. White v. United States, 270 U. 8. 175, 180. True, these 
contracts, unlike others, were not entered into by the United States for a business 
purpose. The policies granted insurance against death or total disability without 
medical examination, at net premium rates based on the American Experience 
Table of Mortality and three and one-half per cent interest, the United States 
bearing both the whole expense of administration and the excess mortality and 
disability cost resulting from the hazards of war. In order to effect a benevolent 
purpose heavy burdens were assumed by the Government.? But the policies, 
although not entered into for gain, are legal obligations of the same dignity as 
other contracts of the United States and possess the same legal incidents. 

War Risk Insurance, while resembling in benevolent purpose pensions, com- 
pensation allowances, hospital and other privileges accorded to tormer members of 
the army and navy or their dependents, differs from them fundamentally in legal 
incidents. Pensions, compensation allowances and privileges are gratuities. 
They involve no agreemert of parties; and the grant of them creates no vested 
right. The benefits conferred by gratuities may be redistributed or withdrawn 
at any time in the discretion of Congress. United States v. Teller,107 U. 8. 64, 
68; Frisbie v. United States, 157 U. S. 160, 166; United States v. Cook, 257 U. 8. 
523, 527. On the other hand War Risk policies, being contracts, are property 
and create vested rights. The terms of these contracts are to be found in part 
in the policy, in part in the statutes under which they are issued and the regula 
tions promulgated thereunder. 


1 Section 404 provides: “That during the period of war and thereafter until converted the insurance shall 
be term insurance for successive terms of one year each. Not later than five years after the date of the 
termination of the war as declared by proclamation of the President of the United States, the term insurance 
shall be converted, without medical examination, into such form or forms of insurance as may be prescribed 
by regulations and as the insured may request. Regulations shall provide for the right to convert into 
ee life, twenty payment life, endowment maturing at age sixty-two, and into other usual forms o 

nsurance. .. .” 

2 The disbursements to June 30, 1933, for term and automatic insurance (the latter provided for those who 
were permanently and totally disabled or who died within 120 days after entrance into the service and before 
making application for term insurance) exceeded the premium receipts by $1,166,939,057. Administrator of 
Veterans’ Affairs, Report for Year 1933, p. 28. The annual cost of administration was estimated at, 
$1,744,038.56. Report of United States Veterans’ Bureau for 1922, p. 465. War Risk Insurance was devised 
in the hope that it would, in large measure, avoid the necessity of granting pensions. Term insurance was 
issued at a very low premium rate. Over 4,684,000 persons applied before the armistice to the amount of 
about $40,000,000,000 for War Risk term insurance; but over 75 per cent. of the men who carried term insur- 
ance while in the service never paid on after the war. See Report of Bureau of War Risk Insurance 
for 1920, pp. 5, 7, 41; Report of United States Veterans’ Bureau for 1922, p. 456; for 1925, p. 268. 
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In order to promote efficiency in administration and justice in the distribution 
of War Risk Insurance benefits, the Administration was given power to prescribe 
the form of policies and to make regulations. The form prescribed provided that 
the policy should be subject to all amendments to the original Act, to all regula- 
tions then in force or thereafter adopted. Within certain limits of application 
this form was deemed authorized by the Act, White v. United States, 270 U. S. 
175, 180, and, as held in that case, one whose vested rights were not thereby 
disturbed could not complain of subsequent legislation affecting the terms of the 
policy. Such legislation has been frequent.* Moreover, from time to time, 
privileges granted were voluntarily enlarged and new ones were given by the 
Government.‘ But no power to curtail the amount of the benefits which Con- 
gress contracted to pay was reserved to Congress; and none could be given by 
any regulation promuigated by the Administrator. Prior to the Economy Act, 
no attempt was made to lessen the obligation of the Government.’ Then, Con- 
gress, by a clause of thirteen words included in a very long section dealing with 

atuities, repealed ‘‘all laws granting or pertaining to yearly renewable term 
insurance.” ‘The repeal, if valid, abrogated outstanding contracts; and relieved 
the United States from all liability on the contracts without making compen- 
sation to the beneficiaries. 

Second. The Fifth Amendment commands that property be not taken without 
making just compensation. Valid contracts are property, whether the obligor be 
a private individual, a municipality, a State or the United States. Rights against 
the United States arising out of a contract with it are protected by the Fifth 
Amendment. United States v. Central Pacific R. Co., 118 U. 8. 235, 238; United 
States v. Northern Pacific Ry. Co., 256 U.S. 51, 64, 67. When the United States 
enters into contract relations, its rights and duties therein are governed generally 
by the law applicable to contracts between private individuals. That the con- 
tracts of war risk insurance were valid when made is not questioned. As Con- 
gress had the power to authorize the Bureau of War Risk Insurance to issue them, 
the due process clause prohibits the United States from annulling them, unless 
indeed, the action taken falls within the federal police power or some other para- 
mount power.’ 

The Solicitor General does not suggest, either in brief or argument, that there 
were supervening conditions which authorized Congress to abrogate these con- 
tracts in the exercise of the police or any other power. The title of the Act of 
March 20, 1933, repels any such suggestion. Although popularly known as the 
Economy Act, it is entitled an “Act to maintain the credit of the United States.” 
Punctilious fulfillment of contractual obligations is essential to the maintenance 
of the credit of public as well as private debtors. No doubt there was in March, 
1933, great need of economy. In the administration of all government business 





§ Extension of class of beneficiaries: Acts of June 25, 1918, ¢. 104, § 2, 40 Stat. 609; Dec, 24, 1919, c. 16, §§ 2, 
3, 4, 13, 41 Stat. 371, 375; Aug. 9, 1921, c. 57, § 23, 42 Stat. 147, 155; May 29, 1928, c, 875, § 13, 45 Stat. 964, 967. 
Upheld: White v. United States, 270 U. 8. 175. 

Payment where beneficiary dies before exhaustion of policy: e. g., Dec. 24, 1919, c. 16, §§ 15, 16, 41 Stat. 
371, 376; Aug. 9, 1921, c. 57, § 26, 42 Stat. 147, 156; June 7, 1924, c. 320, § 26, 43 Stat. 607, 614. 

Payment where beneficiary incompetent: e. g., Dec. 24, 1919, c. 16, § 5, 41 Stat. 371; Mar. 2, 1923, c. 173, 
§1, 42 Stat. 1374; July 2, 1926, c. 723, § 2, 44 Stat. 790, 791. 

4 Reinstatement of lapsed policies: Aug. 9, 1921, ec. 57, § 27, 42 Stat. 147, 156- Mar. 4, 1923, c. 291, §7, 42 Stat. 
1521, 1525; July 2, 1926, c. 723, §§ 15, 17, 44 Stat. 790, 799, 800. 

Liability undertaken on certain policies which have lapsed through failure of payment of premiums, been 
cancelled by surrender or estoppel of later contract: e. g., Dec. 24, 1919, c. 16, § 12, 41 Stat. 371, 374; Aug. 9, 
1921, c. 57, § 27, 42 Stat. 147, 156; July 3, 1930, c. 849, § 24, 46 Stat. 991, 1001. 
aes in favor of insured: Aug. 9, 1921, c. 57, § 30, 42 Stat. 147, 157; July 3, 1930, c. 849, § 24, 46 

at. 499, 1001. 

Administration may waive time for premium payment, grant various tolerances: Aug. 9, 1921, c. 57, 
$§ 24, 28, 42 Stat. 147, 155, 157; Mar. 4, 1923, c. 291, § 8, 42 Stat. 1521, 1526. 

Proceeds exempted from taxation: June 25, 1918, c. 104, § 2, 40 Stat. 609. 

The War Risk Insurance Act provided for the conversion of yearly renewable term insurance into level 
— insurance at any time within five years from the date of the terminaton of the war; and The 

orld’s War Veterans’ Act of June 7, 1924, c. 320, § 304, 43 Stat. 607, 625, provided that all yearly renewable 
term insurance should cease on July 2, 1926. But provision for extending the period for conversion and for 
reinstatement were made by later statutes and by regulations issued t under; June 2, 1926, c. 449, 44 
Stat. 686; May 29, 1928, c. 875, § 14, 45 Stat. 964, 968; July 3, 1930, c. 849, § 22, 46 Stat. 991, 1001; June 24, 1932, 
c. 276, 47 Stat. 334. See Reports of United States Veterans’ Bureau for 1926, pp. 54-56; for 1927, pp. 23-25; 
Reports of Administrator of Veterans’ Affairs for 1931, p. 32; for 1932, p. 42; for 1933, p. 28. 

5 But compare Acts of June 25, 1918, c. 104, § 2, 40 Stat. 609; Aug. 9, 1921, ¢, 57, § 15, 42 Stat. 147, 152; March 
4, 1923, c. 291, § 1, 42 Stat. 1521; March 4, 1925, c. 553, § 3, 43 Stat. 1302, 1303. 

* Compare United States v. Bank of the Metropolis, 15 Pet. 377, 392; The Floyd Acceptances, 7 Wall. 666, 675; 
Garrison v. United Statcs, 7 Wall. 688, 690; Smoot’s Case, 15 Wall. 36, 47; Vermilye & Co. v. Adams os 
Co., 21 Wall. 138, 144; Cooke v. United States, 91 U. 8. 389, 396; United States v. Smith, 94 U.S. 214, 217; Holler- 
bach v. United Slates, 233 U. 8. 165, 171; Reading Steet Casting Co. v. United States, 268 U. 8. 186, 188; United 
States v. National Exchange Bank, 270 U. 8. 527, 534. 

’ Compare Lottery Case, 188 U. 8. 321; Hipolite Egg Co. v. United States, 220 U. 8. 45, 58; Hoke v. United 
States, 227 U.S. 308, 323; Hamilion v. Kentucky Distilleries & Warehouse Co., 251 U.S. 146; Calhoun v. Massie, 
253 U. 8,170,175. Compare Home Building & Loan Assn. v. Blaisdell, 290 U. 8. 398, 430, 
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economy had become urgent because of lessened revenues and the heavy obliga- 
tions to be issued in the hope of relieving widespread distress. Congress was free 
to reduce gratuities deemed excessive. But Congress was without power to 
reduce expenditures by abrogating contractual obligations of the United States. 
To abrogate contracts, in the attempt to lessen government expenditure, would be 
not the practice of economy, but an act of repudiation. ‘The United States are 
as much bound by their contracts as are individuals. If they repudiate their 
obligations, it is as much repudiation, with all the wrong and reproach that term 
implies, as it would be if the repudiator had been a State or a municipality or a 
citizen.” Sinking-Fund Cases, 99 U. 8. 700, 719. 

Third. Contracts between individuals or corporations are impaired within the 
meaning of the Constitution whenever the right to enforce them by legal process 
is taken away or materially lessened.* A different rule prevails in respect to con- 
tracts of sovereigns. Compare Principality of Monaco v. Mississippi, ante, 
p. 313. “The contracts between a Nation and an individual are only binding on 
the conscience of the sovereign and have no pretensions to compulsive force. 
They confer no right of action independent of the sovereign will.” ® The rule 
that the United States may not be sued without its consent is all embracing. 

In establishing the system of War Risk Insurance, Congress vested in its ad- 
ministrative agency broad power in making determinations of essential facts— 
power similar to that exercised in respect to pensions, compensation, allowances 
and other gratuitous privileges provided for veterans and their dependents. But 
while the statutes granting gratuities contain no specific provision for suits 
against the United States,” Congress, as if toe ee the contractual obligation 
assumed by the United States when i issuing War Risk policies, conferred upon bene- 
ficiaries substantially the same legal remedy which beneficiaries enjoy under 
policies issued by private corporations. The original Act provided in d 

“That in the event of disagreement as to a claim under the contract of insurance 
between the bureau and any beneficiary or beneficiaries thereunder, an action on 
the claim may be brought against the United States in the district court of the 
beso Sates in and for the district in which such beneficiaries or any one of them 
resides.”’ 4 

Although consent to sue was thus given when the policy issued, Congress re- 
tained power to withdraw the consent at any time. For consent to sue the United 
States is a privilege accorded; not the grant of a property right protected by the 
Fifth Amendment. The consent may be withdrawn, although given after much 
deliberation and for a pecuniary consideration. DeGroot v. United States, 5 Wall, 
419, 432. Compare Darrington v. State Bank, 13 How. 12, 17; Beers v. Arkansas, 
20 How. 527-529; Gordon v. United States, 7 Wall. 188, 195; Railroad Co. v. Tennes- 
see, 101 U.S. 337; Railroad Co. v. Alabama, 101 U. 8. 832; In re Ayers, 123 U.S. 
443, 505; Hans v. Louisiana, 134 U.S. 1, 17; Baltzer v. North Carolina, 161 U. 8. 
240; Balizer & Taaks v. North Carolina, 161 U.S. 246.% The sovercign’s immunity 
from suit exists whatever the charactor of the proceeding or the source of the 
right sought to be enforced. It applies alike to causes of action arising under 
acts of Congress, DeGroot v. United § States, 5 Wall. 419, 431; United States v. 
Babcock, 250 U. 8. 328, 331; and to those arising from some violation of rights 
conferred upon the citizen by the Constitution, Schillinger v. United States, 155 
U. 8. 163, 166, 168. The character of the cause of action—the fact that it is in 
contract as distinguished from tort—may be important in determining (as under 
the Tucker Act) whether consent to sue was given. Otherwise, it is of no signifi- 
eance. For immunity from suit is an attribute of sovereignty which may not be 
bartered away. 

Mere withdrawal of consent to sue on policies for yearly renewable term insur- 
ance would not imply repudiation. When the United States creates rights in 
individuals against itself, it is under no obligation to provide a remedy ee 
the courts. nited States v. Babcock, 250 U. 8. 328, 331. It may limit the in 
vidual to administrative remedies. Tutun v. United States, 270 U. 8. 568, 576. 
And withdrawal of all remedy, administrative as well as legal, would not necessarily 
imply repudiation. So long as the contractual obligation is recognized, Congress 





*See Worthen Co. v. Thomas, ante, p. 426; and cases cited by Mr. Justice Sutherland in Home Building & 
Loan Assn. v. Blaisdell, 290 U.S. 398, 448. 

* Hamilton, The Federalist, No. 81. 

1 See Sixth, infra, p. 587. 

i The provision for suit was later modified. See World War Veterans’ ae 1804, $19, as amended by Act 
of July 3, 1930, c. 849, 46 Stat. 991, 992, under which these suits were broug 

1B Compare also Imhoff-Berg Silk Dyeing Co. v. United Stat fes, 43 F. (2d) 836, “S41; Synthetic Patents Co. ¥. 
Sutherland, 22 F. (2d) 491, 494; Kogler v. Adiller, 288 Fed, 806, 
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may direct its fulfilment without the interposition of either a court or an 
administrative tribunal. 

Fourth. The question requiring decision is, therefore, whether in repealing ‘‘all 
laws granting or pertaining to yearly renewable term insurance” Congress aimed 
at the right or merely at the remedy. It seems clear that it intended to take 
away the right; and that Congress did not intend to preserve the right and 
merely withdraw consent to sue the United States. As Congress took away 
the contractual right it had no occasion to provide for withdrawal of the remedy. 
Moreover, it appears both from the language of the repealing clause and from 
the context of 17 that Congress did not aim at the remedy. The clause makes 
no mention of consent to sue. The consent to sue had been given originally by 
§ 405 of the Act of 1917, which, like the later substituted sections, ae to 
all kinds of insurance, making no specific reference to yearly renewable term 
policies. Obviously, Congress did not intend to repeal generally the section 
providing for suits.“ For in March 1933, most of the policies then outstanding 
were “converted” policies, in no way affected by the Economy Act.% 

That Congress sought to take away the right of beneficiaries of yearly renewable 
term policies and not to withdraw their privilege to sue the United States, appears, 
also, from an examination of the other provisions of § 17. The section reads: 

“All public laws granting medical or hospital treatment, domiciliary care, com- 
pensation and other allowances, pensions, disability allowance, or retirement pay 
to veterans and the dependents of veterans of the Spanish-American War, includ- 
ing the Boxer Rebellion and the Philippine Insurrection, and the World War, 
or to former members of the military and naval service for injury or disease 
incurred or aggravated in the line of duty in the military or naval service cenept 
so far as they relate to persons who served prior to the Spanish-American War 
and to the dependents ot wath persons, and the retirement of officers and enlisted 
men of the Regular Army, Navy, Marine Corps, or Coast Guard) are hereby 
repealed, and all laws granting or pertaining to yearly renewable term insurance 
are hereby repealed, but payments in accordance with such laws shall continue to 
the last day of the third calendar month following the month during which this 
Act is enacted.” * 

That section deals principally with the many grants of gratuities to veterans 
and dependents of veterans. Congress apparently assumed that there was no 
difference between the legal status of these gratuities and the outstanding con- 
tracts for yearly renewable term insurance. It used in respect to both classes of 
benevolences the substantially same phrase. It repealed “all public laws” re- 
lating to the several categories of oo and it repealed “‘all laws granting 
or pertaining to” such insurance. No right to sue the United States on any of 
these gratuities had been granted in the several statutes conferring them; and the 
right to the gratuity might be withdrawn at any time. The dominant intention 
was obviously to abolish rights, not remedies. 

That Congress intended to take away the right under outstanding yearly re- 
newable term policies, and was not concerned with the consent to sue the-United 


% Veteran Regulation No. 8, promulgated March 31, 1933, pursuant to this Act provides: “V. Exce 
as stated above [matter not here relevant] no payment may hereafter be made under contracts of yearly 
renewable term insurance (including automatic insurance) and all pending claims or claims hereafter filed 
for such benefits shall be disallowed.” 

4 See Note 11. 

is The number of “‘converted policies” in force June 30, 1933, was 616,069. Administrator of Veterans’ 
Affairs, Report for 1933, pp. 25, 27. 

i The rest of the section is as follows: 

“The Administrator of Veterans’ Affairs under the general direction of the President shall immediately 
cause to be reviewed all allowed claims under the above referred to laws and where a person is found entitled 
under this Act, authorize payment or allowance of benefits in accordance with eo penvimens of this Act 
commencing with the first day of the fourth calendar month following the month during which this Act 
is enacted and notwithstanding the provisions of section 9 of this Act, no further claim in such eases shall 
be required. Provided, That nothing contained in this section shall interfere with payments heretofore 
made or hereafter to be made under contracts of yearly renewable term insurance which have matured 

rior to the date of enactment of this Act and under which payments have been commenced, or on any 
judgment heretofore rendered in a court of competent jurisdiction in any suit on a contract of yearly renew- 
able term insurance, or which may hereafter be rendered in any such suit now pending: Provided further, 
That, subject to such regulations as the President may prescribe, allowances may be granted for buri 
and funeral expenses and transportation of the bodies (including Se of the bodies) of deceased 
veterans of any war to the places of burial thereof in a sum not to ex $107 in any one case. 

“The provisions of this title shall not apply to compensation or pension (except as to rates, time of entry 
into active service and special statutory allowances) being paid to veterans disabled, or dependents of 
veterans who died, as the result of disease or injury directly connected with active military or naval service 
(without benefit of statutory or regulatory presumption of service connection) pursuant to the provisions 
of the laws in effect on the date of enactment of this Act. The term ‘compensation or pension’ as used in 


= paragraph shall not be construed to include emergency officer’s retired pay re to in section 10 of 
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States thereon, appears also from the saving clauses in § 17. These provide 
that ‘‘all allowed claims under the above referred to laws” are to be reviewed 
and the benefits are to be paid ‘‘where a person is found entitled under this Act”; 
and that “nothing contained in this section shall interfere with payments to be 
made under contracts of yearly renewable term insurance under which payments 
have commenced, or on any judgment heretofore rendered in a court of competent 
jurisdiction in any suit on a contract of yearly renewable term insurance, or which 
may hereafter be rendered in any such suit now pending.” That is, the rights 
under certain yearly renewable term poticies are excepted from the general re- 
pealing clause.” § 

Fifth. There is a suggestion that although, in repealing all laws “granting or 
pertaining to yearly renewable term insurance,’’ Congress intended to take away 
the contractual right, it also intended to take away the remedy; that since it had 
power to take away the remedy, the statute should be given effect to that extent, 
even if void insofar as it purported to take away the contractual right. The 
suggestion is at war with settled rules of construction. It is true that a statute 
bad in part is not necessarily void in its entirety. A provision within the legis- 
lative power may be allowed to stand if it is separable from the bad. But no 
provision however unobjectionable in itself, can stand unless it appears both that, 
standing alone, the provision can be given legal effect and that the legislature 
intended the unobjectionable provision to stand in case other provisions held 
bad should fall. Dorchy v. Kansas, 264 U. S. 286, 288, 290. Here, both those 
essentials are absent. ‘There is no separate provision in § 17 dealing with the 
remedy; and it does not appear that Congress wished to deny the remedy if the 
repeal of the contractual right was held void under the Fifth Amendment. 

War risk insurance and the war gratuities were enjoyed, in the main, by the 
same classes of persons; and were administered by the same governmental agency, 
In respect of both, Congress had theretofore expressed its benevolent purpose 
perhaps more generously than would have been warranted in 1933 by the financial 
condition of the Nation. When it became advisable to reduce the Nation’s 
existing expenditures, the two classes of benevolences were associated in the 
minds of the legislators; and it was natural that they should have wished to 
subject both to the same treatment. But it is not to be assumed that Congress 
would have resorted to the device of withdrawing the legal remedy from bene- 
ficiaries of outstanding yearly renewable term policies if it had realized that these 
had contractual rights, It is, at least, as probable that Congress overlooked the 
fundamental difference in legal incidents between the two classes of benevolences 
dealt with in § 17 as that it wished to evade payment of the Nation’s legal 
obligations. 

Sixth. The judgments below appear to have been based, in the main, not on § 17 
of the Economy Act, but on § 5 which provides: 

‘“‘All decisions rendered by the Administrator of Veterans’ Affairs under the 
provisions of this title, or the regulations issued pursuant thereto, shall be final 
and conclusive on all questions of law and fact, and no other official or court of 
the United States shall have jurisdiction to review by mandamus or otherwise 
any such decision.” 

This section, as the Solicitor General concedes, does not relate to War Risk 
Insurance. It concerns only grants to veterans and their dependents—pensions, 
compensation allowances and special privileges, all of which are gratiuties. The 
purpose of the section appears to have been to remove the possibility of judicial 
relief in that class of cases even under the special circumstances suggested in 
Crouch v. United States, 266 U. 8. 180; Silberschein v. United States, 266 U.S. 221; 
United States v. Williams, 278 U. S. 255; Smith v. United States, 57 F. (2d) 998. 
Compare United States v. Meadows, 281 U. 8. 271. 

Seventh. The Solicitor General concedes that in No. 861 no question is presented 
except that of jurisdiction dependent upon the construction of the clause in § 17 of 
the Cacetieny Act discussed above. He contends in No. 855, that if jurisdiction 
is entertained, the demurrer should be sustained on the ground that the complaint 
fails to set forth a good cause of action, since it fails to show that the suit was 
brought within the period allowed by law. This alleged defect was not pleaded 
or brought to the attention of either of the courts below. Nor was it brought by 
the Solicitor General to the attention of this Court when opposing the petition for 
a writ of certiorari. We do not pass upon that question, which like others relating 
to the merits, will be open for consideration by the lower courts upon the remand. 

Eighth. Mention should be made of legislation by Congress enacted since the 
commencement of these suits. 


™ Compare Veterans Regulation No. 8, March 31, 1933. 
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1. Act of June 16, 1933, c. 101, § 20, 48 Stat. 309 provides: 

“Notwithstanding the provisions of section 17, title I, Public Numbered 2, 
Seventy-third Congress, any claim for yearly renewable term insurance on which 

remiums were paid to the date of death of the insured . . . under the provisions 
of laws repealed by said section 17 wherein claim was duly filed prior to March 
20, 1933, may be adjudicated by the Veterans’ Administration on the proofs and 
evidence received by Veterans’ Administration prior to March 20,1934, and any 
person found entitled to the benefits claimed shall be paid such benefits in 
accordance with and in the amounts provided by such prior laws. . . .” 

2. Section 35 of the Independent Offices Appropriation Act of 1935, passed on 
March 27-28, 1934, over the President’s veto, provides: 

“That notwithstanding the provisions of section 17 of title I, of an Act entitled 
‘An Act to maintain the Credit of the United States Government’ approved 
March 20, 1933, and section 20 of an Act entitled ‘An Act making appropriations 
for the Executive offices, etc. . . .? approved June 16, 1933, any claim for yearly 
renewable term insurance under the provisions of laws repealed by said section 
17, wherein claim was duly filed prior to March 20, 1933, and on which maturity 
of the insurance contract had been determined by the Veterans’ Administration 
prior to March 20, 1933, and where payments could not be made because of the 

rovisions of the Act of March 20, 1933, or under the provisions of the Act of 
» 16, 1933, may be adjudicated by the Veterans’ Administration and any 

erson found entitled to yearly renewable term insurance benefits claimed shall 
t paid such benefits in accordance with and in the amounts provided by such 
prior laws.” # 

The provision in the Act of June 16, 1933, which was enacted before the entry 
of judgments by the district courts, does not appear to have been considered by 
the lower courts. The provision in the Act of March 27-28, 1934, was enacted 
after the filing in this Court of the petitions for certiorari but before the writs 
were granted. As neither of these Acts was referred to by the Solicitor General 
or by counsel for the petitioners, we assume that there is nothing in them, or in 
any action taken thereunder, which should affect the disposition of the cases 
now before us. Any such matter also will be open for consideration by the lower 
courts upon the remand. 

Reversed. 


Van Horne v. Hines, ADMINISTRATOR OF 
VETERANS AFFAIRS, 


No. 7692 
UNITED STATES COURT OF APPEALS FOR THE DISTRICT OF COLUMBIA 
Argued May 7, 1941.—Decided June 30, 1941, 
Writ of Certiorari Denied Dec. 8, 1941. 


See 62 8.Ct. 360, 86 L.Ed.—. 

1. Army and navy 
Veterans’ benefits are “gratuities” and establish no “vested rights” in the 
recipient and hence such benefits may be withdrawn at any time by act of Con- 
gress, and to make the withdrawal effective Congress may in turn withdraw 
jurisdiction from the courts over decisions of the administrator in relation thereto. 
See Words and Phrases, Permanent Edition, for all other definitions of 

“Gratuity” and “Vested Right’’. 


2. Courts 


Where jurisdiction conferred by statute is prohibited by a later statute, juris- 
diction ceases, and causes pending at the time of the later enactment must be 
dismissed. 


8, Army and navy 

Courts 

The statute making final and conclusive decisions of the Administrator of 
Veterans Affairs on any question of law or fact concerning a claim for benefits or 
payments, and stating that no other official or any court of the United States 
shall have power or jurisdiction to review any such decisions, was intended to 
withdraw from the courts’ jurisdiction every final decision of the Administrator 


1% See instructions issued April 11, 1934, by the Administrator of Veterans’ Affairs, 
pursuant to the end of March 27-28. 
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in relation to benefit payments under the World War Veterans’ Act, and hence 
an action to require the Administrator to resume benefit payments to which 
Administrator had decided plaintiff had forfeited all right was properly dismissed, 
even though statute became effective after trial below and during pendency of 
appeal. 38 U.S.C.A. § lla—2; Wocld War Veterans’ Act, § 1 et seq., 38 UBC. 
A. § 421 et seq. 


Appeal from the District Court of the United States for the District of Columbia. 


Action by Douglas Van Horne against Frank T. Hines, as Administrator of 
Veterans Affairs, to recover disability compensation, wherein both parties moved 
for summary judgment on the pleadings. From an order sustaining defendant’s 
motion and dismissing the action, plaintiff appeals. 

Affirmed. 

See, also, 31 F. Supp. 346. 

C..L. Dawson, of Washington, D. C., for appellant, 

Edward M. Curran, U. 8. Atty., Charles B. Murray, Asst. U. 8. Atty., Dennis 
McCarthy, Asst. U. 5. Atty., and John M. George, all of Washington, D. C., 
for appellee. 

Before Groner, Chief Justice, and Mrtter and Vinson, Associate Justices. 

Groner, C. J. 

Appellant entered the army in 1917 and was honorably discharged in 1918. 
He was paid disability compensation under applicable statutes in various amounts 
from March 15, 1918. From 1926 he received the special statutory allowance 
of $50 a month for arrested tuberculosis incurred in military service. For a 
few months during the period of the Economy Act! this was reduced to $37.50 

r month, but was later increased to $50 per month under the authority of 
Section 28 of the Act of March 28, 1934.2 Sometime during the period, appellant 
separated from his wife, and thereafter the award of compensation was appor- 
tioned, In July, 1937, appellant submitted an affidavit to the Veterans’ Admin- 
istration purported to be signed by his wife, in which she refused to accept any 
part of the compensation awarded her, and appellant thereupon received the 
full amount. A month and a half later appellant’s wife denied, under oath, 
having signed the affidavit. Appellant was advised of his wife’s act of repudia- 
tion, but took no action in relation thereto, and in January, 1938, the Central 
Committee on Waivers and Forfeitures of the Veterans’ Administration, ap- 
parently without notice to appellant, determined that he had intentionally 
submitted a false affidavit and had thereby forfeited all rights and benefits 
to which he was entitled. In 1939 appellant was indicted in the United States 
District Court for the Western District of Washington under Section 15 of the 
Economy Act, 38 U.S. C. A. § 715, for submitting a false affidavit in connection 
with his claim for compensation. The trial resulted in his acquittal. Subse- 
quently thereto the Committee on Waivers and Forfeitures, without notice to 
him, reaffirmed its former decision, and appellant then brought this suit in the 
District Court, alleging that the Administrator had illegally and arbitrarily 
failed, refused, and neglected to award to appellant the compensation to which 
he was entitled under the provisions of the World War Veterans’ Act, 38 U.S. C. A. 
§ 421 et seq. The complaint prays that the court order and direct the Admin- 
istrator to perform his ministerial duties by awarding to appellant compensation 
in the amount of $50 per month for each and every month, commencing with 
July, 1937. , 

The Administrator answered, substantially admitting the facts as stated above, 
but defending on the ground that appellant had forfeited all rights to any benefits 
as the result of his violation of Section 15 of the Economy Act and in any event 
by the forfeiture of his rights under the provisions of Section 504, Title 5, of the 


1 Act of March 20, 1933, 48 Stat. 8, 38 U.S. C. A. § 701 et seq. 

#48 Stat. 524, 38 U.S. C. A. § 722. 

#38 U. 8. C. A. § 715: “Any person who shall knowingly make or cause to be made, or 
conspire, combine, aid, or assist in, agree to, arrange for, or in any wise procure the mak- 
ing or presentation of a false or fraudulent affidavit, declaration, certificate, statement, 
voucher, or paper, or writing purporting to be such, concerning any claim for benefits un- 
der sections 701 to 721 of this title, shall forfeit all rights, claims, and benefits under such 
sections, and, in addition to any and all other penalties imposed by law, shall be guilty of 
a misdemeanor and upon conviction thereof shall he punished by a fine of not more than 
$1,000 or imprisonment for not more than one year, or both.” 
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World War Veterans’ Act,‘ and alleging that the proceedings incident to the deci- 
sions of forfeiture were in full accord with the requirements of due process. Both 

arties moved for summary judgment on the pleadings. The lower court sus 
tained the Administrator’s motion, and this appeal followed. 

If the question here were simply whether the Administrator could legally 
invoke a penalty of forfeiture under Section 15 of the Economy Aci, without 
notice or opportunity to appellant to be heard in his own behalf, the answer 
would be more difficult. Silberschein v. United States, 266 U. 8. 221, 45 S. Ct. 
69, 69 L. Ed. 256; Hines v. United States, 70 APP. D. C. 206, 105 F. 2d 85; and 
see, also, Section 17 of the Economy Act, 38 U. 8. C. A. § 718. So, also, would 
there be greater difficulties if the answer turned on the applicability of Section 
504 of the World War Veterans’ Aet, especially in view of appellant’s acquittal 
of the identical charge on which the forfeiture was made. But the real defense 
of the United States in this case is based upon Section 11 of Publie No. 866, 76th 
Cong., 3d Sess., and under its provisions we are asked to dismiss the appeal for 
lack of jurisdiction. The pertinent portion of Section 11 reads “* * * the 
decisions of the Administrator * * * on any question of law or fact concerning 
a claim for benefits or payments * * * shall be final and conclusive and no other 
official or any court of the United States shall have power or jurisdiction to review 
any such decisions.” 

This Act was approved October 17, 1940, approximately a year and a half 
after our decision in Hines v. United States, supra, was sponsored by the Veterans’ 
Administration, and clearly was intended to stop up the gaps created by that 
decision. ‘The Administrator insists that it has the effect of depriving the courts 
of jurisdiction to review decisions of the Administrator in all cases and notwith- 
standing the appeal, as in the present case, was perfected prior to the time of its 
enactment. he Administrator tells us that the act was passed in supplement to 
Section 5 of the Economy Act to reach all classes of benefit claims, including those 
to which in Hines v. United States we had held Section 5 not applicable. And 
this view is strongly supported by the report of the Senate Committee where it is 
said: ‘‘Section 11 provides for the finality of decisions made by the Administrator 
of Veterans’ Affairs on questions relating to claims made under any of the laws 
administered by the Veterans’ Administration. ‘The purpose of this seciion is to 
provide for the uniform application of the rule which is now applicable in the case 
of most such claims.” * 

{1, 2] We think the Administrator’s position is correct. ‘There can be no 
doubt that veterans’ benefits are gratuities and establish no vested rights in the 
recipient. See Lynch v. United States, 292 U. S. 571, 54 S. Ct. 840, 78 L. Ed. 
1434; White v. United States, 270 U.S. 175, 46 8. Ct. 274, 70 L. Ed. 530. And 
this being so, such benefits may be withdrawn at any time by act of Congress, 
and to make the withdrawal effective, Congress may in turn withdraw jurisdic- 
tion from the courts over decisions of the Administrator in relation thereto. 
Kline v. Burke Constr. Co., 260 U. S. 226, 234, 43 8. Ct. 79, 67 L. Ed. 226, 24 
A. L. R. 1077; Barnett v. Hines, 70 App. D. C. 217, 105 F. 2d 96. If therefore, 
Congress has by the passage of the act withdrawn jurisdiction, it is of no conse- 
quence that the act became effective after the trial below and during the pendency 
of the appeal in this court, for the rule is well established that, where jurisdiction 
conferred by statute is prohibited by a later statute, jurisdiction ceases and causes 
pending at the time of the later enactment must be dismissed. See Hallowell 
v. Commons, 239 U.S. 506, 36 8. Ct. 202, 60 L. Ed. 409, White v. United States, 
supra, and also Smallwood v. Gallardo, 275 U. 8. 56, 62, 48 8. Ct. 23, 24, 72 L. Ed. 
152, where the Supreme Court said: ‘‘When the root is cut the branches fall.” 


#38 U. 8. C. A. §.555: “Any person who shall knowingly m1‘e or cause to be made, or conspire, combine, 
ald, or assist in, agree to, arrange for, or in any wise procure the makinz or presentation ofa false or fraudulent 
affidavit, declaration, certificate, statement, voucher, or paper, or writing purporting to be such, concerning 
any claim or the approval of any claim for compensation or maintenance and ee allowance, or the 
payment of any money, for himself or for any other person, under Parts II or IV of this chapter, shall forfeit 
all rights, claims, and benefits under said titlss, and, in addition to any and all other poualties imposed by 
law, shall be cuilty of a misdemeanor and upon conviction thereof shall be punished by a fine of not more 
_ $1,000 or imprisonment for not more than one year, or by bota such fine and imprisonment, for each such 
offense.”’ 

*“An Act To amend section 202 (3), World War Veterans’ Act, 1924, as amended, to provide more ade- 
vr. oe administrative provisions in veterans’ laws, and for other purposes”’, 54 Stat. 1197, 38 

S.C. A. § 11s-2. 

* Report of the Commitiee on Finance of the United States Senate, 76th Cong., at p. 11. 
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[3] And this brings us to the single question, whether the act on its face shows 
that Congress meant to withdraw from the jurisdiction of the courts every final 
decision of the Administrator in relation to benefit payments in the nature of 
gratuities provided for under the act. We think this unmistakable intent ig 
shown by the language of the act, and that the plain meaning of the words used 
brings us necessarily to this result, for the language is that the court shall not 
consider or review questions of law or fact ‘‘concerning a claim for benefits or 
payments”. The words—concerning a claim for payments—can have no other 
meaning than—having relation to—such payments, and whatever the language 
of the prayer of the present complaint, the obvious purpose of the suit is to 
require the Administrator to resume benefit payments to appellant which the 
Administrator has decided appellant has forfeited all right to. Undoubtedly, if 
we hold here as appellant asks, the judgment we should direct would require the 
Administrator to pay appellant the money benefits accruing since 1937 and those 
to accrue hereafter,—otherwise the action would be bootless,—and to do this we 
would have to review the Administrator’s decision “concerning a claim for * * * 
payments”’, and this the statute in plain words forbids. 

Our view is that, jurisdiction having been withdrawn, the order of dismissal 


(on the merits) should be, and is, affirmed, but on the ground of lack of jurisdiction, 
Affirmed, 





No. 719. Van Horne »v. Hines, ADMINISTRATOR OF VETERANS AFFAIRS, 
December 8, 1941. Petition for writ of certiorari to the Court of Appeals for 
the District of Columbia, and motion for leave to proceed further in forma 
pauperis, denied. Messrs. C. L. Dawson and Warren E. Miller for petitioner, 
Solicitor General Fahy and Messrs. Julius C. Martin, Wilbur C. Pickett, Fendall 
Marbury, and W. Marvin Smith for respondent. Reported below: 122 F. 2d 207, 


Stocums v. GRAY ET AL. 
No. 10186. 
UNITED STATES COURT OF APPEALS DISTRICT OF COLUMBIA CIRCUIT 
Argued June 14, 1949.—Decided Dec. 5, 1949. 


Action by Willie G. Slocumb, Jr., against Carl R. Gray, Jr., individually and 
as Administrator of Veterans’ Affairs, and others, to restrain the defendants 
from enforcing or giving effect to Instruction Number 1 promulgated by the 
Veterans’ Administration and requiring them to comply with the terms of the 
proviso related to readjustment benefits in Servicemen’s Readjustment Act. 

The United States District Court for the District of Columbia dismissed the 
action for want of jurisdiction, 82 F. Supp. 125, and the plaintiff appealed. 

The Court of Appeals, Wilbur K. Miller, Circuit Judge, held that the instruc- 
tion was valid, and affirmed the judgment. 


1. Army and navy 


Regulation by Administrator of Veterans’ Affairs requiring ‘complete justifica- 
tion’ that an elementary flight or private pilot course or a commercial pilot 
course elected by a veteran is in connection with his present or contemplated 
business or occupation means simply that the veteran must present convincing 
evidence of such fact, and a decision of the regional office of the Veterans’ Admin- 
istration that evidence presented by veteran was insufficient was not subject to 
review by any court. Servicemen’s Readjustment Act of 1944, §§ 100 et seq., 
400 (a), 38 U. S. C. A. §§ 693 et seq., 701 (f); Act June 30, 1948, 62 Stat. 1201, 


2. Army and navy 


A regulation of the Administrator of Veterans’ Affairs that complete justifica- 
tion that an elementary flight or private pilot course or a commercial pilot course 
elected by a veteran is in connection with his present or contemplated business 
or occupation is valid, Servicemen’s Readjustment Act of 1944, §§ 100 et seq., 
400 (a), 38 U. 8. C. A. §§ 693 et seq., 701 (f); Act June 30, 1948, 62 Stat. 1201, 


3. Army and navy 
Constitutional law 


Veterans’ benefits are mere gratuities, and the grant of them creates no vested 
rights, and the United Staies is not by the creation of claims against itself bound 
to provide a remedy in the courts. Servicemen’s Readjustment Act of 1944, 
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$§ 100 et seq., 400 (a), 38 U. S. C. A. §§ 693 et seq., 701 (f); Act June 30, 1948, 
62 Stat. 1201. 

Mr. William A. Roberts, Washington, D. C., with whom Mr. Robert E. 
McLaughlin and Mrs. Irene Kennedy, Washington, D. C., were on the brief, 
for appellant. 

Mr. David A. Turner, Assistant Associate Solicitor, Washington, D. C., with 
whom Messrs. Edward E. Odom, Solicitor, George P. Hughes, Assistant Solicitor, 
Veterans Administration, George Morris Fay, United States Attorney, Joseph M. 
Howard and Ross O’Donoghue, Assistant United States Attorneys, Washington, 
D. C., were on the brief, for appellees. 

Before Witpur K. Miuuer and Prettyman, Circuit Judges, and Hoirzorr, 
District Judge, sitting by designation. 

Wiisvur K. Miter, Circuit Judge. 

Willie G. Slocumb, a veteran of World War II and a licensed commercial 
photographer, applied on April 19, 1948, to a regional office of the Veterans’ Ad- 
ministration for permission to take a course in flight training under the provisions 
of the Servicemen’s Readjustment Act of 1944, as amended, 58 Stat. 284, 59 Stat. 
463, 59 Stat. 623, 60 Stat. 299, 38 U. S. C. A. § 693 et seq., 58 Stat. 287, 38 
U.S. C. A. § 701 (f). He told the regional office he wished to learn to fly in order 
to become a commercial aerial photographer. 

An appropriation act! approved June 30, 1948, provided funds to pay for the 
education and training of veterans authorized by Title II of the Readjustment 
Act, but also provided that no part of the appropriation should be expended for 
courses determined by the Administrator to be avocational or recreational. That 
limitation was itself limited, however, by this stipulation: 

““* * * For the purpose of this proviso, education or training for the purpose 
of teaching a veteran to fly or related aviation courses in connection with his 
present or contemplated business or occupation shall not be considered avocational 
or recreational.” 

Simultaneously with the effective date of the appropriation act, the Admin- 
istrator of Veterans’ Affairs promulgated a regulation which he termed “Instruc- 
tion No. 1’’, which included the following: 

“An elementary flight or private pilot course or a commercial pilot course 
elected by a veteran in an approved school shall not be considered avocational 
or recreational in character if the veteran submits to the regional office (1) com- 
plete justification that such course is in connection with his present or contem- 
plated business or occupation and (2) satisfactory evidence that he is physically 
qualified to obtain the type of license which will enable him to attain his employ- 
ment objective. Such justification and evidence must be submitted to and 
approved by the regional office prior to his entrance into training.” 

nder date of July 16, 1948, the regional office wrote to the appellant advising 
him of the limitation placed by the statute and regulation on expenditure of the 
appropriation and adding: 

“* * * The justification, which you submitted along with Veterans Adminis- 
tration Form 7-1905e, does not appear adequate. 

“Tf you so desire, you may request an appointment to obtain advisement and 
guidance for final determination to be uaa as to whether or not you will be 
allowed to pursue this course of training. 

“If you desire advisement and calena. you should contact the Veterans’ 
Administration Office, Norfolk, Virginia, for an appointment to obtain counseling 
and, at that time, a final determination will be made in your case.” 

Pursuant to this suggestion the appellant went to Norfolk on August 24, 1948, 
and took a series of aptitude and psychological tests, and, as his complaint says: 

““* * * on this occasion he described in detail the fact that he earns a substan- 
tial part of his livelihood as a licensed commercial photographer, that he has on 
several occasions made aerial photographs for hire, and that he wishes to make a 
career of aerial commercial photography; * * *.” 

The decisions of the cesta office of the Veterans Administration was communi- 
cated to Slocumb by the following letter, dated September 16, 1948: 

“Further reference is made to your request to enroll in the above-named course. 
You have received educational and vocational guidance. Consideration has been 
given to all the evidence submitted in your case, including the additional evidence 
developed through the Advisement and Guidance procedures, and it is determined 
that you have not established that the above-named course is in connection with 

our present or contemplated business, or occupation or educational objective. 
herefore your request to enroll in this course is disapproved. 


— 


'1The Supplemental Independent Offices Appropriation Act, 1949, 62 Stat. 1201. 











32 LIMITING PAYMENTS TO CERTAIN BENEFICIARIES 


“If you have no further evidence to submit, but have substantial reason to be- 
lieve that the decision is not in accordance with the law and the facts in your case, 
you may appeal to the Administrator of Veterans’ Affairs at any time within 1 
year from the date of this letter. If you wish to appeal, you should so inform 
this office, and you will be furnished with VA Form P-9 for that purpose.” 

Without availing himself of the right of appeal to. the Administrator, the 
appellant sued that officer, two of his assistants and the Director of Trainin 
Facilities of the Veterans Administration, in the United States District Cou 
for the District of Columbia. The complaint, which purported to be on behalf of 
Slocumb and all others similarly situated, attacked the regulation known as 
Instruction No. 1 as being an unauthorized modification of the statute pursuant 
to which it was promulgated and, therefore, illegal and void. The attack was based 
on the theory that the Administrator must accept appellant’s ‘“‘bonafide declara- 
tory statement’, if unrebutted, and that by requiring ‘‘complete justification” the 
regulation nullified the statute. This appears from the prayer of the complaint 
which was for a preliminary and then a permanent injunction against the appellees, 
and those acting for them, for the purpose of 

“(a) Restraining and enjoining them from enforcing or giving effect to Instrue- 
tion No. 1, promulgated by the Veterans Administration under Public Law 862, 
80th Congress, in any and all relations to applications for flight training under the 
Readjustment Act; and 

“(b) Requiring them to comply with the terms of the Proviso related to read- 
justment benefits in the said Public Law 862 of the 80th Congress by accepting a 
bonafide declaratory statement of an applicant for flight training that the course 
is to be used in connection with his present or contemplated business or occupation 
as sufficient evidence, in the absence of a rebuttal by the Veterans Administration, 
to remove the veterans’ application from the operation of the said Proviso.” 

The District Court dismissed for lack of jurisdiction. 

{1) The Administrator, in using the layman’s expression ‘complete justifica- 
tion”, could have meant no more than “convincing evidence’, and we attribute 
that meaning to the term. Since he was the person to be convinced, it was his 
right and duty in this case, as in all others, to say whether the evidence submitted 
was convincing to him; and, under the mandate of Congress, his answer may not 
be reviewed by any court. 

The proviso in the appropriations act upon which appellant relies does not de- 
clare, without reservation, that education or training for the purpose of teaching a 
veteran to fly shall not be considered avocational or recreational. It qualifies 
the declaration in this fashion: 

“* * * education or training for the purpose of teaching a veteran to fly * * ® 
in connection with his present or contemplated business or occupation shall not be 
considered avocational or recreational.’”’ (Emphasis supplied.) 

Consequently, whether a desired course in aviation actually will be in connec- 
tion with the applying veteran’s present or contemplated business or occupation, 
is a question which must be answered in each case. Congress of course knew the 
duty of making such decisions would fall upon the Administrator. Yet it estab- 
lished no standards to govern the quantity or quality of proof to be required as 
& basis for the determination. 

When the Administrator provided by regulation that an applying veteran 
must submit “complete justification that such course is in connection with his 
present or contemplated business or occupation”, he was simply setting up a 
standard which the statute omitted to supply. Had the regulation not been 
adopted, the Administrator could, nevertheless, follow the same rule in each 
case as it arose; and use of the standard on an ad hoc basis would then unmis- 
takably be a step in his decisional process, and therefore would not be open to 
judicial review.2, We see no difference in the two methods, so we conclude that 
this regulation is not subject to judicial scrutiny. It in no way enlarges, restricts 
or modifies, the scope of the statute but is in harmony with it, since it has to do 
with a matter which was legislatively left to the Administrator’s discretion. 


2 Compare Work vy. United States ex rel. Rives, 1925, 267 U. 8. 175, at pages 181-182, 45 8. Ct. 252, at page 
254, 69 L. Ed. 561, where the Supreme Court said: ‘“‘* * * Congress did not wish to create a legal claim. 
It was not dealing with vested rights. It did not * * * make the losses recoverable in a court, but 
expressly provided otherwise. * * * It hedged the granting of the equitable gratuity with limitations to 

revent the use of the statute for the recovery of doubtful or fraudulent claims or merely speculative losses. 

t vested the Secretary with power to reject all losses except as he was satisfied that they were just and equitable 

and it made his devision conclusive and final, Final against whom? Against the claimant, Fre could 
not resort to court to review the Secretary’s decision. This was expressly forbidden.” (Empuasis 
supplied.) 
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[2] Appellant says “that notwithstanding immunity from judicial review of 
such action [the Administrator’s ultimate disposition of the matter], however 
arbitrary or unjust, the Administrator may not by regulation nullify the very 
statute under which he is required to proceed.” The regulation here involved 
does not in any sense nullify the statute but rather supplements it. Nor is it, 
in our view, arbitrary or unjust. 

In disclaiming jurisdiction, the District Court properly relied upon 38 U.S. C. A. 
§ 705, which says: 

“All decisions rendered by the Administrator of Veterans’ Affairs under the 
provisions of * * * this title and * * * of Title 5 or the regulations issued 
pursuant thereto, shall be final and conclusive on all questions of law and fact, 
and no * * * court * * * shall have jurisdiction to review by mandamus or 
otherwise any such decision.” * 

In addition, reliance was placed upon 38 U. 8. C. A. § 1la—2, which repeats 
that, with certain exceptions not here relevant, the Administrator’s decision on all 
questions of law and fact concerning a claim for veterans’ benefits shall be con- 
clusive and not subject to review. 

[3] Under these enactments, the District Court lacked jurisdiction to review 
the merits of the Administrator’s decision on 2ppellant’s application,’ had the 
administrative proceeding progressed far enough to reach him. Moreover, the 
authority of Congress to withhold judicial review here is now beyond question.* 
Veterans’ benefits are mere gratuities and “the grant of them creates no vested 
right.” 7 ‘The United States is not, by the creation of claims against itself, 
bound to provide a remedy in the courts.” ® 

We accept the appellant’s statement that he is attacking the regulation and 
not the ruling; and, for the reasons given, we hold the regulation valid. He is 
not permitted by the statute to attack the ruling, whether made at the inter- 
mediate or final administrative level, 80 we need not consider the effect of 
— obvious failure to exhaust the administrative process. 

Affirmed. 


Waitt v. UNITED STATES ET AL. 


APPEAL FROM THE DISTRICT COURT OF THE UNITED STATES FOR THE EASTERN 
DISTRICT OF VIRGINIA 


No. 177. Argued January 26, 1926.—Decided March 1, 1926 


1. The Act of March 5, 1925, giving appellate jurisdiction to the Circuit 
Courts of Appeals in suits for war risk insurance, including suits pending, did not 
apply to a case pending in this Court on appeal on the date of the Act. P. 179. 

2. A form of certificate of war risk insurance providing that it should be subject 
not only to the War Risk Insurance Act but to any future amendments thereof, 
could be validly adopted under the Act by the Director with the approval of the 
Secretary of the Treasury. P. 180. 

3. Where a certificate was thus subject to future legislation, the beneficiary 
named had not such a vested right in the instalments payable as will prevent 
letting in another beneficiary not eligible under the statute originally, but named 
in the soldier’s will and made eligible by an amendment of the statute passed 
after his death. P. 180. 

299 Fed. 855, affirmed. 

Appeal from a judgment of the District Court in a suit to enforce rights claimed 
under a certificate of war risk insurance. 

Mr. A. T. Gordon, with whom Mr. R. L. Gordon, Jr., was on the brief, for 
appellant. 

The judgment of the court below, founded upon the amended Act, violates the 
Fifth Amendment by taking the property of the appellant without compensation, 
Forbes Pioneer Boat Line Co. v. Commrs. Everglades Drainage Dist., 258 U. 8. 336; 
Pennie v. Reis, 132 U. 8. 464; Sieger v. Building & Loan Assn., 208 Ill. 236; 


348 Stat. 9, ch. 3, Title I, § 5 (1933). This provision was made applicable to the Servicemen’s Readjust 
ment Act by 38 U. 8. C. A. § 697. 

454 Stat. 1197, § 11 (1940). 

*Snauffer v. Stimson, 1946, 81 U. 8. App. D. ©, 110, 155 F. 2d 861; Van Horne v. Hines, 1941, 74 App. 
D. ©, 214, 122 F. 2 207, certiorari denied 1941, 314 U. 8. 689, 62 8. Ct. 360, 86 L. Ed. 552. 

*Van Horn v. Hines, supra; Barnett v. Hines, 1939, 70 App. D. C. 217, 105 F. 2d 96, certiorari denied 
1039, 308 U. S. 573, 60 S. Ct. 88, 84 L. Ed, 480. 

Lynch v. United States, 1934, 292 U. 8, 571, 577, 54 8. Ct. 840, 842, 78 L. Ed. 1434. 

§ Dismuke v. United States, 1936, 207 U. 8. 167, 171, 56 8, Ct. 400, 403, 80 L. Ed. 561, 


23009°—58 H. Rept., 85-1, vol. 1——84 
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Barrett v. Barrett, 120 N. C. 127; Welch Water Co. v. Town of Welsh, 62 8. E. 497; 
Ettor v. City of Tacoma, 228 U. 8. 146. The interest of the appellant became 
vested upon the death of the insured. Supreme Council v. Behrend, 247 U. 8S. 394, 
The designation of Lucy Reeves as one of the beneficiaries of the ‘contract is not 
voidable, but void. The Act of Congress expressly forbade the insured to name 
her as a participant in the fund. The power of Congress to extend the permitted 
class of beneficiaries ceases when the title of the permitted beneficiary becomes 
complete. 

The policy is not a gratuity, but a contract, founded upon a valuable considera- 
tion, to wit, seven dollars per month deducted from the soldier’s pay. It has been 
fully performed by the payment of the sums stipulated for and by the perform- 
ance of the services which it was intended to stimulate. The fact that the insured 
only paid the normal premiums incident to times of peace and the Government 
paid the additional premium incident to the hazards of war, cannot affect the 
obligation to pay the sum contracted for or justify an interpretation of the Act 
which robs the contract of its character as a property right. 

The contract is entire, founded upon an indivisible consideration. The fact 
that the payments are in future installments is immaterial. The contract in- 
sured the lie of the soldier in the sum of ten thousand dollars. This sum is 
divided into 240 installments, based on a life expectancy of twenty years. In the 
event of the soldier’s death within this period, the promise is to pay his beneficiary 
the same installments for twenty years or, in the event of her death, for such 
portion of it as she actually continues in life. . Hence death is a condition subse- 
quent, operating to defeat the previously vested interest in the fund. An estate 
is “vested” where there is an immediate right of present enjoyment, or a present 
fixed right of future enjoyment. Armstrong v. Barber, 239 Ill. 389; United States 
v. Fidelity Trust Co., 222 U. 8. 155. 

Congress can make no contract with the insured except by statute. The Act 
in question did not, and could not constitutionally, authorize the Department to 
incorporate conditions in the contract reserving to Congress the power to alter 
or change its terms. Wailliamson v. United States, 207 U. 8. 425. 

The power of Congress to reserve the right to alter or amend the grant is ex- 
clusive. 

But, aside from this, had the general language found in the application of the 
insured been incorporated in the Act of 1917, it would not change the result. A 
general reservation of this character gives no power to destroy the obligation of the 
contract. The reservations have relation to the executory stages of performance 
during the life of the contract, and then only to reasonable changes that do not 
materially affect its obligation. County of Stanislaus v. San Joaquin Canal Co.,; 
192 U. 8S. 201; Holyoke Water Co. v. Lyman, 15 Wall. 500; Miller v. New York; 
15 Wall. 478; Vinton v. Welsh, 9 Pick. 92; Close v. Glenwood, ae S. 466; Sinking 
Fund Cases, 99 U.S. 710; Curran v. State, 15 How. 402; 19 R. C.L . 1207, §§ 23-24; 
7 C. J. 1080: Bornstein v. Grand Lodge &e., 81 Pac. 271. 

Solicitor General Mitchell, with whom "Assistant Attorney General Lelts, and 
Messrs. Alfred A. Wheat and William M. Offley, Special Assistants to the Attorney 
General, were on the brief, for appellees. 

The jurisdiction of this Court on direct appeal must be rested on § 238 of the 
Judicial Code, as it stood in 1924, allowing direct appeals in cases involving the 
construction of the Constitution of the United States. As this appeal was taken 
in August, 1924, the Act of February 13, 1925, does not apply. Although Congress 
may withdraw the right of appeal even after the appeal has been taken, Crane v. 
Hahlo, 258 U. 8. 142, the Act of March 4, 1925, is prospective in the sense that 
it was not intended to affect cases in which appeals had been taken prior to its 
passage, especially as the earlier Act of February 13, 1925, had expressly saved 
pending appeals. The jurisdiction of this Court depends ‘therefore on whether 
a substantial constitutional question is presented. Goodrich v. Ferris, 214 
U. 8. 71; Sugarman v. United States, 249 U. 8S. 182. 

The Act of December 24, 1919, did not deprive the appellant of property with- 


out due process of law, and its retroactive provisions must be sustained because 
the War Risk Insurance Act, as amended October 6, 1917, gave to the Director, 
under the direction of the Secretary of the Treasury, power ‘to administer, execute, 


and enforce the provisions of the Act and authority to make rules and regulations 
for that purpose and to determine the full and exact terms and conditions of the 
contract. The Director exercised this power by prescribing a condition, which 
was inserted in the contract in exvress terms, that the contract should be subject 
in all respects to the provisions of the Act of October 6, 1917, and of any amend- 
ments thereto and of all reguiations thereunder “now in force or hereafter 








he 


d- 





LIMITING PAYMENTS TO CERTAIN BENEFICIARIES 35 


adopted.” The power given him by the Act was sufficiently broad to authorize 
the Director to reserve in the contract a power to the United States to enact 
laws amending the contract subsequent to its issuance, at least for the purposes 
of carrying out the objects of the Act, and the wishes of the insured. hese 
provisions should be construed to render the law subject to modification by Con- 
gress after the issuance of the contract and after the death of the insured so as to 
meet the expressed wish of the soldier as to which of those dependent upon him 
should receive the benefits of the insurance. 

The Act of December 24, 1919, is a legislative recognition that the Director 
was acting within his powers, or is a ratification of his act in reserving to Congress 
a right to alter the contract. The Act of December 24, 1919, validating an in- 
effective attempt of the insured to designate his aunt as a beneficiary, may be 
sustained on principles applied to sustain curative Acts. 

Mr. Justice Houmes delivered the opinion of the Court, 

George White, a soldier in the American army during the late war, on July 1, 
1918, took out insurance upon his life for $10,000 under the War Risk Insurance 
Act of October 6, 1917, ¢. 105, Article IV, § 400; 40 Stat. 398, 409. He designated 
his mother, the appellant, as beneficiary, but by a letter of the same date, since 
established as his will, he provided that one-half of the sums paid should go to 
his aunt, Lucy Reeves, who at that time was not among those to whom the statute 
allowed the policy to be made payable. §401. He died on October 4, 1918, and 
thereafter monthly installments of $57.50 were paid to the mother through 
January, 1921. The award of the whole to her then was suspended on the ground 
that by the will the aunt was entitled to one-half. The Act of December 24, 1919, 
ce. 16, § 13;-41 Stat. 371, 375, had enlarged the permitted class of beneficiaries to 
include aunts among others and had provided that the section should be deemed 
to be in effect as of October 6, 1917, and, with proper safeguards, that awards of 
insurance should be revised in accordance with the amended act. On October 
9, 1923, the mother filed a petition under § 405 of the Act of 1917 and the Act 
of May 20, 1918, ce. 77; 40 Stat. 555, to establish her claim to the whole, and set up 
that to give effect to the Act of 1919 would be to deprive her of her rere 
without due process of law contrary to the Constitution of the United States. 
The District Court decided in favor of the aunt. 299 Fed. 855. Mrs. White 
appealed to this Court in August, 1924, and it fairly may be assumed that the 
Act of March 4, 1925, c. 553; 43 Stat. 1302, 1303, giving the appellate jurisdiction 
to the Circuit Court of Appeals does not apply. 

Mrs. White’s argument, of course, is that, although the statute allowed a bene- 
ficiary to be named by will, it did not extend the benefit to aunts, so that her son’s 
will was ineffective at the time when it was established; that therefore the mother’s 
interest vested as absolute at the son’s death, and could not be defeated by later 
legislation. But this argument fails when the precise position of the parties is 
understood. 

The certificate of insurance provided in terms that it should be “subject in all 
respects to the provisions of such Act [of 1917], of any amendments thereto, and 
of all regulations thereunder, now in force or hereafter adopted, all of which, 
together with the application for this insurance, and the terms and conditions 
published under authority of the Act shall constitute the contract.” These 
words must be taken to embrace changes in the law no less than changes in the 
regulations. The form was established by the Director with the approval of 
the Secretary of the Treasury and on the authority of Article I, § 1, and Article 
IV, § 402, of the Act, which, we have no doubt, authorized it. The language is 
very broad and does not need precise discussion when the nature of the plan is 
remembered. The insurance was a contract, to be sure, for which a premium 
was paid, but it was not one entered into by the United States for gain. All 
soldiers were given a right to it and the relation of the Government to 
them if not paternal was at least avuncular. It was a relation of benevolence 
established by the Government at considerable cost to itself for the soldier’s good. 
It was a new experiment in which changes might be found necessary, or at least, 
as in this case, feasible more exactly to carry out his will. If the soldier was 
willing to put himself into the Government’s hands to that extent no one else 
could complain. The only relations of contract were between the Government 
and him. White’s mother’s interest at his death was vested only so far as he 
and the Government had made it so, and was subject to any conditions upon which 
they might agree. They did agree to terms that cut her rights down to one-half. 
She is a volunteer and she cannot claim more. See Helmholz v. United: States, 
294 Fed. 417, affirming 283 Fed. 600. Gilman v. United States, 294 Fed. 422, 


affirming 290 Fed. 614. 
Judgment affirmed. 
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The reports of the Veterans’ Administration, General Accounting 
Office, and Bureau of the Budget follow: 


CompTROLLER GENERAL OF THE UNITED SrarTzs, 
Washington 25, D. C., January 16, 1957. 
B-130281. 
Hon. Our E. Teracus, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives. 

Dear Mr. Cuarrman: Your letter of January 7, 1957, requests a 
report on H. R. 72, a bill to amend section 21 of the World War 
Veterans’ Act, 1924, to provide for the disposition of certain benefits 
which are unpaid at the death of the intended beneficiary. 

The basic purpose of the bill is to provide that payments of gratui- 
tous veterans’ benefits to guardians or other fiduciaries of veterans or 
their dependents who are under a legal disability, or property derived 
therefrom, shall revert to the United States after payment of the 
decedent’s debts and the expenses of administering the estate if the 
intended beneficiary dies and is not survived by a spouse, child, or 
dependent parent. The bill was occasioned by the situation brought 
to the attention of your committee in the 84th Congress that in many 
instances sizable estates were accumulating in a manner which the 
committee concluded the Congress never contemplated or foresaw 
and which upon death might be paid to distant relatives, some of whom 
reside in foreign countries, having little or no interest or responsibility 
for the welfare or care of the beneficiary. 

If the beneficiary attains majority or becomes competent, accrued 
benefits and payments would not be affected by the provisions of the 
bill. In the event of his prior death, however, the accrued benefits 
and payments and the proceeds of property derived therefrom would 
revert to the Government unless the deceased beneficiary is survived 
by a spouse, child, or dependent parent. 

The legislative history of the predecessor bill (H. R. 10478, 84th 
Cong.) shows that some doubt has been expressed as to the validity 
of the measure insofar as it would reach past payments. We offer no 
comment in that respect other than to suggest that in view of such 
doubt your committee may desire to make the bill apply only to 
future payments or to revise it so as to provide independent sections 
covering past payments and future payments with a separability 
clause. 

Insofar as the measure would apply to future payments, we offer 
no objection to the bill except, as to the provision under which the 
proceeds of the payments involved would be reached, to point out the 
views expressed in letter dated May 21, 1956 (see pp. 36-38, H. Rept. 
No. 2584 on H. R. 10478, 84th Cong.), of the Administrator of Vet- 
erans’ Affairs concerning the practical difficulties in administering the 
measure and possible hardships affecting the beneficiary’s family: 

“Under the terms of the bill, the assets of the decedent’s estate 
would have to be liquidated by the Administrator before payment 
could be made to any of the specified survivors. The practical diffi- 
culties which would be encountered in attempting to comply with this 
provision are almost limitless. There is, for example, the matter of 
acquiring possession of the property, both personal and real, and 
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thereafter preserving it until it can be disposed of at a reasonable 
price. In the case of real estate, particularly difficult problems would 
arise. These include the matter of the acquisition and conveyance 
of a marketable title to the property, the question of what will be 
done with the property which was purchased only in part with funds 
derived from Veterans’ Administration benefits, and the preservation 
and disposition of crops growing thereon. An additional considera- 
tion will arise in cases wherein the real estate owned by the decedent 
was used as a home for his wife and family. It would be manifestly 
unjust to dispose of such property at what would be tantamount to 
a& foread sale, depriving them of a home, only to return to them a 
sum which might well be substantially less than the market value.” 
It does not appear that the bill would involve any additional costs 
to the Government, other than some additional administrative costs, 
concerning which we cannot furnish any worthwhile estimate. 
Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 





VETERANS’ ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR OF VETERANS’ AFFAIRS, 
Washington, D. C., February 8, 1957. 
Hon. Ourn E, Teacus, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington 25, D. C. 


Dear Mr. Teague: This is in reply to your request for a report on 
H. R. 72, 85th Congress, a bill to amend section 21 of the World War 
Veterans’ Act, 1924, to provide for the disposition of certain benefits 
which are unpaid at the death of the intended beneficiary. 

The general purpose of the bill is to prevent payment, upon the 
death of a beneficiary of the Veterans’ Administration who is under a 
legal disability, to persons other than the spouse, child, or dependent 

arent of the deceased beneficiary, of funds held in the Treasury and 
unds or property in the hands of a guardian or other fiduciary which 
were derived from payments of gratuitous Veterans’ Administration 
benefits. 

To achieve this purpose, the bill would amend section 21 of the 
World War Veterans’ Act to add provisions addressed to situations in 
which funds have either been held in the Treasury to the beneficiary’s 
credit during his lifetime or have actually been paid over to guardians 
and other fiduciaries. In the latter instances, the bill would purport 
to require that funds or property in the hands of the fiduciary, includ- 
ing the chief officer of the institution in which the beneficiary received 
care, be paid to the personal representative of the deceased. The 
benefits specified are compensation, pension, emergency officers’ retire- 
ment pay, servicemen’s indemnity, or retirement pay; and the bill 
specifically provides that the procedure outlined shall apply to such 
payments made both before and after its enactment by the Adminis- 
trator of Veterans’ Affairs. 

The bill also requires that the personal representative, having col- 
lected such funds or the property from which derived shall return the 
funds and the proceeds of the property to the Administrator, subject 











38 LIMITING PAYMENTS TO CERTAIN BENEFICIARIES 


. to first satisfying claims of creditors and expenses of administration 
if other assets of the estate are insufficient for that purpose. The 
Administrator would then be required to pay the funds so received 
to the surviving spouse, children, or dependent parents of the deceased 
beneficiary, and in the absence of any such survivors the amounts 
involved would be deposited in the Treasury to the credit of the 
appropriation from which derived. 

H. R. 72 is identical with H. R. 10478, 84th Congress, as passed 
by the House of Representatives on July 23, 1956, and which was 
pending consideration by the Committee on Finance, United States 
Senate, when the 84th Congress adjourned. Under date of May 21, 
1956, the Veterans’ Administration furnished to your committee a 
report on H. R. 10478, as introduced (Committee Print No. 248). 
Committee amendments incorporated in H. R. 10478, as passed by 
the House, included certain revisions of detail designed to meet some 
of the problems of administration which had been raised by the 
Veterans’ Administration in its report. 

The Veterans’ Administration is in complete accord with the basic 
objective of the current bi'l, which is to preclude distribution of 
accumulated benefits to remote relatives of decreased incompetent 
and minor beneficiaries. The object of these payments of pension, 
compensation, and similar benefits is defeated if they are permitted 
to reach the hands of persons who during the lifetime of the incompe- 
tent veteran or minor beneficiary have demonstrated no interest in 
his welfare. 

Notwithstanding our strong sympathy with this aim of the legis- 
lation, it is necessary again to raise the serious question which was 
presented in the prior report on H. R. 10478, 84th Congress, con- 
cerning the retroactive feature of the bill. It would purport to reach 
payments made to guardians and other fiduciaries and accumulated, 
in many cases, over long periods of time prior to enactment of this 
proposal. It is still the view of the Veterans’ Administration that 
the validity of the proposal would be highly questionable, in view of 
the fact that prior payments of the benefits involved have become 
fully vested and effectively a part of the estate of the incompetent 
or minor beneficiary. It is believed that this problem is not met by 
the fact that the benefits are generally in the nature of gratuities. 
Having been paid without any stipulation for their reverter to the 
Government under specified conditions such as those provided by the 
bill, they would appear to have assumed the same status from the 
standpoint of beneficiary ownership and disposition upon death as 
other funds and properties in the hands of fiduciaries. An attempt 
by the Government to impose new conditions materially qualifying 
vested property rights would undoubtedly be challenged by those 
whose claims and interests are adversely affected. 

While substantial amounts of accumulated funds which have 
already been paid to guardians and other fiduciaries would be affected 
by the retroactive provision of the bill and this, if valid, would yield 
desirable results, it is the view of the Veterans’ Administration that 
the validity of the retroactive provision is so doubtful that it should 
not be retained in the legislation if it is to be enacted. The foregoing 
should be qualified with respect to funds over which the Veterans’ 
Administration has retained control and which have been deposited in 
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“personal funds of patients.” As to funds representing gratuitous 
Veterans’ Administration benefits which are deposited in this account 
by the chief officer of the institution or the regional office manager, it 
is believed that the situation is materially different from that in which 
payments have been made to guardians and that property rights have 
not vested to such an extent that the legislation could not validly be 
applied to moneys previously deposited in that account. _ Accordingly, 
it is recommended that if the essential plan of this bill is pay 
considered the retroactive provisions be removed except as to funds 
composed of the mentioned benefits which have been deposited in 
personal funds of patients. 

It should be pointed out, however, that even if the proposed proce- 
dure is applied prospectively it would necessarily produce legal and 
administrative difficulties resulting from the proposed Federal limita- 
tions on the disposition of estates of deceased persons in an area 
generally reserved to the States. For that reason, it is suggested that 
the committee give consideration to the possible alternative approach, 
discussed below, of establishing additional measures to prevent the 
building up of the estates of incompetent veterans by an accumulation 
of Veterans’ Administration benefits paid during their lifetime, thereby 
avoiding the problem of disposition of sizable estates composed of 
these funds upon the death of the beneficiary. For many years the 
Congress has employed this approach to a limited extent. 

Public Law 662, 79th Congress, as amended, requires the discon- 
tinuance of certain benefit payments to incompetent veterans who are 
being furnished hospital, institutional, or domiciliary care by the 
Veterans’ Administration when the estate from all sources reaches 
$1,500 and precludes further payments until the estate is reduced to 
$500. This provision applies only to incompetent veterans having 
neither wife, child, nor dependent parent. If the incompetent veteran 
dies, the amounts withheld are not payable to any person, but if the 
veteran regains his competency the payment of the withheld amounts 
is made to him 6 months following a finding of competency. The 
law in effect prior to the enactment of Public Law 662 (sec. 13, Public 
Law 144, 78th Cong.) provided for the permanent discontinuance 
(where the estate equals or exceeds $1,500 and until reduced to $500) 
of benefit payments to incompetent veterans having neither wife, 
child, nor dependent parents while hospitalized or institutionalized 
by the United States or any political subdivision thereof. Thus the 
previous law reached many situations in which the veteran was not 
being furnished care by the Veterans’ Administration but was receiv- 
ing such care at public expense in State or other institutions. If the 
general principle of the prior law were revived by appropriate amend- 
ments to Public Law 662, it is believed that this would go far toward 
meeting, in the future, the basic problem at which the subject legisla- 
tion is directed. 

This alternative approach might well be accompanied also by 
amendments to section 21 of the World War Veterans’ Act, limiting 
the disposition of “personal funds of patients” in substantially the 
manner provided by the bill, insofar as they are composed of gratuitous 
benefits deposited in such account before or after enactment of the 
legislation. 
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If the bill in its present form should be favorably considered, there 
are several items of detail which may require revision, including the 
following: 


(1) In line with the general pattern of other provisions of the 
bill not to make the proposed new procedure applicable to insur- 
ance payments, it is suggested that insurance be specificall 
excepted from the operation of that part of section 1 (a) which 
precedes the escheat provisions beginning at line 10 on page 2. 
This is indicated to avoid any question concerning the impairment 
of contract rights under policies of insurance with respect to any 
amounts composed of insurance benefits which may be withheld 
in the Treasury pursuant to paragraph 3 of section 21 of the 
World War Veterans’ Act. 

(2) If the retroactive provision of the bill is deleted it will be 
necessary to reconstruct the language providing for escheat of 
automatic and term insurance in section 1 (a) in order to apply 
these escheat provisions to the other types of benefits to which 
they now apply under section 21 (3) of the World War Veterans’ 
Act. 

(3) The words “dependency and indemnity compensation,” 
should be inserted after “compensation” in line 8, page 3, for 
consistency with the language of section 21 (3) of the World War 
Veterans’ Act, as amended by section 501 (h) (2), Public Law 881, 
84th Congress. 

(4) The insertion of “(other than a Veterans’ Administration 
institution)’ after the word “institution” in line 5, page 3, would 
avoid the unnecessary and cumbersome requirement that a chief 
officer of a Veterans’ Administration institution turn over to the 
personal representative of the deceased beneficiary funds which 
the latter would then be required to return to the Veterans’ 
Administration. 


In the course of consideration of the bill there may be other items 
of detail as to which it is determined that technical amendments 
should be made. Representatives of the Veterans’ Administration 
will be pleased, upon request, to cooperate in these matters by furnish- 
ing technical assistance or information as needed. 

ecause of the unknown factors involved, including the number 
of veterans who will not be survived by a spouse, child, or dependent 
parent, it is not possible to make an accurate estimate of the cost 
effects of H. R. 72, if enacted. It is apparent, however, that over 
any considerable period of time it would result in the return to the 
Treasury of amounts representing benefits previously paid by the 
Veterans’ Administration in a substantial number of cases. 

In summary, the Veterans’ Administration strongly subscribes to 
the basic objective of this proposed legislation. However, for the 
reasons set forth herein, enactment of the bill in its present compre- 
hensive form cannot be recommended. While we do not desire to 
object to consideration of the bill if appropriately amended to apply 
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prospectively, it is urged, because of the administrative problems 
which would necessarily result, that consideration be given to the 
alternative approach to the problem along the lines generally indicated 
in this report. 

Advice has been received from the Bureau of the Budget that 
there would be no objection to the submission of this report to your 
committee. 

Sincerely yours, 
H. V. Hietey, Administrator. 





ExecuTIve OFrFicr OF THE PRESIDENT, 
BuREAU OF THE BuDGET, 
Washington 25, D. C., February 11, 1957. 
Hon. Ourn E. Teacup, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington 25, D. C. 


My Dear Mr. CuarrMan: This is in reply to your letter of Jan- 
uary 7, 1957, requesting the views of the Bureau of the Budget on 
H. R. 72, a bill to amend section 21 of the World War Veterans’ Act, 
1924, to provide for the disposition of certain benefits which are un- 
paid at the death of the intended beneficiary. 

This bill is identical with H. R. 10478, which passed the House 
during the last session of Congress. As you will recall, executive 
agencies endorsed the basic purpose of that bill: However, the 
Veterans’ Administration and the Department of Justice raised 
several questions regarding the validity of certain provisions of the 
bill as originally introduced. While some technical alterations were 
made before passage in the House, it retained, and the present bill 
retains, the provisions which were most fundamentally questioned. 
The Veterans’ Administration’s report on H. R. 72 discusses these 
issues in some detail. It might also be desirable for your committee 
to obtain comments from the Department of Justice on the current 
version of the bill. 

The Bureau of the Budget agrees that disposition of benefit estates 
should be restricted along the lines provided by H. R. 72. However, 
it is believed that the accumulation of such estates through continued 
compensation and pensions payments to competent as well as incom- 
petent veterans in hospitals, domiciliaries, and other public institu- 
tions is a matter which also needs study. 

The Bureau of the Budget favors the objectives of H. R. 72, but 
we would urge that the committee give careful consideration to the 
above-mentioned technical and lege issues raised by the Veterans’ 
Administration and to the question of estate accumulation through 
continued payments to veterans in institutions. 

Sincerely yours, 
Rosert.E. Merriam, 
Assistant Director. 
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The report of the Department of Justice on the identical bill in the 
84th Congress, H. R. 10478, follows: 


Unitep States DEPARTMENT OF JUSTICE, 
Orrice or THE Deputy AtrrorNey GENERAL, 
Washington, D. C., June 28, 1956. 
Hon. Ourn E. Tracur, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington, D. C. 

Drar-Mr. CuarrMan: This is in response to your request for the 
views of the Department of Justice concerning the bill (H. R. 10478) 
to amend section 21 of the World War Veterans’ Act, 1924, to provide 
for the disposition of certain benefits which are unpaid at the death 
of the intended beneficiary. 

Enclosed for the consideration of the committee is a memorandum 
in which the legislation is discussed and suggestions are made for its 
amendment. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this recommendation. 

Sincerely, 
Warren Oxney III, 
Acting Deputy Attorney General. 


JUNE 21, 1956. 
MEMORANDUM 


Subject: H. R. 10478, 84th Congress, 2d session, a bill to amend 
section 21 of the World War Veterans’ Act, 1924, to provide for 
the disposition of certain benefits which are unpaid at the death 
of the intended beneficiary. 


This memorandum is prepared in response to a request for views 
with respect to the merits of H. R. 10478, 84th Congress, 2d session. 
H. R. 10478 proposes the amendment of paragraph (3) of 38 U.S. C. 
450, and the addition of a new paragraph (5) to that section of the 
statute. 

Paragraph (3), as it is presently written, provides that any balance 
of compensation, pension, energency officers’ retirement pay or insur- 
ance payable under any act administered by the Veterans’ Adminis- 
tration, the payment of which has been suspended or withheld from 
the fiduciary of a veteran or other beneficiary under a legal or mental 
disability pursuant to the authority of 38 U. S. C. 450 shall, in the 
event of the beneficiary’s death, be paid to the decedent’s personal 
representative, unless the estate will escheat under the laws of the 
State of the decedent’s last residence. The terms of 38 U.S. C. 450, 
including those referred to above, are expressly made applicable to 
benefits payable under the National Service Life Insurance and the 
Servicemen’s Indemnity Acts (38 U.S. C. 816 and 858). H. R. 10478, 
if enacted into law, would require that suspended or withheld benefits 
be paid, in the event of the beneficiary’s death, his spouse or, if none, 
to his children (as defined in 38 U. S. C. 424 (1)) in equal parts. If 
the beneficiary is survived by neither a spouse nor children, the sus- 
pended or withheld benefits would be payable to his dependent father 
and mother (as defined in 38 U.S. C. 424 (5)) in equal shares. In the 
event the decedent is not survived by persons within the classes 
indicated, the suspended or withheld benefits would revert to the 
Treasury of the United States, 
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The last proviso of paragraph (3) of title 38, United States Code. 
section 450, as it is presently written, provides that funds derived 
from compensation, automatic or term insurance, emergency officers’ 
retirement pay or pension which are in the hands of a fiduciary of a 
veteran or other beneficiary who dies while under a legal or mental 
disability shall escheat to the United States if by the laws of the 
State of the deceased’s last residence such funds would otherwise 
escheat to the State. By the terms of H. R. 10478, the escheat 
provisions presently contained in the last proviso of paragraph (3) of 
title 38, United States Code, section 450, would be omitted and in lieu 
thereof a new paragraph (5) would be added. This paragraph would 
require the decedent’s fiduciary to pay over to the Administrator of 
Veterans’ Affairs any funds or property derived from payments of 
compensation, pensions (including pensions under private relief acts) 
emergency insurance retirement pay, servicemen’s indemnity and 
retirement pay made by the Veterans’ Administration. Such benefits 
would then be paid by the Administrator of Veterans’ Affairs to the 
person or persons entitled thereto under the order of devolution 
established in paragraph (3), as amended, and if no one is eligible 
to take under that order of devolution, the funds and the proceeds of 

roperty derived therefrom would revert to the Treasury of the 
Dnited States. 

The present escheat provisions of paragraph (3) of title 38, United 
States Code, section 450, were enacted to prevent the several States 
from obtaining a windfall of Federal funds which were intended by 
Congress for the benefit of veterans and their dependents and bene- 
ficiaries. See In re Price’s Estate (199 Misc. 833, 104 N. Y.S. 2d 518 
(Surr. Ct., N. Y.)). H.R. 10478 would go much further and provide 
for the reversion to the United States of enumerated benefits and 
property derived therefrom in lieu of the distribution of such funds 
or property to remote relatives. In addition H. R. 10478 would 
impose upon the Admiaistrator of Veterans’ Affairs the responsibility 
for determining whether or not a deceased beneficiary has been 
survived by persons eligible to receive such funds or property. No 
provision has been made in H. R. 10478 for the allowance and payment 
of the claims of creditors of a deceased beneficiary, including the 
expenses of his last illness and burial. 

From a practical standpoint, the estates of the approximately 
232,000 minor beneficiaries of Veterans’ Administration benefits are 
relatively small and much less likely to revert to the Government 
pursuant to the proposal contained in H. R. 10478 than is true with 
respect to the estates of the approximately 107,000 mentally incom- 
petent veterans and other beneficiaries. Our experience in the litiga- 
tion of claims under the present statute confirms the view that Gov- 
ernment insurance payments have contributed materially to the size 
of the larger estates and that a substantial loss would result to the 
Government if the present provisions for the escheat of such funds 
were repealed. 

The Government’s insurance programs resemble, in benevolent 
purpose the allowance of pensions and compensation benefits and 
other bounties in that public funds have been used to meet a large 
part of the cost of such programs (Lynch v. United States, 292 U.S. 
571; United States v. Henning, 344 U. S. 66). The Government has 
limited its claim for the escheat of insurance benefits under the present 











44 LIMITING PAYMENTS TO CERTAIN BENEFICIARIES 


statute to automatic or term war risk insurance and gratuitous and 
level premium term national service life insurance (see 38 C. F. R, 
14.326b), the substantially gratuitous nature of these benefits being 
well recognized. So limited, the Government’s claim under the 
escheat provisions of the last proviso of title 38, United States Code 
section 450 (3), has not been successfully challenged. Retention of 
the present provisions of title 38, United States Code, section 450, 
with respect to the escheat of insurance benefits would appear to be 
both desirable and consonant with the basic objectives of i. R. 10478, 

With respect to compensation, pensions, and other gratuitous bene- 
fits, it is well settled that the recipient has no vested right to the con- 
tinued payment of such benefits (United States v. Teller, 107 U.S. 
64; Lynch v. United States, 292 U.S. 571). Moreover, Congress may 
annex such conditions to the grant of gratuities as it sees fit and the 
recipient will hold them subject to the stated conditions and limita- 
tions (Abbott v. Morgenthau, 93 F. 2d 242 (C. A. D. C.), certiorari 
denied, 303 U.S. 638). The effect of the present statute is to impress 
the funds referred to therein with a reversion in favor of the United 
States (In re Lindquist’s Estate, 25 Cal. 2d 697, 154 P. 2d 897, cer- 
tiorari denied, 325 U. S. 864; Coakley v. Attorney General, 318 Mass. 
508, 62 N. E. 659). That also is the purpose of the present legislative 
proposal. 

H. R. 10478 does not provide for the reversion of automatic or term 
war-risk insurance benefits. However, this bill is otherwise more 
comprehensive in its coverage than the escheat provisions of title 38, 
United States Code, section 450 (3), both with respect to retirement 
pay and as it applies to “property” as well as “funds” derived from 
the benefits enumerated in the bill. As a practical matter the term 
“funds” used in the present statute embraces more than moneys 
actually paid on behalf of beneficiaries under legal or mental incapac- 
ity (Cf. Coakley v. Attorney General, 318 Mass. 508, 62 N. E. 2d 659; 
= " Price’s Estate, 199 Mise. 833, 104 N. Y. S. 2d 518 (Surr. Ct., 

Dy: 

The specific inclusion of real property within the terms of the statute 
giving the Government a reversionary interest in funds and property 
derived from the enumerated benefits would appear to present legal 
and practical difficulties from the standpoint of land titles, especially 
since the proposed legislation apparently seeks to avoid the usual 
administration proceedings conducted by State courts. In addition, 
court tests would probably be presented to resolve conflicts with 
State laws respecting homestead and related rights. So far as we are 
informed only a relatively small portion of the funds paid fiduciaries 
on behalf of beneficiaries under a legal or mental disability has been 
expended for the purchase of real property. This being true, it is 
suggested that red property not be specifically included within the 
coverage of H. R. 10478. If the committee’s subsequent investigation 
reveals that the amount of real property acquired with the aid of 
Veterans’ Administration funds paid to the fiduciaries of legally or 
mentally incompetent beneficiaries is larger than present information 
indicates, specific attention can then be directed to the drafting of 
suitable legislation to provide for the enforcement of a reversionary 
interest in such property. 

It is noted that the provisions of paragraph (5), which would be 
added to 38 U.S. C. 450 by H. R. 10478, are intended to apply not 
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only to the benefits paid subsequent to the date of the enactment of 
the proposed legislation but also to benefits paid over to fiduciaries 
prior thereto. As the Administrator of Veterans’ Affairs has advised 
you (see House Committee Print 248, Committee on Veterans’ 
Affairs) the retroactive application of this legislation would raise a 
serious question as to its validity. We therefore suggest that the 
proposal be modified to operate prospectively only aud that the 
present escheat provisions of 38 U.S. C. 450 (3) be continued in force 
as to all benefits paid to fiduciaries prior to the effective date of the 
proposed legislation, As we have suggested hereinbefore, it would 
also be desirable to retain the escheat provision of 38 U.S. C. 450 (3) 
with respect to insurance benefits, even after the enactment of the 
present proposal. 

H. R. 10478 would substitute the determination of the Adminis- 
trator of Veterans’ Affairs with respect to entitlement of persons 
claiming pursuant to the order of devolution set forth therein for 
the determination of heirship normally made by the probate courts 
of the several States in administration proceedings. Nor is provision 
made in H. R. 10478 for the allowance of the just claims of creditors, 
including claims for the expenses of the decedent’s last illness and 
burial. ‘These expenses are, of course, proper charges against the 
estates of such decedents and it would appear that the statute should 
make provision therefor. In addition fiduciaries will understandably 
be reluctant to release funds and property to the Administrator of 
Veterans’ Affairs rather than to the probate court normally having 
jurisdiction thereof unless it is certain that they will be given a com- 
plete acquittance and that they will not be subjected to subsequent 
suits by creditors and claimants of the decedent’s estate. We feel 
that the marshaling of assets, the allowance of the just claims of 
creditors, the determination of whether or not there are survivors 
eligible to take a deceased beneficiary’s estate under the terms of 
the statute and the liquidation of his estate by the sale of the prop- 
erty belonging thereto can best be accomplished by utilizing the 
appropriate State courts having probate jurisdiction. This would 
appear to be advisable not only from a practical standpoint but also 
from the standpoint of comity. The use of the appropriate State 
court having probate jurisdiction will be particularly important if the 
enforcement of a reversionary interest in real property is to be pro- 
vided for. If the committee prefers to impose additional burdens 
upon the Administrator of Veterans’ Affairs, as contemplated by 
H. R. 10478, consideration should be given to adopting procedures 
and safeguards patterned after those established in the vesting statute, 
88 U.S. C. 17-17}. 

If the present provisions of H. R. 10478 relating to the return of 
funds and property to the Administrator of Veterans’ Affairs are re- 
tained, some delay in obtaining possession of the funds and propert 
of deceased veterans must necessarily be anticipated. Althoug 
H. R. 10478 does not make it clear whether funds and property de- 
rived from Veterans’ Administration benefits should be distributed 
to the qualified survivors of the deceased beneficiary who are alive 
at the time of the beneficiary’s death or only to those alive at the time 
the estate is actually distributed by the Administrator of Veterans’ Af- 
fairs, it is assumed the latter is intended since the bill is aimed at 
avoiding payments to remote relatives of the beneficiary. The precise 






















46 LIMITING PAYMENTS TO CERTAIN BENEFICIARIES 


meaning intended should, of course, be made clear by the use of 
express language. 

If H. R. 10478 is modified in the several respects we have suggested 
it would appear to present an enforceable means of securing the rever- 
sion of the funds and personal property intended, if such funds are 
paid to fiduciaries subsequent to the effective date of enactment of 
the proposed legislation. Nor should the fact a beneficiary may be 
found to hsve left a valid will alter this conclusion. Funds and 
property subject to the reversionary interest imposed by H. R. 10478 
will not form a part of the deceased beneficiary’s estate subjeet to 
testamentary disposition. However, this is not to say that there 
pe be other property subject to disposition pursuant to such 
a will. 

In limiting payments of Veterans’ Administration benefits under 
the circumstances set forth in H. R. 10478 to immediate relatives of 
deceased beneficiaries most likely to have a strong moral claim to the 
unexpended remainder of such benefits, the proposal should reduce 
the number of cases in which claims will be asserted on behalf of 
relatives behind the Iron Curtain. 


RAMSEYER Rute 


In accordance with clause 3 of rule XIII of the Rules of the House 
of Representatives, the changes made in existing law by the bill are 
shown as follows (existing law proposed to be omitted is in black 
brackets; new matter is in italics; existing law in which no changes 
are proposed is shown in roman): 


SECTION 21 OF THE WORLD WAR VETERANS’ ACT, 1924, 
AS AMENDED 


Sec. 21. (1) Where any payment of compensation, adjusted com- 
pensation, pension, emergency officers’ retirement pay, or insurance 
under any Act administered by the Veterans’ Administration is to be 
made to a minor, other than a person in the military or naval forces 
of the United States, or to a person mentally incompetent, or under 
other legal disability adjudged by a court of competent jurisdiction, 
such payment may be made to the person who is constituted guardian, 
curator, or conservator by the laws of the State of residence of claim- 
ant, or is otherwise legally vested with the care of the claimant or his 
estate: Provided, That where in the opinion of the Administrator any 
guardian, curator, conservator, or other person is acting as fiduciary 
in such a number of cases as to make it impracticable to conserve 
properly the estates or to supervise the persons of the wards, the 
Administrator is hereby authorized to refuse to make future payments 
in such cases as he may deem proper: Provided further, That prior to 
receipt of notice by the Veterans’ Administration that any such 
person is under such other legal disability adjudged by some court of 
competent jurisdiction, payment may be made to such person direct: 
Provided further, That where no guardian, curator, or conservator of 
the person under a legal disability has been appointed under the laws 
of the State of residence of the claimant, the Administrator shall 
determine the person who is otherwise legally vested with the care of 
the claimant or his estate. 
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(2) Whenever it appears than any guardian, curator, conservator, 
or other person, in the opinion of the Administrator, is not properly 
executing or has not properly executed the duties of his trust or has 
collected or paid, or is attempting to collect or pay, fees, commissions, 
or allowances that are inequitable or in excess of those allowed by 
law for the duties performed or expenses incurred, or has failed to make 
such payments as may be necessary for the benefit of the ward or 
the dependents of the ward, then and in that event the Adminis- 
strator is hereby empowered by his duly authorized attorney to appear 
in the court which has appointed such fiduciary, or in any court 
having original, concurrent, or appellate jurisdiction over said cause, 
and make proper presentation of such matters: Provided, That the 
Administrator, in his discretion, may suspend payments to any such 
guardian, curator, conservator, or other person who shall neglect or 
refuse, after reasonable notice, to render an account to the Adminis- 
trator from time to time showing the application of such payments 
for the benefit of such incompetent or minor beneficiary, or who shall 
neglect or refuse to administer the estate according to law: Provided 


further, That the Administrator is hereby authorized and empowered 


to appear or intervene by his duly authorized attorney in any court 
as an interested party in any litigation instituted by himself or other- 
wise, directly affecting money paid to such fiduciary under this section. 

Authority is hereby granted for the payment of any court or other 
expenses incident to any investigation or court proceeding for the 
appointment of any guardian, curator, conservator, or other person 
legally vested with the care of the claimant or his estate or the removal 
of such fiduciary and appointment of another, and of expenses in 
connection with the administration of such estates by such fiduciaries, 
or in connection with any other court proceeding hereby authorized, 
when such payment is authorized by the Administrator. 

(3) All or any part of the compensation, pension, emergency 
officers’ retirement pay, or insurance the payment of which is sus- 
pended or withheld under this section may, in the discretion of the 
Administrator, be paid temporarily to the person having custody and 
control of the incompetent or minor beneficiary to be used solely for 
the benefit of such beneficiary, or in the case of an incompetent. vet- 
eran, may be apportioned to the dependent or dependents, if any, of 
such veteran. Any part not so paid and any funds of a mentally 
incompetent or insane veteran not paid to the chief officer of the 
institution in which such veteran is an inmate nor apportioned to his 
dependent or dependents may be ordered held in the Treasury to the 
credit of such beneficiary. All funds so held shall be disbursed under 
the order and in the discretion of the Administrator for the benefit 
of such beneficiary or his dependents. Any balance remaining in 
such fund to the credit of any beneficiary may be paid to him if he 
recovers and is found competent, or, if a minor, attains majority, or 
otherwise to his guardian, curator, or conservator, or, in the event 
of his death, [to his personal representative, except as otherwise. pro- 
vided by law: Provided, That payment will not be made to his personal 
representative if, under the law of the State of his last legal residence, 
his estate would escheat to the State: Provided further, That any 
funds in the hands of a guardian, curator, conservator, or person legally 
vested with the care of the beneficiary or his estate, derived from 
compensation, automatic or term insurance, emergency officers’ retire- 








48 LIMITING PAYMENTS TO CERTAIN BENEFICIARIES 


ment pay, or pension, payable under said Acts, which under the law 
of the State wherein the beneficiary had his last legal residence would 
escheat to the State, shall escheat to the United States and shall be 
returned by such guardian, curator, conservator, or person legally 
vested with the care of the beneficiary or his estate, or by the personal 
representative of the deceased beneficiary, less legal expenses of any 
administration necessary to determine that an escheat is in order, to 
the Veterans’ Administration, and shall be deposited to the credit 
of the current appropriations provided for payment of compensation, 
insurance, or pension. ] to the survivor of the beneficiary first listed below: 

(A) The spouse of the deceased; 

(B) The children (as defined in paragraph VI of Veterans 
Regulation Numbered 10, disregarding any part thereof relating 
to age or martial status) in equal parts; 

(C) The dependent mother or father (as defined in paragraph 
VII of Veterans Regulation Numbered 10), or, if he has both a 
dependent mother and a dependent father, to them in equal shares. 

If there are no survivors in the classes listed above, the balance so held 
shall revert to the Treasury to the credit of the current appropriation or 
appropriations from which made. Any funds in the hands of a quardian, 
curator, conservator, or person legally vested with the care of the beneficiary 
or his estate, derived from automatic or term insurance payable under 
said Acts, which under the law of the State wherein the beneficiary had 
his last legal residence would escheat to the Staie, shall escheat to the 
United States and shall be returned by such guardian, curator, conser- 
vator, or person legally vested with the care of the beneficiary or his estate, 
or by the personal representative of the deceased beneficiary, less legal 
expenses of any administration necessary to determine that an escheat 
is in order, to the Administrator of Veterans’ Affairs. Such funds 
shall be deposited in the Treasury to the credit of the current appropriation 
(as determined by the Administrator of Veterans’ Affairs) from which 
such funds were appropriated. 

(4) Any benefit payable or paid by the Veterans’ Administration 
shall be subject to the applicable provisions of Public Law Numbered 
262, Seventy-fourth Congress (U.S. C., title 38, secs. 556a, 454a), as 
now or hereafter amended: Provided, That in any case of an incom- 
petent veteran having no guardian, payment of compensation, pen- 
sion, or retirement pay may be made in the discretion of the Admin- 
istrator to the wife of such veteran for the use of the veteran and his 
dependents: And provided further, That payment of death benefits to 
a widow for herself and child or children, if any, may be made directly 
to such widow, notwithstanding she may be a minor. The Act of 
August 8, 1882 (22 Stat. 373; U. S. C., title 38, sec. 44), is hereby 
repealed and any other law in conflict herewith is modified accordingly. 

(5) Where a beneficiary dies, any funds or property in the hands of a 
person who is a guardian, curator, conservator, chief officer of an institu- 
tion in which the beneficiary was an inmate, or person legally vested with 
his care or the care of his estate, which funds or property were derived 
from payments of compensation, pension (including pension under 
private Acts), emergency officers’ retirement pay, servicemen’s indemnity, 
or retirement pay made to such person on behalf of the beneficiary before 
or afier the daie of enactment of this paragraph by the Administrator of 
Veterans’ Affairs shall be paid to the personal representative of the 
deceased beneficiary. Such funds, and the proceeds of such property, 
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shall revert and be returned by the personal representative to the Admin- 
istrator of Veterans’ Affairs, except that before making such return the 

sonal representative shall satis shy the claims of creditors and the expenses 
ancident to the administration of the estate of the deceased beneficiary from 
such funds and such proceeds if the other assets of the estate of the deceased 
beneficiary are insufficient for that purpose. The Administrator shall 
then pay such a and the proce ee such property, to the survivor 
or survivors of the beneficiary First listed in paragraph (3) living at the 
time the payment is made. If there are no survivors in the classes listed 
in that paragraph, such funds, and the proceeds of such property, shali 
be deposited in the Treasury to the credit of the current appr opriation or 
appropriations (as determined by the Administrator of Veterans’ Affairs) 
from which such funds, or the funds from which such property was 
derived, were appropriated. 

O 
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CONSIDERATION OF H. R. 4136 





Marcu 28, 1957.—Referred to the House Calendar and ordered to be printed 


Mr. Detaney, from the Committee on Rules, submitted the following 


REPORT 


[To accompany H. Res. 216] 


The Committee on Rules, having had under consideration House 


Resolution 216, report the same to the House with the recommendation 
that the resolution do pass. 


O 
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CONSIDERATION OF H. R. 5538 
Marcu 28, 1957.—Referred to the House Calendar and ordered to be printed 


Mr. O’Netr1t, from the Committee on Rules, submitted the following 
REPORT 
[To accompany H. Res. 217] 


The Committee on Rules, having had under consideration House 
Resolution 217, report the same to the House with the recommenda- 
tion that the resolution do pass. 


O 
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DISTRICT OF COLUMBIA APPROPRIATION BILL, 1958 


Marcu 29, 1957.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Raxsavt, from the Committee on Appropriations, submitted the 
following 


REPORT 


'To accompany H. R. 6500) 


The Committee on Appropriations submits the following report in 
explanation of the accompanying bill making appropriations for the 
District of Columbia for the fiscal year ending June 30, 1958. 


SUMMARY OF THE BILL 


The Committee has approved appropriations of $192,530,300 for the 
financial operation of the District of Columbia government, of which 
$35,449,000 is for capital outlay. The recommended amount is 
$5,723,079 below available appropriations for fiscal year 1957 and is 
a reduction of $14,719,600 in the budget estimates. 


FrepERAL PAYMENT 


The bill provides a Federal Payment of $22,504,450, a reduction 
of $3,000,000 in the budget estimates, which is allocated as follows: 


paeestne) Gimli a cal oh cuss ctetasrtacctendesn abe tedic weedy ciios eh Laaiee $20, 000, 000 
MMO SONNEE oi. «kn nnaiZdu a: me arsicdiitecan ie atin eam aicaee nk ee 1, 751, 450 
panitary sewage works fund.) ooo ce cc amecn ven abe eens 753, 000 

Total Federal Payment....i<s~<0«sscdblcccubigebbawe, 22, 504, 450 
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OpEeRATING EXPENSES 


EXECUTIVE OFFICE 


INE TUNET aie cu ccacaen adel nanan oaeaucnebasewaa $323, 000 
NE TING iio cig crap 9k SEE ASE Eo EER ade nde 373, 800 
NNN UII in: <3 as are ants cee ante ee moe ane una eee 362, 500 
Comparison: 
SeOT EpprepemenOns = a es SSS Sa +39, 500 
PENNE i. ti nana ne hakaaea le Kcaaacen —11, 300 


The Committee recommends an appropriation of $362,500 for this 
Office, a reduction of $11,300 in the estimates. The Committee has 
disapproved the request of $7,270 for regulating the election of 
delegates, as the workload in the past year does not justify any 
expenditure of funds for this purpose. The request for an Assistant 
for Liaison and other related increases for the Urban Renewal activity 
has also been denied. The Committee is quite pleased with the pro- 
gram of the Youth Council and has provided an additional $4,400 to 
this activity to finance the use of consultants employed in connection 
with the ‘Maximum Benefits Project’. 


DEPARTMENT OF GENERAL ADMINISTRATION 


ROUOOPIREIOOS, 1906 a6 ic conic cn Hae Bae da cckenmdedewnmneses $3, 783, 990 
UII ON i os ng el ee ae a ae eat mel Wal etences 4, 573, 000 
UNNI Os sas cca nna Se an ca aa ead ante cw Ness a cece 4, 525, 000 
Comparison: 
Peer DONO ROING 05 occ nan ecoindn eee node aliebeene aes +741, 010 
eee A... ew RAE eR Ree ea esa enS Susu — 48, 000 


The budget requested an appropriation of $4,573,000 for this De- 
partment. The Committee a denied the requested increase for 
additional personnel and related expenses but has approved an amount 
equal to the 1957 level of operation. The Committee received a report 
on the progress of the reassessment program which indicates that the 
program will be completed as scheduled by June 30, 1958, and the 
new assessments will be placed in effect on July 1, 1959. 


OFFICE OF CORPORATION COUNSEL 


NN SOB otk nc annukbitennusiehen ashes abnbe dune $483, 600 
EE. TE oo conn sana pneu e Keene ak dake ne eee eee 544, 700 
Recommended, 1968 22228 sb coe ee OS ao de J 544, 000 
Comparison: 
Debs MOTORMAIONS... ... 5 FAN ERDAS boosie cndcccecueme +60, 400 
PND a icdined anaes camsaewnebede deme eeu — 700 


An appropriation of $544,000 is recommended for this Office. The 
increase recommended will provide for additional staffing in the Cor- 
poration Counsel’s office due to the increased workload generated by 
the expanded highway construction program. Funds to cover the 
salaries and expenses of the four additional employees will be pro- 
vided from the Highway Fund. 


REGULATORY AGENCIES 


DNS TOE oc ccnidnusncncrecncendmbabenndcaeeae i $1, 080, 240 
NN a a a San ty aioe wna ts dle RC 1, 248, 600 
aI © NUNN 5 cist dem sips pss Sao a a a ences tcc into arabe 1, 200, 000 
Comparison: 

Te OEE iiss sds ascent icine +119, 760 


I i sities acacia —48, 600 
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The Committee recommends an appropriation of $1,200,000 for the 
various regulatory agencies of the District of Columbia. This is an 
increase of $119,760 in funds available during the current year, but a 
decrease of $48,600 in the budget estimates. The recommended 
amount available to each activity, including retirement costs, is as 
follows: 





Activity 

Control of alcoholic beverages... ._......-....-..-.-....- $155, 047 
Administration of parole lawé. .. od). .sencicudicbenkdsee 121, 958 
Preaek: Wi VeNGREIONG. 6 oo. ok. .  ckdicdéccundsccdelditinaleiie 74, 844 
Administration of insurance laws. .............-.-...-... 146, 095 
Enforcement of wage, safety and hour laws_-....--.-..--- 121, 517 
Filing and recording property and corporation papers. .._- 327, 238 
Investigation & regulation of public utilities............-. 197, 522 
Pomuog aha 46nme oS ooo Seen 55, 779 

BOGS Sos euccccddwanckcceo coma ae 1, 200, 000 


DEPARTMENT OF OCCUPATIONS AND PROFESSIONS 


meenraens, 1908s... 55 BSG. ju csas so snadaeeseas ene $265, 200 
Baas, -Fe0e ei. ke hi i oe cu UU eee 294, 800 
Basemmoeonded . 1066 iii. ok ok tc detekes ahi cu Uh dia eee 287, 000 
Comparison: 
SOT A POTO PHENOM i. 6 os ca cnn ca oupaebanellh Gees +21, 800 
Seer Guemaeee eee a oo nc oans ncn een een eee —7, 800 


For the operations of this Department, the Committee recommends 
$287,000, a decrease of $7,800 in the estimates, but an increase of 
$21,800 in funds available during the current fiscal year. The Com- 
mittee has denied two of the four new positions requested in the proc- 
essing and issuance activity. 


PUBLIC SCHOOLS 


Aemropriation€@, 1067.5... .wiswisdadc< «sub Jacgnschoguncueeee $32, 670, 750 
RCO, DIN aio. 5s dnt dred > oceania cate eer ncn getsesereiaieeaaiiaiaaial 37, 730, 000 
ATURE WIEN os sa os we 08-0 Bis vibes 44 oh veda ee eee 37, 160, 000 
Comparison: 
5067 appropntatione. 2.02506. C UL he La asad +4, 489, 250 
OGG: cotihateR< .. oa onddivce ctiioucictisnusiesiddatudaneeiia — 570, 000 


For operation of the public school system of the District of Columbia 
the Committee recommends an appropriation of $37,160,000, a 
decrease of $570,000 in the estimates but a net increase of approxi- 
mately $1,126,000 in funds available during the current fiscal year 
after retirement fund costs are taken into consideration. The admin- 
istrative officials of the schools during the hearings offered a reduction 
of $102,900 in their estimates for staffing and operating costs due to a 
delay in the construction schedules of various schools. 

The Committee considered estimates totaling $1,469,046 relating 
to costs resulting from school population increases ($532,830) and 
costs resulting from improving standards ($936,216). The Com- 
mittee has approved the estimate necessitated by school population 
increases and has approved one-half the estimate requested for 
improvement of standards. The amount recommended will provide 
for a pupil-teacher ratio of approximately 33 to 1. 

The Committee was very surprised to learn that the school budget 
is predicated on a maximum potential student enrollment and directs 
that the school system furnish the Committee in future years budgets 
based on an average daily pupil population. 
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PUBLIC LIBRARY 


PE CT ccgcene nian & wees aca on admit eae $1, 783, 000 
Mptinbes, TOGGCU Sk a AO eo oi ay Soi Ye 1, 958, 000 
Besoesmeanded; 1068. o.3 nt a ROLL. Ut 1, 950, 000 
Comparison: 
I ih eit teeta le eae d dds + 167, 000 
eI sn: ce insss ts decade cd al ncaa nomen a ea Ke ceaiel —8, 000 


The Committee recommends an appropriation of $1,950,000, a 
reduction of $8,000 in the estimates but an increase of $60,000 in funds 
available during fiscal 1957 after the retirement fund contribution is 
taken into consideration. 


RECREATION DEPARTMENT 


meme SO ee ara mis cites eek = ite ae $1, 903, 000 
SE IN ee ee nn on ae ein mare mnede tie eats oe 2, 161, 000 
IO, R008 5. oS eos cc inca cee ab ac eedivsn cebu to wcudetn 2, 145, 000 
Comparison: 
SO r MIU ONE iin a is nds chen ke ida ene eeeewabee + 242, 000 
Ge Cnt Bs ce EAS OU eee — 16, 000 


For operation of the recreation facilities in and for the District of 
Columbia the Committee recommends an appropriation of $2,145,000, 
a reduction of $16,000 in the estimates. The Committee is impressed 
with the use of “roving leaders” as a means of directing juvenile 
activities toward constructive use of the juveniles’ leisure time and 
directs that the pilot program be substantially expanded within the 
funds provided. 

METROPOLITAN POLICE 


FOS TUNE once oa se incsd ride nibble dnc acd $14, 531, 100 
Teena es ee ea hb eee ech due cuacundiewe 18, 201, 000 
RESOUREREUNIOG. B9DGs dnc cw iidicnn coancvinueeddbadsbdlcadubie 18, 100, 000 
Comparison: 
Per ne re Rainn toon ks dob aneen +3, 568, 900 
SEES GHUNNOR.. WEARS iicccdccckwdccubcukosdtebsbeeecs — 101, 000 


For the operating expenses of the Metropolitan Police Department, 
the Committee recommends an appropriation of $18,100,000, a reduc- 
tion of $101,000 in the budget estimates. The Congress authorized a 
police force of 2,500 men last year, but despite very intensive recruit- 
ing efforts the Department has had a net increase of only 35 men since 
June 30, 1956, when the police force had 2,226 men on the rolls. The 
amount recommended by the Committee will provide for a force of 
approximately 2,400 manyears of employment. Funds over and 
above that amount necessary for the actual number of men on the 
payroll are utilized by permitting officers assigned in the prevention of 
crime to work on their assigned days off. 


FIRE DEPARTMENT 


Anperatiation(: 1957 .b<.. <oc os ca week ws eee utiws ss lus $6, 755, 000 
PERC SR 6 oh eras nk oR eS aes oa ee cee 9, 036, 000 
III, ORIN occas ucla ns 0 Sicaamcseiavaanaeaiiindihmen aetna ae 9, 000, 000 
Comparison: 
Beer mmeroneneenne.. ook Jose ck os Ua Se ead +2, 245, 000 
SO ORs kien. nds cote decease cath ce — 36, 000 


The Committee recommends an appropriation of $9,000,000 for the 
Fire Department. This is a reduction of $36,000 in the estimates and 
the reduction is to be applied against the increase requested for reha- 
bilitation of fire houses, 
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VETERANS SERVICE CENTER 


NAMES, TOCE 2.00 sic cscs ccsaccceqesentiniabionsainaia $98, 500 
Geiteet 2966 . 5. onde cnkn cen didaci cadena cube alae 104, 300 
MIO. JOG Bain oss sim sini hnbinntiidic nae sdeieiniidl denims aetna eae 104, 000 
Comparison: 

ee RE IN os wo ws ose ose os age ge chen amie inches ain ee +5, 500 


pS eo eee eee rn 


The Committee approves $104,000 for the operation of the Veterans 
Service Center. The increase reflected in the 1958 appropriations is 
necessitated by the agency’s contribution to the civil service retire- 
ment fund. 

OFFICE OF CIVIL DEFENSE 


Agovepriations, 1967.02. 2.50351 5 LOLOL SUEY $78, 000 
Ratanetes: VO6Gc2 cdc th. csasbe blobcws -spatshaeh <shilededoaes 193, 000 
TN LN a sen chester Anca led Soe dletiensenanigid macau eke eis 86, 000 
Comparison: 
2UGt OPPTODTIRGOOSL.... . . - occwanscccunacaasabeescedesenneaen +8, 000 
TOSS enteentes 6b sss ei SU USSG SR aes — 107, 000 


The budget program for this Office proposed a 100 percent expan- 
sion in personnel and over 400 percent in related expenses. The 
Committee recommends an appropriation of $86,000, a reduction of 
$107,000 in the estimates but the same amount as provided in 1957 
after provision is made for the agency’s contribution to the retirement 
fund. 


DEPARTMENT OF VOCATIONAL REHABILITATION 


Anpncopriations, 1957.21... 0+ ccneisiun wsiensddneds Bie $147, 000 
pesmatens, 1066s .. < onck newodsies cus wets bas deeds es eeedaa 201, 100 
SUDIIIDRRDIGINEE. "UPON 0... 5. © os sas ceases capabos once cacaeatan itis naiianieaain ania 200, 000 
Comparison: 
1907 appropriations. oo 222 oo ee ee aaa is +53, 000 
1968 estimates... 0 .nswceccc esc cuse casi S6GRC LA —1, 100 


For the operation of this Department the Committee recommends 
an appropriation of $200,000. The increase provided, $53,000, will 
cover the agency’s contribution to the retirement fund and $48,300 
for additional personnel and other expenses to provide counselling, 
guidance and placement services for the physically handicapped, as 
well as to handle the vending stand program for the blind which was 
assigned to the Department this year. 


COURTS 
BeEPOPMABONS. VOGT na. cednc pd enh shone aeanaas Meaaege $4, 370, 850 
SIERO RUNES oa ws unig sn ws’ al ence gp ws denene hts eraieiorkam eee veh cae a 4, 521, 000 
Seeomiimenued, 19000. ee ee Be ea ee 4, 488, 500 
Comparison: 
RUGZ S0DTOPTINGONRS..2 cic nc nniiddsecud}cdpadsaomeeas bie +117, 650 
FOGG COUINRIOE..nnnn rcccnsedkensaduwas calbeeieeempenenieamele — 32, 500 


The Committee recommends an appropriation of $4,488,500 for the 
Courts of the District of Columbia. This is a reduction of $32,500 
in the estimates but a net increase of $201,000 in the appropriations 
available during the current fiscal year. The allocation of funds to 
each activity is as follows: 


Activity 
gavenile court... 52622380 c8ensabesevssnwewrswesnledies $469, 000 
Municipal court..-<-.<cccccccaccscacccccceceuueiwe edb 1, 220, 500 
Municipal court of appeals__..............-...........-- 147, 300 
Distriet of Columbia tas Gift... ~<cccadectenaduceus 33, 100 


United States courts 
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DEPARTMENT OF PUBLIC HEALTH 


ER, SE icewreeriviaticinetiiingiimennmcnel $25, 694, 920 
I gi ahs ern erinienincinctenes din nlaadibiiinarmdiincaownian te ae 28, 710, 700 
DINE Kite onc vseenwatcéndcesccndneusdesccumncun 28, 130, 000 
Comparison: 
DREN... .. <a inechdccuckawkenaeeneke eka MeUUn +2, 435, 080 
I a as Ol ee ae) — 580, 700 


The budget estimate for this Department was $28,710,700. Durin 
the hearings the Director of the Department reduced his estimate o 
requirements by $185,840. In addition, the Committee has reduced 
the estimate for the care of insane patients at St. Elizabeth’s Hospital 
by $795,000 since the appropriation recommended in the Departments 
eb lddor and Health, Education, and Welfare Appropriation Bill, in 
effect, determines the amount of the District’s share of the cost of 
operation of the Hospital. 

The Committee has increased limitations in the bill on the rates that 
may be paid for inpatient care and outpatient visits to private hospitals 
under contracts for the medical care of the indigent population of the 
District of Columbia. The bill includes $400,000 to finance this addi- 
tional cost, of which $59,500 is for Freedmen’s Hospital, $17,500 is for 
the Washington Home for Incurables, $21,500 is for the Convalescent 
Home for Children, $23,300 is for the Christ Child Home, and the 
balance is for the other hospitals participating in the program. The 
net reduction in the Department’s budget program as a result of the 
Committee’s action is $580,700. 

In substance the Committee is approving the budget program of the 
Health Department as evidence of its concern for the health needs of 
the indigent population of the District of Columbia and indicating 
its support of the new Director. 


DEPARTMENT OF CORRECTIONS 


Meptontiekinns| 1057 ii: oi eosin edd oessausiie cde ce Seca $4, 710, 000 
I I i hie ine ata et leno = bic KBE vel ee ee chines 5, 328, 000 
I ea 5, 275, 000 
Comparison: 
Fee Gppropiaees ous Ue oes Suivce RUG cede +565, 000 
OSB ctimates 405. wo sees ees wl Leese Laas — 53, 000 


For operation of the Department the Committee recommends an 
appropriation of $5,275,000, a reduction of $53,000 in the estimates, 
but an increase of $393,852 in available funds in fiscal year 1957 after 
providing for the Department’s contribution to the retirement fund. 
The increase in funds will provide for the custody and care of an 
additional 400 prisoners at the various institutions under the juris- 
diction of the Department. 


DEPARTMENT OF PUBLIC WELFARE 


eI SMI S50, Ge es ee er oa Oe epee $11, 092, 500 
Geneeeneen, SOGO0 BS. die dO ae eel Gs 12, 566, 000 
SN 6 TE is inca reinssnn iron es sini ons nn SASS a ca 12, 450, 000 
Comparison: 
Be RINSE NT me diel ao orleans lel +1, 357, 500 
ON 8 OE Sa) cin ba ae eee — 116, 000 


The budget increase for this Department, including $353,000 for 
contribution to the retirement fund, totalled $1,451,980. The Com- 
mittee has reduced this sum by $116,000 and has provided an increase 
of approximately $983,000 in the 1957 appropriation for staffing and 
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related expenses in operating the various institutions under the juris- 
diction of the Department. 

During the hearings the plight of the under-nourished school chil- 
dren of the Nation’s Capital was discussed. The Committee has 
taken no definitive action on this problem in this bill as it under- 
stands the subject is now under consideration by the appropriate 
officials of the District Government. However, as soon as a sound 
program is developed it will be pleased to receive testimony on it 
and will give every consideration to the financial requirements of 
such a program. 


DEPARTMENT OF BUILDINGS AND GROUNDS 


memteemiotions 1907. i236 cbansnouckdetonbadensnanenahebeies $1, 780, 000 
I. SOMO os carts 6sn.ce.co stein umes sa paencelannn. sh Snape occa Reais ce JA 2, 086, 000 
NNMIRTEINGE -. SSUES ss sn ws ite pide napkin ie hws rid oegacmneneeetnaee ieee ena 2, 000, 000 
Comparison: 
BOCs GRIODTRUIE 6 osc pmnaene o dncacaneinnaain oaedeneie + 220, 000 
1968) estimates iu. 2 50W es ee LA des. ei uiesy — 86, 000 


The Committee approves an appropriation of $2,000,000 for this 
Department. This is a reduction of $86,000 in the estimates but an 
increase of $220,000 in the 1957 availability of funds. The increase 
will enable the Department to more adequately maintain and op- 
erate the 20 municipal buildings under its jurisdiction. 

The Committee has denied the language requested which would 
have allowed the Commissioners to determine the amount of funds 
that could be spent for plans and specifications for the various con- 
struction projects of the District of Columbia. 


OFFICE OF SURVEYOR 


meordoriations, 1057 .....0.. anne neske canes iine ALO $170, 000 
EE re ee 180, 900 
IOAN na i ed 180, 000 
Comparison: 
reer Gnpropriatvionie! 222 fon fo ease ORI Al it +10, 000 
SOUS Ort nbee oi soo Se et a el ile —900 


The Committee recommends $180,000 for the operations of this 
Office. This is approximately the same amount as is available during 
the current fiscal year after provision is made for the Office’s contribu- 
tion to the civil service retirement fund. 


DEPARTMENT OF LICENSES AND INSPECTIONS 


Renpormintionns, 1967.60. ks MA a $1, 658, 000 
EA elle sphere rsp site syetce td MEINE. 1, 902, 000 
Dement. VOG8. ooo c6scccweens whee 1, 840, 000 
Comparison: 
anny. SET SERN << eae Ons oe eee ores ae + 182, 000 
Ee ON INDNOR <n caressa - 28 eo - 7 as ae ae eee — 62, 000 


The Committee has reduced the budget estimates for this Devart- 
ment by $62,000. The reduction is to be applied against the request 
of $16,290 for personnel and related expenses for auditing and review- 
ing the operations of secondhand dealers. At the present time, there 
are only five such licensees in the District. The balance of the reduc- 
tion, $45,710, is to be applied against the estimate for personnel and 
related expenses requested to enforce the Apartment House Chapter 
of the Housing Code. Since this chapter of the Housing Code has 
not yet been adopted the Committee is of the opinion that the request 
is premature. 
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Two years ago in its report the Committee recommended to the 
District Government the advisability of disposing of the Eastern and 
Western Markets. During the hearings this year it was testified that 
these two markets are still operating at a deficit. On June 30, 1956, 
the two markets had incurred a deficit of $15,200 during the preceding 
fiscal year with every indication that such losses will occur during the 
current fiscal year. The Committee again recommends to the District 
that immediate steps be taken to prevent such losses or that the 
facilities be closed and the property sold. 


DEPARTMENT OF HIGHWAYS 


Anpropriations “1067.5. lou ce i i see. $6, 535, 000 
PR IR ne ot ik cs aA arlene sk qieekene iene wok ealrsmanitn aac 7, 232, 000 
Deeerseee, 19ees 633255 eS hccec  eee 7, 050, 000 
Comparison: 
PE URL ORI INNNNING 8 2- 6h oo oan ee er anon +515, 000 
SI En, os snes sen ci dir Soles skeen ging nian inaiaies mahal — 182, 000 


The program for the Department of Highways in fiscal year 1958 
has been reduced by $182,000. Of this amount, $173,425 is for an 
expansion of the construction and maintenance of streets activity 
which now has $746,400 available for this purpose. The balance of 
the reduction is to be applied against the planning, design and engi- 
neering activity ($5,000) and to the equipment procurement program 
($3,575). 

DEPARTMENT OF VEHICLES AND TRAFFIC 


eI UIT iw cosas cs wah ea een cine emotion ended $1, 303, 000 
Btitpenee, 1008... ..-.... 8 Svs ee Jui See 1, 369, 000 
poeepanmemana) 1000... 2. osc lee 1, 350, 000 
Comparison: 
1957 appropriations. ._...--. utp ican il to'ak ag ab dbo bi deena an ea +47, 000 
Se TNO 8. campos Raber eae kie ee oda —19, 000 


The Committee recommends an appropriation of $1,350,000 for this 
Department, a reduction of $19,000 in the estimates but an increase 
of $127,000 after allowance is made for non recurring costs which were 
appropriated for in fiscal year 1957. The Committee recommends 
that the reduction be applied against the Motor Vehicle Administra- 
tion activity. 

The Committee has included language in the bill authorizing the 
expenses of sending one engineering school graduate to a one-year 
course at a traffic engineering school. 


MOTOR VEHICLE PARKING AGENCY 


BENIGN 100T 8. basco cs. Lincttaedooss use wc lace a $295, 000 
EE BD ee eee ee ee en NO 602, 900 
TI A ssa secir on dts sialon musaraina ws os oh sats Saree tn in cs ea ee 519, 000 
Comparison: 
BGG apptoprntionas: 25. Jos. c.2cki ie ieee SL et + 224, 000 
NOR pee io. i usec end ash cnetiensawiuepent t= octiiitheen — 83, 900 


The Committee has approved an appropriation of $519,000 for the 
operations of this Agency. This is a reduction of $83,900 in the esti- 
mates and the reduction is to be applied to the proposal to construct 
a fringe parking lot at Michigan Avenue and Harewood Road, N. E. 


| 
| 
i 
| 
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DEPARTMENT OF SANITARY ENGINEERING 


DUNUNUNS, BOOS nanos chwencecsnncontsmuenentasnsnbneel $10, 896, 200 
SII. RUIUDES x co. os niin nattcgits Mipistcnine entoenntaseieaiaialanamecapaeaaaianan 12, 310, 000 
IIIS, GIN ss as ws hii bbkski chins een Siestagshamnen eiemibene ion ieee 12, 210, 000 
Comparison: 
SeOs SPCOMTINONE. on as 6 isn score 8 SS i ec dwk ee +1, 313, 800 
BUC SOLER es ooo o5 dk a eiinle ou oemee ahd ane — 100, 000 


The recommendation of the Committee for the operation of this 
Department is $12,210,000, a reduction of $100,000 in the estimates 
but an increase of $1,313,800 in funds available during the current 
year, including $591,000 for the Department’s contribution to the 
retirement fund. It was testified that the new sewage treatment 
plant may be a month or two months delayed in construction. There- 
fore, the Committee has applied most of its reduction ($81,000) to 
the request for staffing, maintenance and operation of this facility. 


WASHINGTON AQUEDUCT 


pepreqeiedons, 1067 6 ccccccssccccd cc cccgeescsaanseczeszoneaee $2, 137, 000 
rn See 20S. > Sie Se a. capeesiemmainriver aoa @ oo a 2, 256, 000 
Weeprmmented. 1906... . nina cacdvscwecesekensis ce 2, 250, 000 
Comparison: 
Bes UUEIIOLIOOR s i. snaking nn «qads+nels~snd~ giants atoh +113, 000 
RR PO ET TEE I) ees, — 6, 000 


The Committee approves an appropriation of $2,250,000 for the 
operations of the Washington Aqueduct. This is a reduction of 
$6,000 in the estimates and the Committee is confident that the oper- 
ating officials can find means to absorb this very minor reduction 
within the total funds provided. 


NATIONAL GUARD 


Besoprnes 196i 2s. os oo. SSS a Soi wane cowsanoseuseatusan on 145, 500 
RODD, IU 5, nap o> as Svcs ses & risa tld Oiaahai outa Sic samllct ada aoeuon teak ewe sche te nsec 155, 300 
peostamennee, 196Gs 6 a dawicndcct date seate eS es. cc ee 155, 300 
Comparison: 


1957 appropriations 
1958 estimates 


The Committee recommends the budget estimate of $155,300. The 
increase of $9,800 above fiscal year 1957 appropriations is to provide 
an additional salary increase of $2,600 to the Commanding General 
and $7,200 for the Guard’s contribution to the retirement fund for 
its civilian employees. 

NATIONAL CAPITAL PARKS 


ene WO iis oto cccbanccialdatiaee oocties ntmammeeued $2, 535, 000 
eC G TUTE, cine os sapsiss eden oacictarsebaatieeanr auaNNG Of. Nie 5 cee 2, 762, 000 
SROOMNSNOENENRD: BUDE Siced.ox keen wdgitheiinttdedees Ciba we ceieecuae 2, 750, 000 
Comparison: 
1957 SBTODTIRTIONR.... ane cian wdtne iti onion +215, 000 
1958 eutimoates.. .ctiuees 6c tlc cclh Ale ina ncsapateceeenwed — 12, 000 


For the operating expenses of the National Capital Parks the 
Committee recommends an appropriation of $2,750,000, a reduction 
of $12,000 in the estimates but $215,000 above the current year appro- 
priations, including $91,000 for the civil service retirement fund. 
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NATIONAL ZOOLOGICAL PARK 


I IDOE 0 bh nnin< cbdhioash dessadteces<shhagueneanee $720, 000 
DR PROS 3s a ccc ccc seen cece eka ce teen 798, 000 
Ppeeeenanien, “TCG - 525. coco rsescseesSictecctetetecccwakeien 770, 000 
Comparison: 
IOMORG = 55 bi bedi ia dn nie denen enheensiane +50, 000 
PP IRINONR. = == Stt55 cesses ccie elas fobescccscse eee kee — 28, 000 


An appropriation of $770,000 for the Zoo is recommended. This 
amount is an actual increase of approximately $9,000 in the funds 
available during the current year and is to be used for additional 
personnel for maintenance and repair work in the Zoo. 


Caprrat OuTLAY 


PUBLIC BUILDING CONSTRUCTION 


SNE SOG cc cb cin ndanuneckemaewepakeecaweepubaaes $14, 479, 529 
SE TUCO sc 2's nc Rohe da Paes 008 dod. D8Sa 14, 140, 800 
IRS: PONE 80, lou nimewad wads bmdtadetintas hl deen 10, 496, 000 
Comparison: 
St PO OEOOG SC cnadikanacodantmetaemanarecadiinirs — 3, 983, 529 
TOEe CR cc cowacenevnuneunancbalb ewan ose tedEhnie — 3, 644, 800 


The budget program for this item proposed an appropriation of 
$14,140,800. The District Commissioners, at the request of the 
Committee, volunteered a reduction of $1,807,000. The Committee 
has further reduced the estimate by $1,837,800. A table setting 
forth the Committee’s action as to each item contained in this estimate 
is as follows: 
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Public building construction 










































































Item mate mended 
Public Building Construction: 
Public Schoo! 
Warehouse, vicinity Adams St. and Queens Chapel Rd. NE......-- $1, 180, 000 1 $54, 000 
Elementary school, vicinity 56th and Eads Sts., NE.._.............. 20, 000 20, 000 
Elementary school, vicinity Texas Ave. and O Sts., RET RE EEN: 1, 162, 200 1, 162, 200 
Elementary school, vicinity of 10th and F Sts., NE.....-....... wail 243, 000 243, 000 
Taft Junior High School addition, 18th and Perry Sts., NE_.......- 563, 500 563, 500 
Senior High School Congress Heights area, SE._.......-- 4, 081, 000 4, 080, 422 
Payne Elementary "School addition, 15th and © Sts., SE_. 137, 500 137, 500 
Moten Elementary School addition, Elvans and Morris Rds..-.-..- 233, 500 233, 500 
Elementary School Replacement, vicinity Mount Olivet and Hol- 
Ry RO wan cca td dann ann kde een cl oduasigtbeeciantthdemign 1, 190, 600 1, 190, 600 
Permanent improvements of existing buildings. ...........-......... 500, 000 300, 000 
Total, publica solhaGls.. . j cnnnncdeccsseseboc dein seb LOL hndd 9, 311, 300 7, 984, 722 
Public Library: 
Washington Highlands Branch, Atlantic St., SW_................... 437, 400 437, 400 
Fort Davis Branch, vicinity Alabama Ave. and 37th St., SE........ 54, 000 119, 000 
TOG, DR TO Fn ccninedecccensbeenmecsstondeendsadtiaientl 491, 400 456, 400 
Recreation Department: 
Land improvement, various locations in District of Columbia....... 207, 000 175, 000 
Structures, various locations in District of Columbia_-_-_............ 152, 022 150, 000 
Night-lighting, various loéations in District of Columbia.._......... 40, 000 000 
DORA GT GOGO BO oon nck ec cccccndascqesssctepubacessonsuase 978 978 
Total, recreation department --_..............--22-.-eeeneneeeee nee 400, 000 365, 978 
aSS—————— 
Metropolitan Police: Alterations to provide warehouse and garage facili- 
ties, Ford Bidg., 451 Pennsylvania Ave., NW _..........-.............-- 40, 000 40, 000 
Fire Department: 
DITO RONE CORIROIIIEOE, ned co tcp srontun hen ceptinn chantnn tatiana 100, 000 100, 000 
Repair shop and —- house No. 7 replacement, Ist and 44 Sts. and 

OO «Ty Bee, Be 6 o hiins | esp ose eet de ids dsb bie th dd 904, 000 }.............. 
Training School, Blue Plains, vicinity District of Columbia Village-. 41, 500 41, 500 

Dee, FUG Tr a cavaccciwestecsnescsisosmasiamntndlbanal 1, 045, 500 141, 500 

—_——<$<—<—$—$—$———— > —_ —__ —____—___j 
Department of Public Health: 
Equipment for dormitory, District of Columbia General Hospital... an 
Survey of mechanical and utility services, District of Columbia 

COI CRONIN sino ccanennngnretidinereetcnnageaen sts 40, 000 40, 000 
Utility building, CoRR TN Se Schoo nc nececesennsosabael 178, 000 8, 900 
Permanent improvements, District of Columbia General Hospital... 211, 500 200, 000 
Permanent improvements, Glenn Dale Hospital....................- 182, 000 182, 000 

Total, Department of Public Health..............................- 671, 500 430, 900 

a of Corrections: 

Remodeling 3 structures, dormitories, Lorton, FR arhepathcnsidevottine 32, 000 32, 000 
Addition to workhouse hospital, Occoquan, TW ilb nernapeniatihqacmnctgagisidiatd 92, 000 92, 000 
Dormitory, workhouse division, Occoquan, Va 130, 000 120, 000 
Improvement of sewage disposal plant, Reformatory Division, Lor- 

ton, Va_._--- Edek 75, 000 75, 000 
Chapel, reformatory ‘at Lorton, Va._.---- 192, 000 192, 000 

Total, Department of Corrections §21, 000 511, 000 

——SS==—_—==s 
Department of Public Welfare: 
Replacement of warehouse and utility building, District of Colum- 

Wie Vie i hb ce SL LaAL IL de co datincdatnnh idemadadl 19, 000 19, 000 
Laundry addition, District of Columbia Village ipnchaieaiebebs dn cmumneditimes 25, 000 25, 000. 
Receiving Home for Children, permanent improvements at Mount 

oS a ee a a ee ee een 
School building District Training School, Laurel, Md..............- 45, 500 45, 500 
Laundry addition, Children’s Center, Laurel, Md.....- 20, 000 20, 000 
2 junior units, District Training School, Laurel, Md.. 62, 000 62, 000 
Staff housing, Children’s Center, Laurel Md___-....-...--- 20, 000 20, 000 
Permanent improvements, Children’s Center, Laurel, Md... 386, 600 300, 000 

Total, Department of Public Welfare__.......................-.--- 640, 100 491, 500 
Department of Buildings and Grounds: 

West Administration Bldg., 6th and C Sts., NW_-__.....-...---- ee ee 
Warehouse, Shop Facilities and Record Center, 2200 Adams P1., 
NE., vicinity of Queens Chapel Rd... ..-.-.-........-...--..- 680, 000 134, 000 
Permanent improvements to existing buildings.................- 40, 000 40, 000 
Total, Department of Buildings and Grounds................. 1, 020, 000 74, 000 
Total, public building construction.....................------- 14, 140, 800 10, 496, 000 





1 Reductions proposed by the Commissioners and concurred in by the committee. 
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The Committee wishes to emphasize that it concurs with the 
recommendations of the Commissioners as the testimony developed 
during the hearings and prior to the Commissioners recommendation, 
indicated that a reduction could be applied to those items without 
hampering the progress of the building program. 

The estimate of $35,000 for the purchase of a site for the Fort 
Davis Branch Library has been deleted inasmuch as there is a pro- 
posal pending to transfer a more desirable library site now under 
the jurisdiction of the National Capital Parks to the District. The 
Committee is of the opinion that such a transfer is sensible and is at 
a loss to understand the delay inasmuch as the District has reim- 
bursed the National Capital Planning Commission for the cost of 
land. The Committee points out that under the present system 
the District does not obtain title even though it has paid for the 
property. 

Some estimates have been reduced where testimony indicated that 
due to construction delays funds requested for equipment could be 
deferred until next year. 

The Committee is sympathetic to the proposal for plans and con- 
struction of a combination repair shop and firehouse in the southwest 
redevelopment area but firmly believes that this item can be deferred 
for at least another year. The other major reduction is the estimate 
for plans and specifications for the proposed West Administration 
Building. The Committee recognizes the administrative value of the 
project but does not agree with the statement that there is an urgent 
need for the building due to Federal Government plans for utilization 
of the area now occupied by the District Building at 14th and E 
Streets NW. 

DEPARTMENT OF HIGHWAYS 


Aomropriamons, 19572. svewes 30 SOR RE TEU sd LES. $14, 668, 000 
ES EE ope pe Re cnet ne papa Bae th nine epee ay ght hy 22, 612, 000 
a ROE «RUS | 3 . 305 ae dulanee od abies Dak Melbiee aeedonea 4 14, 791, 000 
Comparison: 
5007 POEOUNTIBUIONS ns no ncnnndmcnsnadtel ute meres + 123, 000 
IN cn, a scat esis antes bits cata ied wa las ces whan —7 821, 000 


Due to the effect of the Federal Aid Highway Act of 1956 and. the 
allocation of funds to the District of Columbia under that Act, the 
District Commissioners voluntarily offered a reduction of $7,821,000 
in their estimates for the highway construction program since the 
combination of previously appropriated District funds and available 
Federal funds is sufficient to continue the program at an orderly rate. 
The Committee concurs with the recommendation and refers inter- 
ested individuals to page 648 of the hearings for details of the revised 
program. 

DEPARTMENT OF SANITARY ENGINEERING 


De: 00? J... =- = Kick dine & oad keh EEs <dlenewnns $15, 068, 000 
AIR ncn mo es ei © dilate las Hie 9, 568, 000 
I aan nua dios Bi nee ca a i ee eae a aS a ha 9, 400, 000 
Comparison: 
nC de he ict ein ee Rs aca — 5, 668, 000 
ROG BERIOUE.. 0.0. 5 5c cicncnenncenensie die bho sew eess — 168, 000 


The Committee has approved an appropriation of $9,400,000 for 
a@ continuation of the construction program and is of the opinion 
that the very minor reduction of $168,000 can be absorbed within 
the total funds provided. 
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WASHINGTON AQUEDUCT 


Reeropriations, 1957... .... 22. .ccnapcgnapaspundgewsncypccchees $3, 500, 000 
Petes, VOGG. 5. i... cence decncank bl dsauswedencusehuaskene 958, 000 
Pee, LEGG... od. .456sccdahdhawidaoudokeedaaaee see 190, 000 
Comparison: 
1957 SPIROMPMUONS « .. 6 5 sc en nseddedcssidenscscwncebeunee abe — 3, 310, 000 
1008 CRUDE a oo oo icin ct cahunndeneedeeadenwekheen — 768, 000 


The Committee recommends $190,000 for the capital outlay pro- 
gram of the Washington Aqueduct. The sum of $768,000 was 
requested to complete financing of the flocculation and sedimentation 
basin. ‘Testimony during the hearings indicated there is no urgent 
need to completely finance this project this year and the Committee 
has deferred action on this item until such time as funds may be 
necessary. 

Last year during the conference on the 1957 District of Columbia 
Appropriation Bill, the Managers on the part of the House agreed to 
the Senate proposal to appropriate $200,000 as a Federal contribution 
toward the construction of a fishway on the Little Falls Dam in accord- 
ance with U.S. Fish and Wildlife Service criteria. The total cost was 
estimated to be not in excess of $350,000. The balance of the con- 
struction cost was to be financed from the District of Columbia water 
fund. The Committee was surprised to learn that present construc- 
tion cost estimates are now in the neighborhood of $500,000. The 
Committee suggests that before any construction starts on this feature 


of the Dam that the proposed plans and required financing be resub- 
mitted to Congress. 


LIMITATIONS AND LEGISLATIVE PROVISIONS 


The following limitations and legislative provisions not heretofore 
carried in connection with any appropriation bill are recommended: 
On page 15, line 12, in connection with “Public Welfare”: 


transportation between Children’s Center and Laurel, Mary- 
land, of school children of employees residing on the reservation, 

On page 18, line 21, in connection with “Department of Vehicles and 

Traffic”’: 

expenses of attendance of one person, without loss of pay or 
time, at specialized traffic engineering classes, including tuition 
and entrance fees; 

On page 22, line 10, in connection with “National Guard”: 


compensation to the commanding general at not to exceed 
$11,600 per annum; 
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CONTROL OF PLANT PESTS 


Apri. 1, 1957.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 








Mr. Cootry, from the Committee on Agriculture, submitted the 
following 


REPORT 
{To accompany H. R. 3476] 


The Committee on Agriculture, to whom was referred the bill 
(H. R. 3476) to facilitate the regulation, control, and eradication of 
plant pests, having considered the same, report favorably thereon 
with amendments and recommend that the bill, as amended, do pass, 

The amendments are as follows: 

Page 3, line 19, strike out “involved” and insert “involve” 

Page 7, line 20, strike out ‘‘contains” and insert “contain” 

Page 7, line 22, strike out “person” and insert ‘‘persons”’ 

Page 8, line 2, strike out “contains” and insert ‘“‘contain’’. 

Page 8, beginning on line 5, strike out all after the semicolon through 
the period on line 12 and insert: 


and to enter, with a warrant, any premises in the United 
one other than places which may be entered under section 
15 of the Plant Quarantine Act, to make any inspections and 
seizures necessary under this Act. Any judge of the United 
States or of a court of record of any State, Territory or pos- 
session, or any United States commissioner, may, within his 
respec tive jurisdiction, upon proper oath or affirmation show- 
ing probable cause to believe that there are on certain prem- 
ises any products, articles, means of conveyance, or plant 
pests regulated or subject to disposal under this ‘Act, issue 
warrants for the entry of such premises to make any inspec- 
tions or seizures under this Act. Such warrants may be 
executed by any authorized employee of the Department of 
Agriculture. 


Page 10, line 4, strike out “defective” and insert ‘effective’ 
Page 10, line 20, strike out the quetation marks and he and 
insert “spotted alfalfa aphid,’’.” 









































CONTROL OF PLANT PESTS 


STATEMENT 





This bill has two related but distinct purposes. Title I establishes 
for the first time specific authority for the Department of Agriculture 
to regulate and control the importation and the interstate movement 
of plant diseases and disease-bearing organisms. ‘Title II amends the 
list of insects and plant pests with respect to which the Department 
of Agriculture is authorized to conduct eradication and control cam- 
paigns. The list is amended by adding four new plant pests (imported 
fire ants, soybean cyst nematodes, witchweed, and spotted alfalfa 
aphid) and by giving the Department of Agriculture general authority 
to conduct campaigns against pests related to those named in the act 
without specific authorization from Congress. 





TITLE I 





The purpose of title I of the bill is to fill a gap which has existed for 
a number of years in the authority of the Department of Agriculture 
to protect American agriculture against invasion by foreign plant 
pests and diseases, and which has become increasingly serious in 
recent years as new and more rapid methods of transportation have 
made it easier for plant pests to be moved rapidly over great distances 
and more difficult for the Department to supervise or control such 
movement. Under existing law the Department has the authority 
to regulate the importation or the interstate movement of any insects 
in a live state which are notoriously injurious to cultivated crops, and 
of nursery stock and other plants and plant products which may carry 
insect pests or plant diseases. It does not have authority under 
existing law, however, to regulate the movement of plant diseases as 
such or disease-bearing organisms or of mites, nematodes, protozoa, 
bacteria, fungi, parasitic plants, or viruses which can injure or cause 
disease or damage in plants or their products. Title I of this bill will 
provide authority for the regulation of the movement of these types 
of plant pests. 

DESCRIPTION 


OF RELATED ACTS 





Following is brief description of the existing laws relating to this 
subject and the effect of the bill reported herewith on those laws: 
The Insect Pest Act (act of March 3, 1906; 33 Stat. 1269; 7 U.S.C. 
141-144), authorizes the Secretary of ‘Agriculture to regulate or pro- 
hibit the movement from any foreign country into the United States, 
or from one State or Territory or the District of Columbia into another 
State or Territory or the District of Columbia, of any insect in a live 
state which is notoriously injurious to cultivated crops. The pro- 
visions of this act are consolidated into this bill and the act is repealed. 
The Plant Quarantine Act (act of August 20, 1912; 37 Stat. 315; 
7 U.S. C. 151 et seq.), imposes certain requirements with respect to 
the importation or nursery stock, authorizes the Secretary of Agri- 
culture to extend such requirements to the importation of other 
plants and plant products, and authorizes the imposition of quaran- 
tines and restrictions upon the interstate movement of plants, plant 
products, stone or quarry products, and other articles to prevent the 
spread of insect infestations or plant diseases. Under this act in- 
spectors of the Department are authorized to stop and search, without 
a warrant, persons coming into the United States, and any vehicles, 
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receptacles, boats, ships, or vessels, coming from any country or 
moving interstate, when there is reason to believe that they carry 
or contain articles the entry or movement of which in interstate or 
foreign commerce is prohibited or restricted by the act or any order 
thereunder. The act further authorizes inspectors of the Department 
to seize and dispose of any articles found to be moving, or to have 
been moved in interstate commerce, or to have been brought into 
the United States in violation of the act or such order. The bill 
reported herewith does not amend or repeal any provision of this act. 
However, performance of certain functions under the act is 
strengthened by provisions of the bill. 

The Mollusk Act (act of September 22, 1951; 65 Stat. 335; 7 U.S.C. 
441), prohibits the transportation of terrestrial or fresh-water mollusks 
injurious to agriculture. It authorizes regulations governing the 
inspection and treatment of produce, baggage, salvaged war materials, 
and other goods entering the United States when necessary to prevent 
the entry of such mollusks. This authority consolidated into H. R. 
3476 and the act repealed. 

The Mexican Border Act (act of January 31, 1942; 56 Stat. 40; 
7 U.S. C. 149), provides authority to regulate the entry of railway 
cars and other vehicles, freight, express, baggage, and other materials 
which may carry insect pests and plant diseases when moving from 
Mexico into the United States. Provision is made for the disinfection 
of such vehicles and materials when necessary. One minor change is 
made in this act. 


ADDITIONAL AUTHORITY NEEDED 


These acts do not provide authority to regulate the movement into 
or through the United States of insects that might later be found to be 
injurious to cultivated crops, or of mites, nematodes, protozoa, 
bacteria, fungi, parasitic plants or reproductive parts thereof, and 
viruses, which can injure or cause disease or damage in plants or their 
products. 

Another deficiency is illustrated by the fact that, except in the case 
of the Mollusk Act and the Mexican Border Act, existing laws do not 
authorize emergency action with respect to plant pests and infected 
or infested products, carriers, and articles coming into the country or 
moving interstate when such movement has not been anticipated and 
appropriate quarantine action taken. 

Authority for taking emergency action with respect to pests that 
are new to or not widely distributed in this country is urgently needed. 
For example, on three separate occasions, aircraft have arrived in 
Hawaii from the Far East heavily infested with a leafhopper which is 
a known vector of a destructive virus disease of sugarcane that does 
not now occur in the Hawaiian Islands. The steps necessary to safe- 
guard American agriculture were taken in these instances with the 
voluntary cooperation of those responsible for the movement. It is 
hazardous, however, to rely upon the cooperation of the parties 
involved for such protection and there is need for legislation such as 
this bill providing a legal basis for taking action when necessary. 

A few examples will serve to illustrate the kinds of problems en- 
countered: 
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(1), An empty vessel arrived at New York to load grain for the 
United Kingdom. The hold was infested with Khapra beetle. 
Through the cooperation of the owner, and at his expense, the 
vessel was fumigated at a cost of approximately $3,000. Neither 
the Insect Pest Act nor the Plant Quarantine Act contained pro- 
visions permitting the Department to require that this be done. 

(2) Automobiles that have been driven in Europe are now 
washed either prior to loading or shipboard or upon unloading 
at port of entry to remove soil which may contain cysts of the 
golden nematode. Through the cooperation of steamship lines, 
i military, and the owners this is being done on a voluntary 

asis. 

(3) Green-pine poles used as center cores for 62 rolls of sheet 
lead from Belgium were infested with woodborers not known to 
occur in this country. Through the cooperation of the importer 
the wooden cores were removed from the rolls and destroyed by 
burning, although the Department had no authority to require 
such action. 

(4) Crates containing farm machinery returned to the United 
States after storage in South America were infested with a species 
of termite not known in the United States. The owners volun- 
tarily cooperated by removing and burning the crates. 

Many similar instances have occurred in the past few years where 
statutory authority to deal with the problem was lacking. This bill 
will provide such authority. 

The bill also confers authority to make necessary inspections to 
carry out its provisions. In the enforcement of the Plant Quarantine 
Act and the Insect Pest Act, it has long been the practice for plant 

uarantine inspectors to board vessels arriving from abroad to examine 
them as possible carriers of plant pests. Railway cars and other 
vehicles from Mexico are similarly examined. More recently there 
has been need for inspecting aircraft arriving in the United States 
from foreign countries. The bill would eliminate any question as 
to whether inspectors are authorized to board aircraft arriving in 
this country from abroad. 


COST OF TITLE I 


It is anticipated that the same employees of the Department of 
Agriculture who are engaged in enforcing the Plant Quarantine Act 
would enforce the provisions of title I of this bill, just as they have 
been and are now enforcing the Insect Pest Act and the Mollusk Act. 
It is not believed that title I of this bill will necessitate any additional 
appropriations. 

COMMITTEE AMENDMENT 


The only amendment of substance made by the committee to title I 
of the bill occurs on page 8 where language in the bill as introduced 
would have authorized employees of the Department of Agriculture 
engaged in enforcing the provisions of the bill to enter and inspect 
without a warrant, upon probable cause, any building or premises 
other than a dwelling house. While the committee realizes that there 
is some precedent for the granting of this type of authority it is firmly 
of the belief that in the long run the cause of justice will be better 
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served if inspectors are required to take the time to observe with 
particularity that provisions of our basic law which says— 


the right of the people to be secure in their persons, houses, 
papers, and effects, against unreasonable searches and 
seizures, shall not be violated * * *. 


Accordingly, the committee has substituted for the original language 
in the bill a provision authorizing the search of private premises by a 
quarantine inspector with a duly issued search warrant and author- 
izing the issuance of such warrants. 


TITLE II 


Title II of the bill amends section 102 of the Department of Agri- 
culture Organic Act of 1944. This section authorizes the Secretary 
of Agriculture— 


either independently or in cooperation with States or politi- 
cal subdivisions thereof, farmers’ associations, and similar 
organizations, and individuals— 


to carry out— 


operations or measures to eradicate, suppress, control, or to 
prevent or retard the spread of— 


a list of 18 specific insects or plant pests. The section requires 
cooperation on the part of States or local agencies by providing that 
the State or local agency— 


shall be responsible for the authority necessary to carry out 
the operations of measures on all lands and properties * * * 
other than those owned or controlled by the Federal Govern- 
ment. 


Title II amends this section by adding to the list of insects and plant 

ests therein four new specific plant pests—imported fire ants, soy- 
teen cyst nematode, witchweed, and spotted alfalfa aphid—which are 
described briefly below. ‘Title II also adds to the existing law the 
words “insect pests, plant diseases, and nematodes, such as * * *” 
immediately preceding the list of plant pests. This language will 
have the effect of permitting the Department of Agriculture to under- 
take eradication or control campaigns against plant pests coming 
within the general description of those listed in the section without, 
in each case, an amendment of the act to so provide. 


INSECT PESTS ADDED TO ACT 
Imported fire ant 

The imported fire ant is so called to distinguish it from species of 
fire ants somewhat similar in appearance which are native to this 
country. It has become an extremely destructive and annoying pest 
in many parts of the South. Although the heavier and more general 
infestations occur in Alabama, Mississippi, and Louisiana, it has been 
reported from as far north as Wake County, N. C., and as far west 
as Harris County, Tex. 

It is especially destructive to seed and young plants. It builds 
unsightly mounds that seriously interfere with faiventine of crops. 
At times, it is a pest in the home and it often extends its attack to 











6 CONTROL OF PLANT PESTS 





young unprotected animals and poultry. The ants have become a 
major pest of improved pastures. 

The imported fire ant has a painful and lasting sting and is, par- 
ticularly serious when small children are attacked. Anyone who has 
experienced the sting of these insects is acutely aware of the aptness 
of the name “‘fire ant.” Because they resemble so closely the native 
fire ant, they were not recognized as a new introduction for several 
years. But about 1930 entomologists identified them as a separate 
species and shortly thereafter undertook investigations which have 
pointed the way to effective control procedures. It is believed the ants 
first infested Mobile, Ala., and then spread to other parts of the South 
by flying and crawling, by hitchhiking on cars, trucks, and trains, and 
by movement in association with nursery stock. 

Soybean Cyst Nematode 

The soybean cyst nematode is a microscopic eel-like parasitic 
worm which feeds upon the roots of soybeans. It is now known to 
occur in New Hanover and Pender Counties, N. C.; Lake County, 
Tenn.; Pemiscot County, Mo.; and in one field across the line in Mis- 
sissippi County, Ark. Upon completion of her life cycle the female 
nematode produces a protective cyst in which the eggs may remain 
viable for several years if. no host plants are present to stimulate 
hatching. A heavy infestation of these nematodes can cause the 
complete destruction of a soybean crop. 

An aggressive research program, begun in 1955, to find an effective 
treatment or eradication measures, includes a study of soil fumigants, 
crop rotations, and resistant strains of soybeans. The known host 
range of the soybean cyst nematode includes annual lespedeza, com- 
mon vetch, and snap beans. 


Witchweed 


The witchweed, a parasitic plant which causes severe dwarfing of 
corn and related plants, does its damage below ground, penetrating 
the roots and depriving its host of nutrients and water. It is believed 
to inject into the host-plant roots some substance that interferes with 
the normal growth of the plants it attacks. 

This harmless looking weed—it seldom grows more than a few 
inches above ground—is a scourge of corn and sorghum in South 
Africa and a serious pest of rice, sugarcane, and other crops in the 
Far East. The Union of South Africa has reported that it does more 
damage to corn in that country than fungus diseases and insects 
combined. 

Our scientists believe that if witchweed became widspread in this 
country it may destroy more corn than the European corn borer, and 
its control will be more difficult and costly. Furthermore, it is known 
to attack summer-grown small grains, sorghum, sugarcane, rice, and 
some pasture grasses which are widely grown in this country. 

The witchweed has caused severe damage in the few cornfields it 
has infested in the Carolinas. In the same areas it has been found also 
in fields planted to other crops, along roadsides, and on vacant land. 
Although witchweed has been observed in association with tobacco, 
peanuts, beans, peas, sweet potatoes, and other crops not related to 
grasses, it does not parasitize these crops and so does them no damage. 

Crabgrass or other grasses growing in fields of nonsusceptible crops 
will cause witchweed seeds to germinate and produce new plants that 
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serve to spread infestation. . A single witchweed may produce up to 
half a million microscopic seeds. ‘These tiny seeds may be carried by 
the wind, by movement of the infested soil, and by other means, 
The seeds will not germinate except in association with host plants. 


Spotted alfalfa aphids 


Spotted alfalfa aphids first appeared in this country in 1954. They 
are a foreign insect that occurs in many parts of the world and the 
exact source of the infestation which reached the United States is 
unknown. The infestation was first discovered in New Mexico in 
1954 and spread during the same year to California, Arizona, and 
Nevada. 

During 1955 the aphids spread as far east as the Mississippi River, 
being found in Arkansas, Missouri, Kansas, Nebraska, Oklahoma, 
Colorado, and Utah. In 1956 the insects continued their spread and 
were found as far north as Minnesota and South Dakota and as far 
east as Florida, Georgia, North Carolina, South Carolina, and 
Virginia. 

The insect is extremely destructive of growing alfalfa. It attacks 
the plant by sucking the juices therefrom and, in addition, excretes 
a honeylike substance which is the source of a damaging mold in baled 
alfalfa and substantially reduces its value for hay. The insects are 
so destructive that an attack by only 2 or 3 of them is sufficient to kill 
a seedling alfalfa plant. 

The insects are small and some of them have wings. They are ap- 
parently spread through the air and their ability to be thus transported 
and to establish themselves quickly in new areas has been demon- 
strated in the 3 years they have been a: tive in this country. 


COST OF TITLE II 


There will not necessarily be any immediate need for additional ap- 
propriations in connection with the amendments made by title II to 
the Department of Agriculture Organie Act. Programs designed to 
control two of the pests—the soybean cyst nematode and witchweed— 
are now being carried on with funds heretofore appropriated to carry 
out the provisions of the act of April 6, 1937 (7 U.S. C. 148), author- 
ising the Secretary to take emergency action in the case of outbreak 


of plant pests. Funds to continue these programs have been included 
in the 1958 budget for the Department of Agriculture. 

As to the other two pests specifically named in the bill—imported 
fire ants and spotted alfalfa aphids—there is no present basis for 
estimating the amount of money which the Federal Government 
might ultimately be required to spend in the eradication or control 
of these pests. There is no reason to believe, however, that it would 
be as substantial as funds which have been spent in the past or are 
now being spent on some other plant pests, such as, for example, the 
Japanese beetle, the gypsy moth, or the Mediterranean fruitfly. From 
the past performance of the agency of the Department of Agriculture 
charged with the responsibility of formulating and carrying out these 
eradication and control programs, there is every reason to believe 
that those programs will be carried out in the future with the highest 
possible degree of State and local participation, with the greatest 
possible economy to the Federal Government, and with benefits to 
agriculture and to the economy generally far in excess of their cost. 
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While each eradication or control program is planned to meet the 
specific threat posed by a particular insect or plant pest and each is, 
therefore, different, a high degree of State and local participation and 
contribution is required in all'eoth programs. In the aggregate, the 
committee is informed, the cost of such programs is shared on about 
a 50-50 basis by the Federal Government and the States and local 
agencies, with the States probably contributing slightly more than 
the Federal Government. 

For example, the campaign against the Mediterranean fruitfly in 
Florida is being carried out with the objective of eradicating that 
insect from the United States. The cost is being shared equally by 
the Federal Government and the State of Florida and, in addition, the 
Florida citrus industry is paying for the cost of fruit fumigation and 
otherwise contributing substantially in both money and services to 
the campaign. At the other extreme of Federal participation is the 
campaign against Japanese beetles. This insect has become so firmly 
established in the area it has invaded that the Department considers 
its complete eradication a present impossibility. Its efforts are, there- 
fore, now confined to establishing with the cooperation of the States 
involved quarantine lines to prevent the further spread of the insect 
and measures to eradicate new areas of infestation outside quarantine 
lines. Eradication or control within the infested area is entirely a 
matter of local and individual action with the Federal Government 
bearing no part of the cost. 

In the case of fire ants, it is believed that the major part of the cost 
of eradication of this pest on private lands should be the responsibility 
of the landowner whose fields are infested with it. Research has 
developed what appears to be reasonably effective means of destroying 
the pests. Federal responsibility in this matter should be largel 
that of making the latest technical information available to lanl 
owners and of cooperating with States in eradicating the ants from 
roadsides, parks, national forests, and other public lands or lands of 
low agricultural value, so that premises which have been cleared by 
their owners are not reinfected. 


HEARINGS 


Hearings were held simultaneously on the bill herewith reported 
and on the following similar or related bills: H. R. 4145, by Mr. 
Thompson of Louisiana; H. R. 5659, by Mr. Grant of Alabama; 
H. R. 5689, by Mr. Selden of Alabama; H. R. 5843, by Mr. Willis 
of Louisiana; H. R. 5931, by Mr. Elliott of Alabama; H. R. 5948, 
by Mr. Roberts of Alabama; H. R. 6019, by Mr. Huddleston of Ala- 
bama; and H. R. 6210, by Mr. Morrison of Louisiana. 

Witnesses appearing in favor of the bill included Members of Con- 
gress, representatives of the major farm organizations, and spokesmen 
for the Department of Agriculture. There were no witnesses in 
opposition. 

The bill was unanimously reported by the committee. 


DEPARTMENTAL APPROVAL 


Title I of the bill was transmitted to the Congress in an executive 
communication late in the 84th Congress with a recommendation that 
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the legislation be enacted. Because of the time factor, the measure 
was not considered in the 84th Congress. 

Approval of both title I and title II is indicated in the following 
letter from the Department of Agriculture. 


DEPARTMENT OF AGRICULTURE, 
Washington, D. C., March 15, 1957, 
Hon. Harotp D. Cootey, 
Chairman, Committee on Agriculture, 
House of Representatives. 

Dear ConeressMaNn Cooter: This is in reply to your request of 
January 30, 1957, for a report on H. R. 3476, a bill to facilitate the 
regulation, control, and eradication of plant pests. 

The Department favors the enactment of H. R. 3476. 

The bill would repeal the Insect Pest Act and the Mollusk Act, 
amend certain provisions of the Mexican Border Act and clarify and 
strengthen the authorities now included in the Plant Quarantine Act 
by (1) requiring permits for the movement of plant pests into or 
through the United States or from one State, Territory, or district 
of the United States into or through any other such State, Territory, 
or district; (2) providing authority for taking emergency action with 
respect to pests that are new to or not theretofore known to be widely 
prevalent or distributed within and throughout the United States; 
(3) providing for payment of compensation for products, articles, 
means of conveyance, and plant pests destroyed or otherwise disposed 
of under certain circumstances; (4) authorizing regulations deemed 
necessary to prevent the dissemination of plant pests; (5) conferring 
authority to make necessary inspections to carry out its provisions; 
and (6) by including the words “insect pests, plant diseases, and nema- 
todes, such as imported fire ant, soybean cyst nematode, witchweed,” 
after the phrase “or to prevent or retard the spread of’’ in subsection 
(a) of section 102 of the Department of Agriculture Organic Act of 
1944, as amended. 

The Department has been handicapped by certain statutory 
deficiencies in carrying out the responsibilities to protect the agri- 
culture of this country from introduction, establishment, and spread 
of pests and diseases injurious to plants and plant products. The 
proposed bill would provide the authority needed to meet these 
deficiencies. 

H. R. 3476 is similar in substance to S. 3952, which was introduced, 
at the Department’s request, in the last session of the 84th Congress, 
May 29, 1956, and referred to the Senate Committee on Agriculture 
and Forestry. The principal differences between H. R. 3476 and 
S. 3952 are (1) the definition of plant pest is simplified and extended to 
include parasitic plants and reproductive parts thereof, in addition 
to bacteria and fungi and (2) a new section has been added to amend 
subsection (a) of section 102 of the Department’s Organic Act of 1944, 
as amended, which provides adequate authority for the Department to 
cooperate with States when necessary to deal with pest problems 
requiring prompt attention. 

It is not believed that the proposed legislation will necessitate 
additional appropriations. 


23009°—58 H. Reyt.. 85-1, vol. 1——87 
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The Bureau of the Budget advises that there is no objection to the 


submission of this report. 
Sincerely yours, 


ANALYSIS OF 


E. T. Benson, Secretary. 


THE BILL 


The following analysis shows in the left-hand column the provisions 
of H. R. 3476 as reported and in the right-hand column the effect of 
the various sections and their relationship to existing law. 


Sec. 101. [Title] This title 
may be cited as the Federal Plant 
Pest Act. 

Sec. 102. [Definitions.}| As 
used in this Act, except where the 
context otherwise requires: 

(a) “Seeretary” means the Sec- 
retary of Agriculture of the United 
States or any other person to 
whom authority may be delegated 
to act in his stead. 

(b) “Properly identified em- 
ployee of the Department of Agri- 
culture” means an employee of 
that Department authorized to 
enforce the provisions of the 
Plant Quarantine Act, and wear- 
ing a suitable badge for identifi- 
cation, or otherwise properly iden- 
tified. 

(c) “Plant pest” means any 
living stage of: Any insects; mites; 
nematodes; slugs; snails; proto- 
zoa; other invertebrate animals; 
bacteria; fungi; other parasitic 
plants or reproductive parts there- 
of; viruses; or any organisms 
similar to or allied with any of 
the foregoing; or any infectious 
substances; which can directly or 
indirectly injure or cause disease 
or damage in any plants or parts 
thereof, or any processed, manu- 
factured, or other products of 
plants. 


(d) “Living stage’ includes the 
egg, pupal, and larval stages as 
well as any other living stage. 


New. 


New. 


The definition of ‘Plant pest” 
gives broader coverage than: 

The Insect Pest Act (7 U.S.C. 
141 et seq.), which relates to 
specified insects and other insects 
notoriously injurious to cultivated 
crops, including vegetables, field 
crops, bush fruits, orchard trees, 
forest trees or shade trees; 

The Mexican Border Act (7 
U. S. C. 149), which relates to 
insect pests and plant diseases; 

The Plant Quarantine Act (7 
U.S. C. 151 et seq.), which relates 
to injurious plant diseases and 
insect pests and to dangerous 
plant diseases and insect infesta- 
tions; 

The Mollusk Act (7 U. S. C. 
441), which covers terrestrial and 
freshwater mollusks. 
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(e) “United States” means any 
of the States, Territories, or dis- 
tricts (including possessions and 
the District of Columbia) of the 
United States. 

(f) “Interstate” means from one 
State, Territory, or District (in- 
cluding posse ssions and the Dis- 
trict of Columbia) of the United 
States into or through any other 
such State, Territory, or District. 


(g) “Move” means ship, de- 
posit for transmission in the mail, 
otherwise offer for shipment, offer 
for entry, import, receive for 
transportation, carry, or other- 
wise transport or move, or allow 
to be moved, by mail or otherwise. 


(h) “Plant Quarantine Act”’ 
means the Act of August 20, 1912 
(37 Stat. 315), as from time to 
time amended (7 U. S. C. 151 et 
seq.). 

(i) “Mexican Border Aet’’ 
means the Act of January 31, 1942 
(56 Stat. 40), as from time to 
time amended (7 U.S. C. 149). 

Sec. 103. [Restrictions on move- 
ment of plant pests. | 

(a) No person shall knowingly 
move any plant pest from a for- 
eign country into or through the 
United States, or interstate, or 
knowingly accept delivery of any 
plant pest moving from any for- 
eign country into or through the 
United States, or interstate, unless 
such movement is authorized 
under general or specific permit 
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The definitions of ‘United 
States” and ‘‘interstate’’ cover the 
same areas as the Plant Quaran- 
tine Act which refers to the States, 
Territories, and districts (includ- 
ing insular possessions), as well as 
the United States. The Insect 
Pest Act refers to States, Terri- 
tories, and the District of Colum- 
bia, as well as the United States. 
The Mollusk Act refers to the 
United States, meaning the States, 
the District of Columbia, the 
possessions of the United States 
(except those found infested) and 
the Canal Zone. The Mexican 
Border Act refers to the United 
States. 

The definition of ‘“Move’”’ either 
specifically or in general terms 
covers the transactions specified 
in the Plant Quarantine Act, the 
Mollusk Act and the Mexican 
Border Act and most of the trans- 
actions covered by the Insect Pest 
Act. It does not refer to causing 
the taking of pests from the mails 
as does the Insect Pest Act. 
Such a reference is not deemed 
necessary to give adequate cover- 
age. 


New but replaces the Insect 
Pest Act and Mollusk Act pro- 
visions re movement of certain 
insects and mollusks. Gives 
broader regulatory power to the 
Secretary of Agriculture re move- 
ment of plant pests than present 
law and would permit authoriza- 
tion of movement of plant pests 
for other than scientific purposes 
and imports of plant pests, under 
proper restrictions. 
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from the Secretary and is made in 
accordance with such conditions as 
the Secretary may prescribe in the 
— and in such regulations as 

e@ may promulgate under this sec- 
tion to prevent the dissemination 
into the United States, or inter- 
state, of plant pests. 

(b) The Secretary may refuse 
to issue a permit for the move- 
ment of any plant pest when, in 
his opinion, such movement would 
involve a danger of dissemination 
of such pests. The Secretary may 
permit the movement of host 
materials otherwise barred under 
the Plant Quarantine Act when 
they must necessarily accompany 
the plant pest to be moved. 

Sec. 104. [Mailing plant pests.] 

(a) Any letter, parcel, box, or 
other package containing any 
plant pest, whether sealed as 
letter-rate postal matter or not, is 
hereby declared to be nonmailable, 
and will not knowingly be con- 
veyed in the mail or delivered from 
any post office or by any mail 
carrier, except when accompanied 
by a copy of a permit issued under 
this Act. 

(b) Nothing in this Act shall 
authorize any person to open any 
letter or other sealed matter ex- 
cept in accordance with the postal 
laws and regulations. 

(c) The prohibitions of this 
Act shall not apply to any em- 
ployee of the United States in the 
performance of his duties in han- 
dling mail. 

Sec. 105. 
powers. | 

(a) Except as provided in para- 
graph (c), the Secretary may, 
whenever he deems it necessary 
as an emergency measure in order 


(Emergency disposal 


to prevent the dissemination of 
any plant pest new to or not 
theretofore known to be widely 


prevalent or distributed within 
and throughout the United States, 
seize, quarantine, treat, apply 
other remedial de- 


measures to, 
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New but replaces the Insect 
Pest Act which has provisions 
somewhat similar to paragraphs 


(a) and (b). 


New. Supplements disposal 
provisions of the Plant Quarantine 
Act (7 U. S. C. 154, 164a, 167). 
Does not apply in_ situations 
covered by that act. Duplicates 
to some extent the authority to 
provide for cleaning and disinfec- 
tion of vehicles and materials 
under the Mexican Border Act. 
This section and section 106 re- 
place the treatment authority of 
the Mollusk Act. 
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stroy, or otherwise dispose of, in 
such manner as he deems appro- 
priate, any product or article of 
any character whatsoever, or 
means of conveyance, which is 
moving into or through the United 
States, or interstate, and which 
he has reason to believe is infested 
or infected by or contains any 
such plant pest, or which has 
moved into the United States, or 
interstate, and which he has reason 
to believe was infested or infected 
by or contained any such plant 
pests at the time of such move- 
ment; and any plant pest, product, 
article, or means of conveyance 
which is moving into or through 
the United States, or interstate, 
or has moved into the United 
States, or interstate, in violation 
of this Act or any regulation 
thereunder: Provided, That this 
paragraph shall not authorize such 
action with respect to any product, 
article, means of conveyance, or 
plant pest subject, at the time of 
the proposed action, to disposal 
under the Plant Quarantine Act. 

(b) Except as provided in para- 
graph (c), the Secretary may order 
the owner of any product, article, 
means of conveyance, or plant 
pest subject to disposal under 
paragraph (a), or his agent, to 
treat, apply other remedial meas- 
ures to, destroy, or make other 
disposal of such product, article, 
means of conveyance, or plant 
pest, without cost to the Federal 
Government and in such manner 
as the Secretary deems appro- 
priate. The Secretary may apply 
to the United States District 
Court, or to the United States 
Court of any Territory or posses- 
sion, for the judicial district in 
which such person resides or 
transacts business or in which the 
product, article, means of con- 
veyance, or plant pest is found, 
for enforcement of such order by 
injunction, mandatory or other- 
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wise. Process in any such case 
may be served in any judicial 
district wherein the defendant 


resides or transacts business or 
may be found, and subpoena for 
witnesses who are required to 
attend a court in any judicial 
district in such a case may run 
into any other judicial district. 

(c) No product, article, means 
of conveyance, or plant pest shall 
be destroyed, exported, or re- 
turned to shipping point of origin, 
or ordered to be destroyed, ex- 
ported, or so returned under this 
section, unless in the opinion of 
the Secretary there is no _ less 
drastic action which would be 
adequate to prevent the dissemi- 
nation of plant pests new to or not 
theretofore known to be widely 
prevalent or distributed within 
and throughout the United States. 

(d) The owner of any product, 
article, means of conveyance, or 
plant pest destroyed or otherwise 
disposed of by the Secretary under 
this section, may bring an action 
against the United States in the 
United States District Court for 
the District of Columbia, within 
one year after such destruction or 
disposal, and recover just compen- 
sation for such destruction or 
disposal of such product, article, 
means of conveyance, or plant 
pest (not including compensation 
for loss due to delays incident to 
determining eligibility for move- 
ment into or through the U nited 
States or for interstate movement) 
if the owner establishes that 
neither this section nor the Plant 
Quarantine Act authorized such 
destruction or disposal. Any judg- 
ment rendered in favor of such 
owner shall be paid out of the 
money in the Treasury appro- 
priated for plant disease and pest 
control activities of the Depart- 
ment of Agriculture. 

Sec. 106. [Regulations.] The 
Secretary may promulgate such 
regulations requiring inspection of 


No provision for payment of 
compensation is made in the Plant 
Quarantine Act, the Mexican 
Border Act or the Mollusk Act for 
losses due to disposal of products, 
articles, means of conveyance, or 
pests under these acts. Proposal 
provides for payment of compen- 
sation for products, articles, means 
of conveyance or plant pests dis- 
posed of only if the owner estab- 
lishes in court that the disposal 
was unauthorized by the proposal 
or the Plant Quarantine Act, 


New. 


Supplements the regula- 


tory authority under the Plant 
Quarantine Act, especially as to 
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products and articles of any char- 
acter whatsoever and means of 
conveyance, specified in the regu- 
lations, as a condition of their 
movement into or through the 
United States, or interstate, and 
imposing other conditions upon 
such movement, as he deems nec- 
essary to prevent the dissemina- 
tion into the United States, or 
interstate, of plant pests, in any 
situation in which such regula- 
tions are not authorized under the 
Plant Quarantine Act. 

Sec. 107. [Inspection author- 
ity.| Any properly identified em- 
ployee of the Department of Agri- 
culture shall have authority to 
stop and inspect, without a war- 
rant, any persons or means of 
conveyance moving into the 
United States, and any plant pests 
and any products and articles of 
any character whatsoever carried 
thereby, to determine whether 
such persons or means of convey- 
ance are carrying any plant pest 
contrary to this Act and whether 
any such means of conveyance, 
products, or articles are infested 
or infected by or contain any 
plant pest or are moving in viola- 
tion of any regulation under this 
Act; to stop and inspect, without 
& warrant, any persons or means 
of conveyance moving interstate, 
and any plant pests and any 
products and articles of any char- 
acter whatsoever carried thereby, 
upon probable cause to believe 
that such means of conveyance, 
products, or articles are infested 
or infected by or contain any plant 
pest or are moving subject to any 
regulation under this Act, or that 
such persons or means of convey- 
ance are carrying any plant pest 
subject to this Act; and to enter, 
with a warrant, any premises in 


the United States, other than 
places which may be entered 
under section 15 of the Plant 


Quarantine Act, to make any 
inspections and seizures necessary 
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pests not covered by that act and 
as to the movement into the 
United States of means of convey- 
ance and products and articles 
other than plants and plant prod- 
ucts. Does not apply in situa- 
tions covered by that act. Dupli- 
cates to some extent the regula- 
tory authority under the Mexican 
Border Act re entry of vehicles 
and materials from Mexico. Re- 
places the regulatory authority re 
goods under the Mollusk Act. 


New. Supplements the Plant 
Quarantine Act search provisions 
(7 U.S. C. 164a, 167). Proposal 
allows inspection without a war- 
rant of persons and means of 
conveyance moving interstate, up- 
on probable cause, but sets differ- 
ent standards than provided for 
in that Act. Omits necessity for 
probable cause required by that 
act for inspection without a war- 
rant of persons and means of 
conveyance coming from a foreign 
country. Includes new provis- 
ions for entry of premises with a 
warrant (except premises in the 
District of Columbia enterable 
with a warrant under the Plant 
Quarantine Act) and to permit 
service of the warrant by inspec- 
tors of the Department of Agri- 
culture. This section and section 
106 replace the inspection pro- 
visions of the Mollusk Act. To 
some extent duplicates the inspec- 
tion authority of the Mexican 
Border Act. 
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under this Act. Any judge of the 
United States or of a court of 
record of any State, Territory or 
possession, or any United States 
commissioner, may, within his 
respective jurisdiction, upon 
proper oath or affirmation showing 
probable cause to believe that 
there are on certain premises any 
products, articles, means of con- 
veyance, or plant pests regulated 
or subject to disposal under this 
Act, issue warrants for the entry 
of such premises to make any 
inspections or seizures under this 
Act. Such warrants may be exe- 
cuted by any authorized employee 
of the Department of Agriculture. 

Src. 108. Any person who vio- 
lates section 103 of this Act, or any 
regulation promulgated under this 
Act, or who forges, counterfeits, or 
without authority from the Secre- 
tary uses, alters, or defaces any 
permit or other document pro- 
vided for by this Act or the regu- 
lations thereunder, shall be guilty 
of a misdemeanor and shall be 
punished by a fine not exceeding 
$500, or by imprisonment not ex- 
ceeding one year, or both. 


Sec. 109. [Validity savings pro- 
vision.} If any provision of this 
Act or the application thereof to 
any person or circumstances is 


held invalid, the remainder of the 
Act and the application of such 
provision to other persons and 


New. Covers violation of the 
regulations as well as of section 103 
of the proposed act. The Mollusk 
Act penalizes violation of regula- 
tions under its provisions, as well 
as violation of the act. ‘The Plant 
Quarantine Act and the Insect 
Pest Act do not penalize violation 
of regulations under their pro- 
visions, only of the acts. Pro- 
posal penalizes unauthorized use 
of permits or other documents; the 
Plant Quarantine Act does not. 
The latter specifically covers de- 
facing or destruction of permits 
and documents. ‘The proposal in- 
cludes destruction as defacing. 
Proposal and the Plant Quarantine 
Act cover forging, counterfeiting, 
and altering of permits and other 
documents. The penalties pro- 
vided in the proposal are the same 
as in the Plant Quarantine Act and 
the Mollusk Act. The Insect 
Pest Act provides a fine of not 
more than $5,000 or 5 years’ im- 
prisonment or both. No penal- 
ties are provided for violation of 
the Mexican Border Act. 

New. 
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circumstances shall not be affected 
thereby. 

Sec. 110 [Mexican Border Act Amends the Mexican Border 

amended.] The Act entitled “An Act to allow cleaning and disin- 
Act to provide for regulating, in- fection by or under the direction 
specting, cleaning, and, when of inspectors of this Department 
necessary, disinfecting railway instead of by and under the 
cars, other vehicles, and other direction of such inspectors. 
materials entering the United 
States from Mexico,” approved 
January 31, 1942 (56 Stat. 40; 
7 U.S. C. 149), is hereby amended 
by deleting the provision that ‘the 
cleaning and disinfection of vehi- 
cles or materials necessary to 
accomplish the purpose shall be 
carried out by and under the 
direction of authorized inspectors 
of the Department of Agricul- 
ture,’ and by substituting there- 
for the following: “the cleaning 
and disinfection of vehicles or 
materials necessary to accomplish 
the purpose shall be carried out 
by or under the direction of 
authorized inspectors of the De- 
partment of Agriculture,” 

Sec. 111. [Effect on other New. 
laws, regulations, ete.| The au- 
thority conferred by this Act shall 
be in addition to authority con- 
ferred by other statutes not specifi- 
cally repealed hereby. Nothing 
in this Act shall amend or repeal 
any of the provisions of the Plant 
Quarantine Act. The Act enti- 
tiled “An Act to prohibit tmporta- 
tion or interstate transportation 
of insect. pests. and the use of the 
United States mails for that pur- 
pose,’’ approved March 3, 1905 
(33 Stat. 1269:7 U.S.C. 141-144), 
and the Act entitled “An Act to 
prevent the entry of certain mol- 
lusks into the United States,” 
approved September 22, 1951 (65 
stat. 335; 7 U. S. C. 441), are 
hereby repealed. However, all 
Acts amended or repealed hereby 
shall be deemed to continue in full 
force and effect for the purpose of 
sustaining any action or other pro- 
ceeding with respect to any right 
that accrued, liability that was 
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incurred, or violation that oc- 
curred prior to the effective date 
of this Act. Nothing contained 
in this Act shall affect the validity 
of any findings, regulations, or 
other ‘orders, permits, or certifi- 
cates, which were issued under 
any of the Acts cited in this section 
prior to the effective date of this 
Act and which are in, effect on 
said date, but such findings, regu- 
lations, other orders, permits, and 
certificates shall remain in effect 
unless and until modified in 
accordance with this Act. 

Sec. 201. Subsection (a) of sec- _‘ Inserts in section 102 (a) of the 

tion 102 of the Department of Organic Act of 1944 specific refer- 
Agriculture Organic Act of 1944, ences to certain additional pests 
as amended, (7 U. S. C. 147a), is and provides authority to carry 
hereby further amended by adding out the measures involved with 
after the phrase “or to prevent or respect to any similar pests not 
retard the spread of” the words named in section 102 (a). 
“insect pests, plant diseases, and 
nematodes, such as imported fire 
ant, soybean cyst nematode, witch- 
weed, spotted alfalfa aphid,” 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as in- 
troduced, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed i is shown in roman): 


Act or Marcu 3, 1905 
33 Stat. 1269; 7 U.S. C. -144 


[Sec. 141. Transportation or removal! of insect pests prohibited. 
[No railroad, steamboat, express, stage, or other transportation 
company shall knowingly transport from one State or Territory into 
any other State or Territory, or from the District of Columbia into a 
State or Territory, or from a State or Territory into the District of 
Columbia or from a foreign country into the United States, the gypsy 
moth, brown-tail moth, leopard moth, plum curculio, hop plant louse, 
boll weevil, or any of them in a live state, or other insect in a live 
state which is notoriously injurious to culitvated crops, including 
vegetables, field crops, bush fruits, orchard trees, forest trees, or 
shade trees; or the eggs, pumps, or larvae of any insect injurious as 
adoresaid, except when shipped for scientific purposes under the regu- 
lations provided for in this chapter; nor shall any person remove from 
one State or Territory into another State or Territory, or from a for- 
eign country into the United States, or from a State or Territory nto 
the District of Columbia, or from the District of Columbia into any 
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State or Territory, except for scientific purposes under the regulations 
provided for in this chapter, the gypsy moth, brown-tail moth, leopard 
moth, plum curculio, hop plant louse, boll weevil, or any of them in a 
live state, or other insect in a live state which is notoriously injurious 
to cultivated crops, including vegetables, field crops, bush fruits, 
orchard trees, forest trees, or shade trees; or the eggs, pupae, or larvae 
of any insect jnjurious as aforesaid. (March 3, 1905, ch. 1501, sec. 1, 
33 Stat. 1269.) 


[Sec. 142. Mailing parcels, etc., containing insect pests; punishment. 

[Any letter, parcel, box, or other package containing the gypsy 
moth, brown-tail moth, leopard moth, plum curculio, hop plant louse, 
boll weevil, or any of them in a live state, or other insect in a live 
state which is notoriously injurious to cultivated crops, including 
vegetables, field crops, bush fruits, orchard trees, forest trees, or shade 
trees; or any letter, parcel, box, or package which contains the eggs, 
pupae, or larvae or any insect injurious as aforesaid, whether sealed 
as first-class matter or not, is declared to be nonmailable matter, 
except when mailed for scientific purposes under the regulations pro- 
vided for in this chapter, and shall not be conveyed in the mails, nor 
delivered from any post office, nor by any letter carrier, except when 
mailed for scientific purposes under the regulations provided for in 
this chapter; and any person who shall knowingly deposit, or cause to 
be deposited, for mailing or delivery, anything declared by this section 
to be nonmailable matter, or cause the same to be taken from the 
mails for the purpose of retaining, circulating, or disposing of, or of 
aiding in the retention, circulation, or disposition of the same shall, 
for each and every offense, be fined, upon conviction thereof, not more 
than $5,000 or imprisoned at hard labor not more than five years, or 
both, at the discretion of the court: Provided, That nothing in sections 
141-144 of this title shall authorize any person to open any letter or 
sealed matter of the first class not addressed to himself. (March 3, 
1905, ch. 1501, sec. 2, 33 Stat. 1270.) 


[Sec. 143. Regulations for mailing, transportation, etc., for scientific 
purposes. 


[1t shall be the duty of the Secretary of Agriculture and he is author- 
ized and directed to prepare and promulgate rules and regulations 
under which the insects covered by sections 141 and 142 of this title 
may be mailed, shipped, transported, delivered, and removed, for 
scientific purposes, from one State or Territory into another State or 
Territory, or from the District of Columbia into a State or Territory, 
or from a State or Territory into the District of Columbia, and any 
insects covered by sections 141 and 142 of this title may be so mailed, 
shipped, transported, delivered, and removed, for scientific purposes, 
under the rules and regulations of the Secretary of Agriculture: Pro- 
vided, That the rules and regulations of the Secretary of Agriculture, 
insofar as they affect the method of mailing insects, shall be approved 
by the Postmaster General, and nothing in sections 141-144 of this 
title shall be construed to prevent any State from making and enforc- 
ing laws in furtherance of the purposes of sections 141-144 of this 
title, prohibiting or regulating the admission into that State of insects 
from a foreign country. (March 3, 1905, ch. 1501, sec. 3, 33 Stat. 
1270.) 
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[Sec. 144. Punishment for unlawful transportation or removal. 


[Any person, company, or corporation who shall knowingly violate 
the provisions of section 141 of this title shall,for each offense, be 
fined, upon conviction thereof, not more than $5,000 or imprisoned 
at hard labor not more than five years, or both, at the discretion of 
the court. (March 3, 1905, ch. 1501, sec. 4, 33 Stat. 1270.)J 


[Acr or Sepremper 22, 1951 


[AN ACT To prevent the entry of certain mollusks into the United States. 


[Be it enacted by the Senate and House of Representatives of the 
United States of America in Congress assembled, That the Secretary 
of Agriculture shall establish such facilities for, and prescribe such 
regulations governing, the inspection and treatment of produce, 
baggage, salvaged w ar materials, and other goods entering the 
United States from areas infested with any terrestrial or fresh-water 
mollusk, as he considers necessary to prevent the entry of such 
mollusks into the United States. Whoever violates any such regula- 
tion or imports such a mollusk into the United States shall be fined 
not more than $500 or imprisoned not more than one year, or both. 
The term ‘United States’’, as used in this Act in a territorial sense, 
means the forty-eight States, the District of Columbia, the possessions 
of the United States (except those which the Secretary of Agriculture 
finds are infested with such mollusks), and the Canal Zone.] 


DrPARTMENT OF AGRICULTURE OrGANIC AcT 


(Sec. 102 (a) 7 U.S. C. 147a) 


Sec. 147a. Control and eradication of pests and plant diseases; 
cooperation of States and farmers’ associations; definition of State; 
rules and regulations; appropriations. 

(a) The Secretary of Agriculture either independently or in co- 
operation with States or political subdivisions thereof, farmers’ 
associations, and similar organizations, and individuals, is authorized 
to carry out operations or measures to ‘eradicate, suppress, control, or 
to prevent or retard the spread of insect pests, plant diseases, and 
nematodes, such as imported fire ant, soybean cyst nematode, witchweed, 
spotted alfalfa aphid, Japanese beetle, sweetpotato weevil, Mexican 
fruitflies, citrus canker, gypsy and brown-tail moth, Dutch elm 
disease, phony peach and peach mosaic, cereal rusts, corn borer, 
pink bollworm and thurberia weevil, citrus blackfly, white- fringed 
beetle, wheatstem sawfly, Oriental fruitfly, and Hall scale: Provided, 
That the Secretary of Agriculture is further authorized to cooperate 
with the Government of Mexico or local Mexican authorities in carry- 
ing out necessary surveys and control operations in Mexico in con- 
nection with the eradication, suppression, control, and prevention or 
retardation of the spread of Mexican fruitflies, citrus blackfly and 
pink bollworm and thurberia weevil. In performing the operations 
or measures authorized, in this subsection, the cooperating foreign 
country, State or local agency shall be responsible for the authority 
necessary to carry out the operations or measures on all lands and 
properties within the for eign country or State other than those owned 
or controlled by the Federal Government and for such other facilities 
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and means as in the discretion of the Secretary of Agriculture are 
necessary. As used in this section, the term “State” includes the 
District of Columbia and the Territories and possessions of the 
United States. 


Act oF JANUARY 31, 1942 ““Mexican Borper Act” (7 U. S. C. 149) 


Sec. 149. Regulations, cleaning, etc., of vehicles and materials enter- 
ing from Mexico; administration by Secretary; fees. 


To prevent the introduction of insect pests and plant diseases the 
Secretary of Agriculture is authorized and directed to promulgate 
such rules and regulations as he may deem necessary to regulate the 
entry into the United States from Mexico of railway cars and other 
vehicles and freight, express, baggage, and other materials which 
may carry such pests and to provide for the inspection, cleaning, and, 
when necessary, disinfection of such vehicles and materials; to carry 
out the activities required to accomplish this purpose, the Secretary 
of Agriculture shall use such means as he may deem necessary, in- 
cluding construction and repair of buildings, plants, and equipment 
for fumigation and disinfection or cleaning of vehicles and materials; 
the cleaning and disinfection of vehicles or materials necessary to 
accomplish the purpose shall be carried out by [and] or under the 
direction of authorized inspectors of the Department of Agriculture, 
and the Secretary of Agriculture shall make and collect such charge 
as will cover, as nearly as may be, the average cost of materials, 
facilities, and special labor used in performing such disinfection, and 
fees so collected shall be covered into the Treasury of the United 
States as miscellaneous receipts. (January 31, 1942, ch. 31, 56 
Stat. 40.) 6 
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DISPOSITION OF SUNDRY PAPERS 





Aprit 1, 1957.—Ordered to be printed 





Mrs. Green of Oregon, from the Joint Committee on Disposition of 
Executive Papers, submitted the following 


REPORT 


Pursuant to 59 Stat. 380 and 59 Stat, 434 


The joint select committee of the Senate and House of Repre- 
sentatives, appointed on the part of the Senate and House of Repre- 
sentatives and acting in compliance with the provisions of the act 
approved July 7, 1943 (57 Stat. 380) as amended by the act approved 
July 6, 1945 (59 Stat. 434), respectfully reports to the Senate and 
House of Representatives that it has received and examined the 
report of the Archivist of the United States No. 57-8, dated March 
27, 1957, to the 85th Congress, Ist session, submitting the following 
lists or schedules covering records proposed for disposal by the Gov- 
ernment agencies indicated: 













Job No. | Agency by which submitted Job No, Agency by which submitted 
II-NN A-2319_..| General Services Administration. || II-NNA-2405...| Department of the Air Force. 
II-N N A-2338 Department of the Navy. II-NN A-2406...| Department of the Army. 
II-NNA-~ Department of Commerce. II-NNA-2409...| Department of State. 
II-NNA-2375...| General Services Administration. II-NNA-2414...| Department of Agriculture. 
II-NN A-2394...| Department of the Air Force. II-NNA-2415...| Department of the Air Force. 
II-N N A-2398...| Department of the Army. | II-NNA-~2416... Do. 

II-N N A-2400...| Department of the Navy. | II-NNA-2418... Do. 
II-N N A-2403...| Department of the Air Force. II-NN A-2419..-. Do. 
II-N N A-2404...| General Services Administration, 








Your committee reports that the records proposed for disposal in 
the said lists or schedules reported by the Archivist of the United 
States do not, or will not after the lapse of the period specified, have 
sufficient administrative, legal, research, or other value to warrant 
their continued preservation by the Government and recommends 
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that their disposal be accomplished subject to the proviso of section 
6 and the provisions of section 9 of the aforementioned act, as amended. 
Respectfully submitted to the Senate and House of Representatives, 
Evita GREEN, 
Rosert J. Corsett, 
Members on the Part of the House. 


Ourn D. JoHNsTOoN, 
FRANK CARLSON, 


Members on the Part of the Senate. 
O 








yn 


Ss, 


85TH CoNncrREss t HOUSE OF REPRESENTATIVES Reporr 
1st Session No. 291 


—_—_—_—_——_—_——_————>>— ———S———————S]S]——S—SSS=—=—=—=——S—S 


CIVIL RIGHTS 


Aprit 1, 1957.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Roprno, from the Committee on the Judiciary, submitted the 
following 


REPORT 


(To accompany H. R. 6127] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 6127) to provide means of further securing and protecting the 
civil rights of persons within the jurisdiction of the United States, 
having considered the same, report favorably thereon without. amend- 
ment and recommend that the bill do pass. 


Purpose oF THE BILL 


The bill is designed to protect the civil rights of persons within the 
jurisdiction of the United States. In order to accomplish that objec- 
tive, the bill provides the establishment of a bipartisan commission 
to investigate asserted violations of law in the field of civil rights 
which involve the right to vote and to make studies and recommenda- 
tions of the legal developments and policies of the Federal Government 
with respect to the equal protection of laws under the Constitution 
of the United States. It also provides for an additional Assistant 
Attorney General, who would be in charge of a Civil Rights Division 
in the Department of Justice. The bill amends existing law so as to 
permit the Federal Government to seek from the civil courts pre- 
ventive or other necessary relief in civil-rights cases. Finally, it 
proposes the enactment of new laws to assist in the enforcement of 
the right to vote. 


History oF THE LEGISLATION 


The Committee on the Judiciary had referred to it 60 bills dealing 
with civil rights; these bills touched upon the various aspects of the 
subject matter, including such topics as antilynching, peonage, kid- 
naping, crimes involving civil rights, segregation, voting, fair-employ- 
ment practices, creation of a Civil Rights Commission, of a Joint 
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Congressional Committee on Civil Rights, and of a Civil Rights 
Division in the Department of Justice. 

While a subcommittee conducted hearings on all of those bills, its 
attention was concentrated mainly on two bills, H. R. 1151 and H. R. 
2145, introduced by Representatives Keating and Celler, respectively. 
Those two bills were substantially similar although the latter. bill 
contained additional proposals which related to criminal sanctions. 

The hearings were held on February 4, 5, 6, 7, 18, 14, 25, and 26, 
1957, and printed as Serial No. 1, Civil Rights, hearings before Sub- 
committee No. 5 of the Committee on the Judiciary, House of Repre- 
sentatives, 85th Congress, Ist session, 1,299 pages. In addition to 
the testimony taken on the above dates, the hearings conducted by 
a Judiciary subcommittee in the 84th Congress on similar legislation 
were made part of the record. 

The witnesses who appeared at the hearings represented all the 
various interests concerned with the legislation. Besides the con- 
gressional authors of the bills, the Attorney General of the United 
States testified, as did representatives of various private organizations 
which support civil-rights legislation. Among the witnesses who 
appeared in opposition to che legislation were Members of both Houses 
of Congress, State officials, including governors, attorneys general— 
some being represented by counsel—members of various State legis- 
latures and judiciaries and also representatives of private groups and 
ea which oppose the enactment of the legislation. The 
subcommittee endeavored to grant all persons who could contribute 
constructively to the problem the opportunity to be heard; it knows 
of no person or group who was denied a reasonable opportunity to 
testify or present relevant material on the pending proposals. 

After the hearing had been concluded, the subcommittee proceeded 
to consider the bill H. R. 2145; it struck from the bill all the matter 
it contained and inserted the proposals contained in H. R. 1151. 
While the same substantive proposals had been part of H. R. 2145, 
there was a slight difference in language and form. Moreover, the 
criminal sanctions contained in H. R. 2145 were deleted. 

Other amendments to the proposed bill H. R. 2145 were made by 
the subcommittee, mainly as a result of testimony and evidence ad- 
duced at the hearings. Since a detailed analysis of the bill is set forth 
in this report, a mere mention of the amendments should suffice at 
this point. The subcommittee inserted into the bills rules of procedure 
for the Commission, limitations on the Commission’s subpena power 
were established to prevent abuse; complaints to the Commission are 
to be written and verified; religion was deleted as a category upon 
which discrimination could be predicated and finally the written con- 
sent of the aggrieved party was made a condition precedent in an 
action to recover damages by the Attorney General of the United 
States. 

The bill then recommended by the subcommittee to the full Judici- 
ary Committee contained the four major proposals as set forth in this 
report under the purpose of the bill, as amended by the proposals 
outlined in the above paragraphs. 

The full Judiciary Committee, in its deliberations and consideration 
of the amended bill, H. R. 2145, adopted the four major proposals, 
namely, the creation of the Commission on Civil Rights, the estab- 
lishment of a Civil Rights Division in the Department of Justice, 
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supplement to title 42, United States Code, section 1985, providing 
civil remedies against conspiracies depriving a person of civil rights 
and provision for a civil remedy by the Attorney Benetal to strengthen 
and protect the right to vote. 

Aside from certain technical amendments involving changes in 
language and form, the Judiciary Committee approved the proposal 
of the subcommittee with the following substantive changes: Made 
it a crime to disclose evidence taken in an executive session without 
the consent of the Commission; raised to $12 per day the subsistence 
allowance of a witness; eliminated as a duty of the Commission the 
investigation of allegations of unwarranted economic pressures being 
used as a means of discrimination, but authorized the Commission to 
investigate a deprivation of the right to vote because of religion, as 
well as others; limited the duty of the Commission to study and col- 
lect only the legal developments, constituting a denial of equal pro- 
tection of the laws under the Constitution, thus deleting the social 
and economic aspects of the same problem; waived the conflict of 
interests statute for members of the Commission and voluntary and 
uncompensated personnel; required a showing of reasonable grounds 
of belief that a person is about to engage in an act before restraintive 
or preventative relief may be granted in suits involving title 42, United 
States Code, section 1985, or the right to vote; finall , the provision 
permitting the Attorney General to bring suit to recover damages for 
an aggrieved party because of a deprivation of civil rights or the right 
to vote was eliminated, thus limiting the Attorney General in such 
cases to civil actions for injunctive relief. 

The committee then approved H. R. 2145 as amended but ordered 
the chairman to introduce a clean bill embodying its approved pro- 
posals. This was done and the committee then ordered reported 
favorably the bill H. R. 6127—the clean bill introduced by the chair- 
man at the direction of the committee. 

On July 23, 1956, the House of Representatives passed the bill 
H. R. 627 but no action was taken on that proposal in the Senate. As 
H. R. 627 passed the House, it was substantially similar to the bill 
H. R. 6127 as reported here insofar as the four basic and major pro- 
visions are concerned. ‘They are the provisions for the creation of a 
Commission on Civil Rights and of a Civil Rights Division in the 
Department of Justice and provisions to supplement and strengthen 
existing statutes involving conspiracies depriving one of civil rights 
and the right to vote by authorizing the Attorney General to initiate 
civil actions for injunctive relief in those types of cases. 

There are, however, certain differences between H. R. 627 of the 
84th Congress and H. R. 6127 as reported in the 85th Congress. 
The major differences of a substantive nature relate to rule of pro- 
cedure for the Commission; another is that the provisions of H. R. 
6127 place limitations on the subpena power of the Commission 
which were not contained in H. R.627. Still another is found in H. R. 
6127 whereby willful and unauthorized disclosure of evidence obtained 
in an executive session of the Commission is made a crime; H. R. 627 
had no such provision. 

One of the major variations of those two bills is the elimination from 
H. R. 6127 of the duty of the Commission to investigate allegations 
of unwarranted economic pressure being brought to bear on persons 
because of race, color, religion, or national origin. Such a duty was 
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imposed on the Commission by H. R. 627.. H. R. 6127 also required 
that allegations of complaints filed with the Commission must be in 
writing and verified, whereas H. R. 627 merely required them to be in 
writing. H.R. 6127 imposes upon the Commission the duty to study 
and’ collect information concerning the legal developments con- 
stituting a denial of equal protection of the laws under the Con- 
stitution, but H. R. 627 had meluded the economic and social aspects 
of the same subject matter. 

H. R. 627, as it passed the House, included. in the duties of the 
Commission the responsibility to inquire into illegal voting and also 
into discrimination by reason of sex. Neither of those matters are 
contained in H. R. 6127. 

H. R. 627 placed no restriction on the utilization by the Commis- 
sion of voluntary uncompensated personnel nor were the conflict-of- 
interest statutes waived for such persons and the members of the 
Commission, but H. R. 6127 limits such personnel to 15 at any one 
time and also waives the conflict-of-interest laws. 

Another major difference between the two bills involves the au- 
thorization for the Attorney General to institute civil actions in cer- 
tain cases involving title 42, United States Code, section 1985—dep- 
rivation of certain civil rights—and section 1971—voting rights. 
Under H. R. 627 the Attorney General could bring a civil action in 
the name of the United States but for the benefit. of the real party in 
interest to recover damages as well as other preventive relief. H. R. 
6127 eliminates that authority for redress and permits such civil suits 
to those for or in the name of the United States for proper injunctive 
relief, 

GENERAL STATEMENT 


The history of the United States of America is a running story of 
the continuing struggle to achieve the goal which our Founding 
Fathers recognized in the expression “that all men are created equal, 
that they are endowed by their Creator with certain Unalienable 
rights, that among these are Life, Liberty and the pursuit of Happi- 
ness.” 

The rights and privileges of all Americans are the responsibility of 
the Federal Government because those rights and privileges are 
anchored in the Constitution and laws of the United States; they are 
attributes of national citizenship which recognize the dignity of the 
human being as the true basic reason for the very existence of govern- 
ment itself. Under our American concept of government, the consent 
of the governed is the sole source of political authority. 

Although our record as a nation is definitely one of progress toward 
the achievement of the ideal for which this Government was estab- 
lished, it would not be proper to permit stagnation at any point prior 
to reaching, as far as Sinienke possible, the true American way of 
life. As human beings subject to the frailties of our nature, perfec- 
tion is something that is never achieved but must be honestly and 
conscientiously striven for during every moment of our existence. 
Moreover, any halt in the constant struggle would be a betrayal of 
the national conscience of America which seeks equality for all under 
the law. As Americans, we must also realize and accept the fact that 
the responsibility of worldwide leadership carries with it a concomitant 
duty of providing the world with examples of freedom and liberty for 
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all in our daily lives. Any intolerance or discrimination or depriva- 
tion of our constitutionally guaranteed rights and privileges resound 
and reverberate throughout the globe. But more important than 
even these worldwide ramifications is the right and the duty of the 
Government to fulfill its responsibility to each and every American 
citizen. 

Who but the Federal Government should be the leading example in 
shouldering the burdens for which it was created? In the field of 
civil rights, the Federal Government must assume the ultimate 
responsibility for the protection of individuals when State and local 
enforcement and protection of such rights fail. 

The need for legislation such as proposed by the bill H. R. 6127 has, 
in the opinion of the majority of the members of the committee, been 
clearly established. In support of such a contention are the report of 
the President’s Committee on Civil Rights in 1947, the message of 
President Truman in 1948, and the messages of President Eisenhower 
in 1956 and on January 19, 1957, and corroborating those recom- 
mendations is that of the Attorney General of the United States as 
contained in an executive communication of April 9, 1956, which was 
repeated again during the course of his testimony before the com- 
mittee in 1957. The provisions of the bill H. R. 6127 are designed 
to achieve a more effective enforcement of the rights already guaran- 
teed by the Constitution and laws of the United States. This is 
particularly true with regard to the right of franchise in Federal 
matters. Moreover, the bill reflects what the committee believes to 
be the desire of the American people to continue to expand our 
American concept of freedom. That is done by the creation of a 
Commission on Civil Rights for the purpose of investigation and study 
of a denial of a right to vote because of race, creed, color, or racial 
origin and to analyze the legal developments in Federal policies and 
me involving the constitutional right of equal protection under the 
aws. 

The hearings before the committee indicated the need for what has 
been termed a “necessary minimum”. Moreover, it has been 
demonstrated to the committee that the problem is not a provincial 
one but a national problem. The scope of the bill is that of the entire 
nation and is not directed at nor motivated by any sectional interest. 
Because the problem is a continuing one, and because the committee 
believes that the American body politic seeks progress toward equality 
for all and equal protection of the laws for all, the Commission is 
authorized to make a study upon which to base its recommendations 
for future, if any, legislation in the field of civil rights. While there 
may or may not be in a need for additional legislation, there can be 
no denial of the fact that there is an existing need for an immediate 
strengthening of the enforcement of existing rights. For that reason, 
the bill permits the creation of a Civil Rights Division in the Depart- 
ment of Justice and confers upon the Attorney General of the United 
States the authority to institute civil actions in the name of the 
United States or for the United States to protect the existing rights 
and to expand the right of franchise in Federal elections. 

It is the opinion of the Committee on the Judiciary that the pro- 
posed legislation neither encroaches upon nor diminishes the respective 
powers of a State or the Federal Government as recognized in the Amer- 
ican concept of dual sovereignty. The proposal does not extend nor in- 
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crease the area of civil rights jurisdiction in which the Federal Govern- 
ment is entitled to act. Those rights are presently protected by con- 
stitutional amendment and when violations occur they are subject 
to Federal prosecution. The provisions of the legislation, in fact, 
merely substitute civil proceedings for criminal proceedings in the 
already established field. 

With regard to the proposals involving the right to vote, the Federal 
Government has placed upon it by article I, section 4, of the Constitu- 
tion the authority to regulate the manner of conducting elections and 
that authority is further supplemented by the 14th and 15th amend- 
ments. Of course, such authority is limited to elections for Federal 
office, but the 15th amendment denies the right of any State to abridge 
or deny the right to vote because of race, color, or previous condition 
of servitude. Also, the 14th amendment operates to prevent any 
State from enacting or enforcing a law which would abridge the privi- 
lege and immunity of a United States citizen and denying such a 
person the equal protection of the laws. These two amendments 
expressly authorize Congress to enforce them by legislation. 

The remaining provisions of the legislation relate to the jurisdiction 
of the Federal Government in the field of existing civil rights. The 
Commission created by the proposal is purely investigatory and em- 
powered only to make recommendations. The other provision relat- 
ing to a Civil Rights Division in the Department of Justice concerns 
only the Federal Government. Thus, for the above reasons, it is 
believed that any fear of interference by the Federal Government in 
the traditional rights of a State are wholly unwarranted and unfounded. 


A SrcrTionNAL ANALYSIS OF THE LEGISLATION 
PART I—ESTABLISHMENT OF THE COMMISSION ON CIVIL RIGHTS 


Section 101 of the bill creates a six-man bipartisan Commission on 
Civil Rights in the executive branch of the Government. Members 
of the Commission are to be appointed by the President and confirmed 
by the Senate. The chairman and vice chairman are to be designated 
by the President and a quorum is fixed as four members. 

Section 102 contains the rules of procedure of the Commission. 
The rules require an opening statement on the part of the chairman 
as to the subject matter of the hearing. Witnesses before the Com- 
mission must be furnished with a copy of the rules and are entitled 
to be represented by counsel. The chairman is authorized to discipline 
the meeting and to banish counsel for breaches of decorum, order, 
and unprofessional ethics. 

Whenever the Commission finds that a person may be defamed, 
degraded, or incriminated by reason of testimony or evidence presented 
at a hearing, it must receive such evidence or testimony in executive 
session and afford such person an opportunity to appear as a voluntary 
witness. If requests are made of the Commission to subpena addi- 
tional witnesses, it is within the authority of the Commission to 
consider and dispose of such requests. Evidence of testimony ac- 
quired in executive session can only be released or used in public 
sessions with the consent of the Commission. Any willful and un- 
authorized disclosure is subject to criminal prosecution with punish- 
ment of a fine of not more than $1,000 or imprisonment for not more 
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than a year. Brief and pertinent sworn written statements may be 
inserted in the record before the Commission, which is the sole judge 
of the pertinency of testimony and evidence adduced at its hearings. 
Transcripts of the hearings may be purchased by a witness and, if 
given in executive session, when authorized by the Commission. 
Provision is made for paying a witness $4 a day for attendance at 
and traveling to and from the place of hearing; the mileage reimburse- 
ment from his home is fixed at a rate of 8 cents per mile. If attend- 
ance is required for more than a day, the witness is entitled to an 
additional allowance of $12 per day for subsistence expenses, including 
necessary travel time. Payment for travel must be tendered the 
witness whenever a subpena is served on behalf of the Commission 
or any subcommittee. A person subpenaed by the Commission cannot 
be required to attend if his presence as a witness would be outside 
the geographic limits of the judicial circuit of the United States 
wherein the witness had been found, resided, or transacted business. 

Section 103 fixes the compensation of a member of the Commission 
who is not in the service of the Federal Government at $50 per day 
for each day devoted to the work of the Commission and necessary 
and actual travel expenses are reimbursable as well as a per diem 
allowance of $12 in lieu of actual expenses. Any member of the 
Commission who is in the service of the Government of the United 
States is not entitled to compensation other than that which he receives 
for such other service. But such a person may be reimbursed for 
actual and necessary travel expenses and is allowed a per diem allow- 
ance of $12 in lieu of actual expenses for subsistence. 

Section 104 sets forth the duties of the Commission. The Com- 
mission is empowered to investigate deprivation of the right of 
citizens of the United States to vote by reason of their color, race, 
religion or national origin. Such allegations, however, must ‘be in 
writing and under oath or affirmation and shall set forth the facts 
upon which such belief is predicated. 

The second duty imposed upon the Commission is to study and 
collect information relating to the legal developments which constitute 
a denial of equal protection of the laws under the Constitution. 

The third duty requires the appraisal of the laws and policies of the 
Federal Government with respect to equal protection of the laws under 
the Constitution. 

The Commission is authorized to submit to the President interim 
reports whenever it deems fit, or when called upon by the President. 
The bill requires a final report of the Commission’s work and recom- 
mendations no later than 2 years from the date of the enactment of 
this act. Sixty days after submission of the final report the Com- 
mission shall cease to exist. 

Section 105 sets forth the powers of the Commission. It authorizes 
the employment of a full-time staff director and such other personnel 
as the Commission deems necessary. Employment must be in 
accordance with civil service and classification laws, and it may 
employ on a temporary basis experts or consultants in accordance 
= section 15 of the act of August 2, 1946 (60 Stat. 810; 5 U.S. C. 

55 (a)). The rate of compensation ‘for such individuals may not 
exceed $50 per day. The Commission is authorized to utilize the 
services of voluntary and uncompensated personnel and to reimburse 
them for travel and subsistence while engaged in the work of the 
Commission. Provision is made, however, that not more than 15 
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persons may be employed in such capacity at any one time. It is 
the opinion of the committee also that the Commission should not 
employ at any one time more than half of this type of personnel who 
are affiliated with the same organization or group. 

Provision is made for the Commission to establish advisory com- 
mittees and to consult with local and State representatives such as 
governors, attorney generals, and other State or local officials, as well 
as representatives and members of private organizations. 

Waiver of the conflict-of-interest statutes is provided for members 
of the Commission as well as voluntary and uncompensated personnel. 

The cooperation of Federal agencies with the Commission in order 
that it may carry out its functions and duties is authorized. 

The Commission, or upon the authorization of the Commission, 
subcommittees of at least two or more members, at least one of whom 
must be of each major political party, may hold such hearings and 
act at such times and places as deemed advisable. Subpenas may be 
issued over the signature of the Chairman of the Commission or of 
the subcommittee and service may be made by anyone designated by 
such chairman. 

In the case of contumacy or refusal to obey a subpena, the Attorney 
General of the United States is authorized to apply to a United States 
district court or a United States court of any Territory or possession 
wherein the inquiry is carried on or within whose jurisdiction the per- 
son guilty of contumacy or refusal to obey is found or resides or trans- 
acts business, for an order requiring appearance before the Commis- 
sion or its subcommittee. Failure to obey such an order of the court 
may be punished by the court as a contempt thereof. 

Section 106 authorizes an appropriation of moneys, not otherwise 
appropriated, as may be necessary to carry out the provisions of the 
act. 

The need for the creation of a Civil Rights Commission as provided 
in title 1 of the bill is to be found in the very nature of the problem 
involved; the complexity of the subject matter demands greater 
knowledge and understanding of every facet of the problem. For 
that reason, the proposal creates a factfinding and investigatory body. 
Its primary purpose is to collect and accumulate data so that a more 
intelligent study of the problem may be made. At the present time 
there is no agency in the executive branch of the Government with 
the authority to accomplish the objective for which the Commission 
is to be created. The subject matter which the Commission is di- 
rected to investigate and study is beyond the authority of the Federal 
Bureau of Investigation. Yet, at the same time, many governmental 
agencies are compiling daily information on almost every aspect of 
our lives. It is believed that the creation of this Commission will fill 
that vacuum and that its recommendation will result in a more in- 
telligent understanding and approach to this vital problem. Presi- 
dents Truman and Eisenhower have advocated such a Commission 
and the present Attorney General has recommended it. 


PART II—PROVISION FOR AN ADDITIONAL ASSISTANT ATTORNEY 
GENERAL 


Section 111 of the bill authorizes the appointment by the President, 
with the advice and consent of the Senate, an additional Assistant 
Attorney General under the supervision of the Attorney General. 
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While the bill does not specify that the additional Assistant Attorney 
General authorized by section 111 shall be the head of a Civil Rights 
Division in the Department of Justice, it is the understanding of the 
committee, predicated upon testimony of the Attorney General, that 
the individual authorized to be employed by this section will be so 
designated and given such responsibility. The reason for not specifi- 
cally stating the title and duties of the newly authorized assistant is 
purely one of internal management on the part of the Attorney 
General as head of the Department of Justice. 

At present there is in the Department of Justice as part of the 
Criminal Division a section known as the Civil Rights Section. 
It was first created in 1939. Its function and purpose has been to 
direct, supervise, and conduct criminal prosecutions of violations 
of the laws and Constitution of the United States guaranteeing 
individual civil rights. It is also charged with enforcement of the 
criminal provisions of the Fair Labor Standards Act (29 U.S. C. 201, 
et seq.), the penalty provisions of the Safety Appliances Act, relating 
to railroads (45 U.S. C. 1, et seq.), the Kickback Act (18 U.S. C. 874), 
and certain statutes relating to elections. 

However, it is no longer logical that this section should remain as 
a subdivision of the Criminal Division since recently the Justice 
Department has been obliged to engage in activities of a civil nature 
in the civil rights field. ‘Typical examples is the litigation arising out 
of the situations in Hoxie, Ark., and Clinton, Tenn. Moreover, the 
adoption by Congress of the proposals as contained in parts III and 
IV of the bill would increase the volume of litigation in which the 
Department of Justice would be involved. 

Probably the most important factor providing for such a Division 
is the fact that the problems which arise in the area of civil rights are 
extremely complex and very delicate in nature. The problem touches 
the very essence of Federal-State relationship and, therefore, requires 
a centralized responsibility in the person of an eminently qualified 
attorney with the prestige of a Presidential appointment behind him. 
The responsibility of such a position demands complete attention at 
all times to the many and varied aspects of the civil rights program 
as it exists under Federal jurisdiction. The creation of this position 
has received the same endorsement and recommendations as has the 
creation of the Commission on Civil Rights. The salary of the 
position would be commensurate with that of other Assistant 
Attorneys General; namely, $20,000 annually. 


PART III-——-TO STRENGTHEN THE CIVIL RIGHTS STATUTES, AND FOR 
OTHER PURPOSES 


Section 121 amends title 42, United States Code, section 1985 (sec. 
1980 of the Revised Statutes) by adding two new paragraphs at the 
end thereof. The first of the new paragraphs provides that the 
Attorney General may institute for the United States or in the name 
of the United States a civil action for preventive relief whenever a 
person has committed any acts or practices which would give rise to a 
cause of action under the existing law as contained in section 1985. 
It further provides that the United States shall be liable for costs 
the same as a private person. The second new paragraph confers 
jurisdiction upon the United States district courts of the United States 
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to entertain proceedings instituted pursuant to this section and further 
provides that such jurisdiction shall be entertained without regard to 
whether the party aggrieved shall have exhausted any administrative 
or other judicial remedies. 

Section 1985 of title 42, United States Code, often referred to as the 
Ku Klux Act, provides a civil remedy in damages to a person damaged 
as a result of conspiracies to deprive one of certain civil rights. The 
law presently is comprised of three subsections; the first establishes 
liability for damages against any person who conspires to interfere 
with an officer of the United States in the discharge of his duties and 
as a result thereof injures or deprives another of rights or privileges 
of a citizen of the United States; the second subsection establishes 
liability for damages against any person who conspires to intimidate 
or injure parties, witnesses, or jurors involved in any court matter or 
who conspires to obstruct the due process of justice in any State court 
made with the intent to deny to any citizen the equal protection of 
the laws as the result of the conspiracies for injury or deprivation of 
another’s rights or privileges as a citizen of the United States; the 
third subsection establishes liability for damages against any person 
who conspires to deprive another of equal protections of the laws or 
of equal privileges and immunities under the laws, or of the right to 
vote in elections affecting Federal offices if the result is to injure or 
deprive another of rights and privileges of a citizen of the United 
States. 

The effect of the provisions of the proposed bill on existing law as 
contained in title 42, United States Code, section 1985 is not to expand 
the rights presently protected but merely to provide the Attorney 
General with the right to bring a civil action or other proper proc eeding 
for relief to prevent acts or practices which would give rise to a cause 
of action under the three existing subsections. ‘hus the proposal 
does create a new remedy. Moreover, it authorizes the Attorney 
General to institute an action whenever any persons are about to en- 
gage in those acts and practices which would give rise to any of the 
three causes of action, hereinabove mentioned, so long as there are 
reasonable grounds to believe that such persons are about to commit 
such acts and practices. 

Since section 2412 (a) of title 20, United States Code, provides that 
the United Stats can only be liable for fees and costs when such liability 
is expressly provided for by an act of Congress, the proposed new 
subsection so provides. Thus, the United States is placed on the same 
footing as a private person as to liability for costs in any proceeding 
under section 1985. 

The new subsection designated as the “fifth” provides that the 
district courts of the United States shall have jurisdiction of the 
proceedings instituted pursuant to section 1985, as amended, by this 
proposal. It also dispenses with any requirement of the exhaustion of 
State administrative or other remedies that may be provided by law. 
Insofar as State judicial remedies are concerned, this new proposal 
is declaratory of existing law. In Lane v. Wilson (307 U.S. 268, 274 
(1939)), the Supreme Court of the United States ruled that there 
was no requirement that a party exhaust State judicial remedies before 
resorting to a Federal court for relief pursuant to a Federal civil- 
rights statute. As to the exhaustion of State administrative remedies, 
the proposal does change existing laws to a certain extent. In two 
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cases, Peay v. Cox (190 F. 2d 123 (1951)), and Carson v. Warlick 
(238 F. 2d 724 (1956), cert. den.,—U. S.—March 25, 1957, No. 748), 
it was held by the courts than an exhaustion of State administrative 
remedies was necessary before seeking relief in the Federal district 
court. In the first case, the right to vote was involved and the second 
case involved school segregation. The Committee on the Judiciary 
believes that a waiver of the doctrine of exhaustion of State admin- 
istrative remedies is necessary in civil-rights cases, particularly 
when injunctive relief is sought, This is particularly so in order that 
action may be properly taken to prevent deprivation of the rights 
involved rather than wait until an injury has occurred. This is 
particularly true with regard to election matters where the action 
complained of can result in a deprivation of the individual’s right 
to vote. The important question is to permit the right to be exercised 
and, therefore, the harm should be prevented before it occurs. More- 
over, by authorizing such civil proceedings for preventive relief or 
for a declaratory judgment, the constitionality of election practices 
may be quickly determined and appropriate relief awarded. The 
proposal would also solve the problem where subterfuge and subtleties 
are resorted to on the administrative level so as to deprive an individual 
of his rights. 

The Attorney General has recommended this provision both in his 
testimony before the committee and in his executive communication 
on civil rights dated April 9, 1956. 

Section 122 amends section 1343 of title 28, United States Code. 
These amendments are merely technical amendments to the Judicial 
Code so as to conform it with amendments made to existing law by 
the preceding section of the bill. The first part of the proposal amends 
the catch line of a section, and the other section adds a new paragraph 
setting forth the jurisdiction of the court. 


PART IV—TO PROVIDE MEANS FOR FURTHER SECURING AND PROTECTING 
THE RIGHT TO VOTE 


Section 131 of the bill amends and supplements title 42 United 
States Code 1971 (sec. 204 of the Revised Statutes). The first two 
amendments made by this section are merely technical. The remain- 
ing part of the section, however, consists of substantive amendments 
which supplement existing law. Subsection (ec) of this section adds 
new matter. The provision is a further declaration of the right to 
vote for Federal offices. It states clearly that it is unlawful for a 
private individual as well as one acting under color of law to interfere 
or attempt to interfere with the right to vote at any general, special, 
or primary election concerning Federal offices. ‘This amendment, 
however, does not provide for a remedy. However, the succeeding 
subsection of the amendment, which is designated subsection (c), 
does provide a remedy in the form of a civil action instituted on the 
part of the Attorney General to prevent an act which would deprive 
a person of any right or privilege secured by subsections (a) or (b) of 
section 1971, as amended by this bill. The Attorney General would 
be authorized to institute for the United States or in the United States 
a civil action or other proper proceeding for preventive relief when 
any person has engaged or there are reasonable grounds to believe 
that a person is about to engage in any act or practice which would 
deprive a person of the right to vote as secured by the preceding sub- 
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sections. In addition, the Government is made liable for costs in 
such action the same as a private person. The subsection designated 
by the bill as the new subsection é) is the same as that contained in 
part III of the bill, namely, it confers jurisdiction on the district 
courts of the United States to entertain proceedings instituted pur- 
suant to title 42 United States Code, section 1971, as amended b 
this bill. It also carries the same provision that the jurisdiction shall 
be exercised regardless of whether or not the party thereto shall have 
any administrative or other remedies provided by law. 

Under the present language of section 1971 of title 42 United States 
Code, provision is made for a legislative declaration of the right to 
vote at any election without distinction as to race, color, or previous 
condition of servitude. However, there is no sanction expressed. 
Section 1983 of title 42 United States Code has been used to enforce 
the rights, legislatively declared in the existing law, as contained in 
section 1971 of the same title. 

Section 1983 provides that anyone, who, under the color of any 
statute, ordinance, regulation, custom or usage of any State or 
Territory, subjects or causes to be subjected any citizen of the United 
States, or any other person within the jurisdiction thereof, to the 
deprivation of any rights, privileges, or immunities secured by the 
Constitution and laws, shall be liable to the party injured in an action 
at law, suit in equity, or other proper proceeding for redress. Recov- 
eries have been made pursuant to that remedy for deprivation of the 
right to vote (Chapman v. King (154 F. 2d 460)). An injunctive 
relief was secured in Brown v. Baskin (78 F. Supp. 933) (1948, 80 F. 
Supp. 1017 (1948), affirmed 174 F. 2d 391 (1949)). 

The provisions of the designated subsection (c) are clearly and 
undoubtedly constitutional under the authority of U. S. v. Classic 
(313 U.S. 299). The doctrine of that case establishes the authority 
in Congress to legislate concerning any and all elections affecting 
Federal offices, whether general, special, or primary, as long as they 
are “an integral part of the procedure of choice or where in fact the 
primary effectively controls their choice.” See also Nizon v. Condon 
(286 U.S. 73, (1932)); Smith v. Albright (321 U.S. 649 (1944)); Rice 
v. Elmore (165 F. 2d 387 (1947)); cert. den. (333 U. S. 875 (1948)); 
Terry v. Adams (345 U.S. 461, (1952)). 

Insofar as the right of Congress to protect voters in elections for 
Federal offices from interference by action of private individuals, 
as distinguished from official action under the color of law, is concerned, 
again the ruling in the case of U. S. vs. Classic, supra, is controlling. 
Under that ruling the right to choose— 


is a right secured by the Constitution * * * and since the 
constitutional command is without restriction or limitation, 
the right, unlike those guaranteed by the 14th and 15th 
amendments, is secured against the action of individuals as 
well as of States, supra, page 315. 


This right to vote for Federal offices is, as is the right to vote in all 
other matters, the foundation of our representative form of Govern- 
ment. It is the sole means by which the principle of consent of the 
governed as the source of governmental authority is made a living 
thing. Deprivation of the right to vote is the first step on the road to 
tyranny and dictatorship. The right of franchise must be protected 








7, ewNa Ff FF ee 


CIVIL RIGHTS 13 


by the sovereign if representative government is to be maintained. 
Therefore, the sovereign, acting within its constitutional jurisdiction 
must preserve this fundamental and basic right against any and all 
unlawful interference. That the proposal of this section does that 
very thing is clear. Nothing contained in the proposal in any way 
infringes upon the power given to the States under the Constitution 
to fix the qualifications of the voters. It must be remembered that 
such power, however, is not unlimited, as indicated by the express 
power given to Congress to regulate the manner of conducting elec- 
tions as well as by the 14th and 15th amendments, both of which ex- 
pressly confer upon the Congress the power to enforce them by appro- 
priate regulations. 

The Attorney General has approved the substantive provisions of 
part 1V of the proposal. 

Section 141 of the bill merely designates this act to be cited as the 
Civil Rights Act of 1957. 


EXECUTIVE COMMUNICATION 


There is included here an executive communication from Hon. 
Herbert Brownell, Jr., Attorney General of the United States, directed 
to the Speaker of the House of Representatives, dated April 9, 1956, 
relating to civil-rights legislation. The Attorney General, when he 
appeared before the committee during the course of its hearings in this 
Congress reiterated in substance the recommendations contained in 
the attached communication. 


ApRIL 9, 1956. 
The SPEAKER, 
House of Representatives, Washington, D. C. 

Dear Mr. Speaker: Ata time when many Americans are separated 
by deep emotions as to the rights of some of our citizens as guaranteed 
by the Constitution, there is a constant need for restraint, calm judg- 
ment, and understanding. Obedience to law as interpreted by the 
courts is the way differences are and must be resolved. It is essential 
to prevent extremists from causing irreparable harm. 

In keeping with this spirit, President Eisenhower, in his state of the 
Union message, said: 

“It is disturbing that in some localities allegations persist that 
Negro citizens are being deprived of their right to vote and are like- 
wise being subjected to unwarranted economic pressures. I recom- 
mend that the substance of these charges be thoroughly examined by 
a Bipartisan Commission created by the Congress. It is hoped that 
such a Commission will be established promptly so that it may arrive 
at findings which can receive early consideration. * * * 

“We must strive to have every person judged and measured by what 
he is, rather than by his color, race, or religion. There will soon be 
recommended to the Congress a program further to advance the 
efforts of the Government, within the area of Federal responsibility, 
to accomplish these objectives.” 


I 


The right to vote is one of our most precious rights. It is the corner- 
stone of our form of government and affords protection for our other 
rights. It must be safeguarded. 
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Where there are charges that by one means or another the vote is 
being denied, we must find out all of the facts—the extent, the meth- 
ods, “the results. The same is true of substantial charges that. un- 
warranted economic or other pressures are being applied to deny 
fundamental rights safeguarded by the Constitution and laws of the 
United States. 

The need for a full scale public study as requested by the President 
is manifest. The executive branch of the Federal Government has no 
general investigative power of the scope required to undertake such a 
study. ‘The study should be objective and free from partisanship. 
It should be broad and at the same time thorough. 

Civil rights are of primary concern to all our people. To this end 
the Commission’s membership must be truly bipartisan and geo- 
graphically representative. 

A bill detailing the Commission proposal is submitted with this 
statement. 

The proposed legislation provides that the Commission shall have 
six members, appointed by the President with the advice and consent 
of the Senate. No more than three may be of the same political party. 
The Commission will be temporary, expiring 2 years from the effective 
date of the statute, unless extended by Congress. It will have 
authority to subpena witnesses, take testimony under oath, and 
request necessary data from any executive department or agency. It 
may be required to make interim reports pending completion of a 
comprehensive final report containing findings and recommendations. 

The Commission will have authority to hold public hearings. 
Knowledge and understanding of every element of the problem will 
give greater clarity and perspective to one of the most difficult prob- 
lems faci ing our country. Such a study, fairly conducted, will tend to 
unite responsible people in common effort to solve these problems. 
Investigation and hearings will bring into sharper focus the areas of 
responsibility of the Federal Government and of the States under our 
constitutional system. Through greater public understanding, there- 
fore, the Commission may chart a course of progress to guide us in the 
years ahead, 

Il 


At present the Civil Rights Section of the Department of Justice 
is one of a number of sections located within the Criminal Division. 
The protection of civil rights guaranteed by the Constitution is a 
governmental function and responsibility of first importance. It 
merits the full direction of a highly qualified lawyer, with the status 
of Assistant Attorney General, appointed by the President with the 
advice and consent of the Senate. 

In this area, as pointed out more fully below, more emphasis should 
be on civil law remedies. The civil mghts enforcement activities of 
the Department of Justice should not, therefore, be confined to the 
Criminal Division. 

The decisions and decrees of the United States Supreme Court 
relating to integration in the field of education and in other areas, 
and the civil rights cases coming before the lower Federal courts in 
increasing numbers, are indicative of generally broadening legal ac- 
tivity in the civil rights field. 

These considerations call for the authorization of an additional 
Assistant Attorney General to direct the Government’s legal activi- 
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ties in the field of civil rights. A draft of legislation to effect this 
result is submitted herewith. 


Il 


The present laws affecting the right of franchise were conceived in 
another era. ‘Today every interference with this right should not 
necessarily be treated as a crime. Yet the only method of enforcing 
existing laws protecting this right is through criminal proceedings. 

Civil remedies have not been available to the Attorney General in 
this field. We think that they should be. Criminal cases in a field 
charged with emotion are extraordinarily difficult for all concerned. 
Our ultimate goal is the safeguarding of the free exercise of the voting 
right, subject to the legitimate power of the State to prescribe neces- 
sary and fair voting qualifications. To this end, civil proceedings to 
forestall denials of the right may often be far more effective in the 
long run than harsh criminal proceedings to punish after the event. 

The existing civil voting statute (sec. 1971 of title 42, U. S. C.) 
declares that all citizens who are otherwise qualified to vote at any 
election (State or Federal) shall be entitled to exercise their vote 
without distinction of race or color. The statute is limited, however, 
to deprivations of voting rights by State officers or other persons 
purporting to act under authority of law. In the interest of proper 
ae enforcement to guarantee to all of our citizens the rights to which 
they are entitled under the Constitution, I urge consideration by the 
Congress and the proposed Bipartisan Commission of three changes. 

First, addition of a section which will prevent anyone from threat- 
ening, intimidating, or coercing an individual in the exercise of his 
right to vote, whether claiming to act under authority of law or not, 
in any election, general, special, or primary, concerning candidates 
for Federal office. 

Second, authorization to the Attorney General to bring injunction 
or other civil proceedings on behalf of the United States or the ag- 
grieved person in any case covered by the statute, as so changed. 

Third, elimination of the requirement that all State administrative 
and judicial remedies must be exhausted before access can be had to 
the Federal court. 

IV 


Under another civil rights statute (sec. 1985 of title 42 of the 
United States Code) conspiracies to interfere with certain rights can 
be redressed only by a civil suit by the individual injured thereby. 
I urge consideration by the Congress and the proposed Bipartisan 
Commission of a proposal authorizing the Attorney General to initiate 
civil action where necessary to protect the rights secured by that 
statute. 

I believe that consideration of these proposals not only will give us 
the means intelligently to meet our responsibility for the safeguarding 
of constitutional rights in this country, but will reaffirm our deter- 
mination to secure equal justice under law for all people. 

Sincerely, 
HERBERT BROWNELL, Jr., 
Attorney General, 
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CHANGES IN Existine Law 


In compliance with clause 3 of rule XIII of the House of Repre- 
sentatives, there is printed below in roman existing law in which no 
change is proposed by enactment of the bill as here reported; matter 

roposed to be iliektas by the bill as here reported is enclosed in 
black brackets; new language proposed by the bill as here reported 
is printed in italics: 


Section 1980 or tHe Revisep Statutes or THE UNITED StatTEs 


Src. 1y80. First. If two or more persons in any State or Territory 
conspire to prevent, by force, intimidation, or threat, any person 
from accepting or hol ing any office, trust, or place of confidence 
under the United States or from discharging any duties thereof; or 
to induce by like means any officer of the United States to leave any 
State, district, or place, where his duties as an officer are required to 
be performed, or to injure him in his person or property on account 
of his lawful discharge of the duties of his office, or while engaged in 
the lawful discharge thereof, or to injure his property so as to molest, 
interrupt, hinder, or impede him in the discharge of his official duties: 

Second. If two or more persons in any State or Territory conspire 
to deter, by force, intimidation, or threat, any party or witness in any 
court of the United States from attending such court, or from testifying 
to any matter pending therein, freely, fully, and truthfully, or to 
injure such party or witness in his person or property on account of 
his having so attended or testified, or to influence the verdict, present- 
ment, or indictment of any grand or petit juror in any such court, or 
to injure such juror in his person or property on account of any verdict, 
presentment, or indictment lawfully assented to by him, or of his 
being or having been such juror; or if two or more persons conspire for 
the purpose of “impeding, hindering, obstructing, or defeating, in any 
manner, the due course of justice in any State or Territory, with intent 
to deny 'to any citizen the equal protection of the laws, or to injure him 
or his property for lawfully enforcing, or attempting to enforce, the 

right of any person, or class of persons, to the equal protection of 
the laws; 

Third. If two or more persons in any State or Territory conspire 
or go in disguise on the highway or on the premises of another, for the 
purpose of de priving, either directly or indirectly any person or class 
of persons of the equal protection ‘of the laws, or of equal privileges 
and immunities under the law: or for the purpose of preventing or 
hindering the constituted authorities of any State or Territory from 
giving or securing to all persons within such State or Territory the 
equal protection of the laws; or if two or more persons conspire to 
prevent by force, intimidation, or threat, any citizen who is lawfully 
entitled to vote, from giving his support or advocacy in a legal manner, 
toward or in favor of the election of any lawfully qualified person 
as an elector for President or Vice President, or as a Member of 
Congress of the United States; or to injure any citizen in person or 
property on account of such support or advocacy; in any case of 
conspiracy set forth in this section, if one or more persons engaged 
therein do, or cause to be done, any act in furtherance of the object 
of such conspiracy, whereby another is injured in his person or 
property or deprived of having and exercising any right or privilege 
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of a citizen of the United States, the party so injured or deprived 
may have an action for the recovery of damages, occasioned by such 
injury or deprivation, against any one or more of the conspirators. 

Fourth. Whenever any persons have engaged or there are reasonable 
grounds to believe that any persons are about to engage in any acts or 
practices which would give rise to a cause of action pursuant to para- 
graphs First, Second, or Third, the Attorney General may institute 
for the United States, or in the name of the United States, a civil action 
or other proper proceeding for preventive relief, including an application 
for a permanent or temporary injunction, restraining order, or other 
order. In any proceeding hereunder the United States shall be liable 
for costs the same as a private person. 

Fifth. The district courts of the United States shall have qurisdiction 
of proceedings instituted pursuant to this section and shall erercise the 
same without regard to whether the party aggrieved shall have exhausted 
any administrative or other remedies that may be provided by law. 


Tirte 28, Untrep Srates Cops, Section 1343 


§ 1343. Civil Rights [.] and elective franchise. 


The district courts shall have original jurisdiction of any civil action 
authorized by law to be commenced by any person: 

(1) To recover damages for injury to his person or property, or 
because of the deprivation of any right or privilege of a citizen 
of the United States, by any act done in furtherance of any con- 
spiracy mentioned in section 47 of Title 8; 

(2) To recover damages from any person who fails to prevent 
or to aid in preventing any wrongs mentioned in section 47 of 
Title 8 which he had knowledge were about to occur and power 
to prevent; 

(3) To redress the deprivation, under color of any State law, 
statute, ordinance, regulation, custom or usage, of any right, 
privilege or immunity secured by the Constitution of the United 
States or by any Act of Congress providing for equal rights of 
citizens or of all persons within the jurisdiction of the United 
States [.] ; 

(4) Yo recover damages or to secure equitable or other relief under 
any Act of Congress providing for the protection of civil rights, 
including the right to vote. 


Catcu Line or Secrion 2004 or tae Revisep STATUTES OF THE 
UNITED STATES 


_Sec. 2004. [Race, color or previous condition not to affect the 
right to vote. 9 Voting rights. 


Secrion 2004 or roe Revisep Statutes oF THE Unrrep States 


Sec. 2004. (a) All citizens of the United States who are otherwise 
ualified by law to vote at any election by the people in any State, 
‘erritory, district, county, city, parish, township, school district, 
municipality, or other territorial subdivision, shall be entitled and 

allowed to vote at all such elections, without distinction of race, color, 
or previous condition of servitude; any constitution, law, custom, 
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usage, or regulation of any State or Territory, or by or under its 
authority, to the contrary notwithstanding. 

(b) No person, whether acting under color of law or otherwise, shall 
intimidate, threaten, coerce, or attempt to intimidate, threaten, or coerce 
any other person for the purpose of interfering with the right of such 
other person to vote or to vote as he may choose, or of causing such other 
person to vote for, or not to vote for, any candidate for the office of Presi- 
dent, Vice President, Presidential elector, Member of the Senate, or 
Member of the House of Representatives, Delegates or Commissioners 
from the Territories or possessions, at any general, special, or primary 
election held solely or in part for the purpose of selecting or electing any 
such candidate. 

(c) Whenever any person has engaged or there are reasonable grounds 
to believe that any person is about to engage in any act or practice which 
would deprive any other person of any right or privilege secured by sub- 
section (a) or (6), the Attorney General may institute for the United 
States, or in the name of the United States, a civil action or other proper 
proceeding | or preventive relief, including an application for a permanent 
or temporary injunction, restraining order, or other order. In any 
proceeding hereunder the United States shall be liable for costs the same as 
a private person. 

(d) The district courts of the United States shall have jurisdiction of 
proceedings instituted pursuant to this section and shall exercise the same 
without regard to whether the party aggrieved shall have exhausted any 
administrative or other remedies that may be provided by law. 


fH. R 6127, 85th Cong., Ist Sess.] 


A BILL To provide means of further securing and protecting the civil rights of 
persons within the jurisdiction of the United States 


Re it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, 


Part I—EstraBiIsHMENT OF THE CommtIssiION ON Crvit Riacuts 


Src. 101. (a) There is created in the executive branch of the 
Government a Commission on Civil Rights (hereinafter called the 
““Commission”’). 

(b) The Commission shall be composed of six members who shall 
be appointed by the President by and with the advice and consent 
of the Senate. Not more than three of the members shall at any one 
time be of the same pclitical party. 

(c) The President s! a!l designate one of the members of the Com- 
mission as Chairman and one as Vice Chairman. The Vice Chairman 
shall act as Chairman in the absence or disability of the Chairman, or 
in the event of a vacancy in that office. 

(d) Any vacancy in the Commission shall not affect its powers and 
shall be filled in the same manner, and subject to the same limitation 
with respect to party affiliations as the original appointment was 
made. 


(e) Four members of the Commission shall constitute a quorum. 
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RULES OF PROCEDURE OF THE COMMISSION 





Src. 102. (a) The Chairman or one designated by him to act as 
Chairman at a hearing of the Commission shall announce in an open- 
ing statement the subject of the hearing. 

(b) A copy of the Commission’s rules shall be made available to the 
witness before the Commission. 

(c) Witnesses at the hearings may be accompanied by their own 
counsel for the purpose of advising them concerning their constitu- 
tional rights. 

(d) The Chairman or Acting Chairman may punish breaches of 
order and decorum and unprofessional ethics on the part of counsel, 
by censure and exclusion from the hearings. 

(e) If the Commission determines that evidence or testimony at 
any hearing may tend to defame, degrade, or incriminate any person, 
it shall (1) receive such evidence or testimony in executive session; 
(2) afford such person an opportunity voluntarily to appear as a wit- 
ness; and (3) receive and dispose of requests from such person to 
subpena additional witnesses. 

(f) Except as provided in sections 102 and 105 (f) of this Act, the 
Chairman shall receive and the Commission shall dispose of requests 
to subpena additional witnesses. 

(gz) No evidence or testimony taken in executive session may be 
released or used in public sessions without the consent of the Com- 
mission. Whoever releases or uses in public without the consent of the 
Commission evidence or testimony taken in executive session shall be 
fined not more than $1,000, or imprisoned for not more than one year. 

(h) In the discretion of the Commission, witnesses may submit 
brief and pertinent sworn statements in writing for inclusion in the 
record. ‘The Commission is the sole judge of the pertinency of testi- 
mony and evidence adduced at its hearings. 

(i) Upon payment of the cost thereof, a witness may obtain a 
transcript copy of his testimony given at a public session, or, if given 
at an executive session, when authorized by the Commission. 

(j) A witness attending any session of the Commission shall receive 
$4 for each day’s attendance and for the time necessarily occupied in 
going to and returning from the same, and 8 cents per mile for going 
from and returning to his place of residence. Witnesses who attend 
at points so far removed from their respective residences as to prohibit 
return thereto from day to day shall be entitled to an additional allow- 
ance of $12 per day for expenses of subsistence, including the time 
necessarily occupied in going to and returning from the place of 
attendance. Mileage payments shall be tendered to the witness upon 
service of a subpena issued on behalf of the Commission or any 
subcommittee thereof. 

(k) ‘The Commission shall not issue any subpena for the attendance 
and testimony of witnesses or for the production of written or other 
matter which would require the presence of the party subpenaed at a 
hearing to be held outside of the judicial circuit of the United States, 
as defined in section 41 of title 28 of the United States Code, wherein 
the witness is found or resides or transacts business. 
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COMPENSATION OF MEMBERS OF THE COMMISSION 


Szc. 103. (a) Each member of the Commission who is not otherwise in 
the service of the Government of the United States shall receive the 
sum of $50 per day for each day spent in the work of the Commission 
shall be reimbursed for actual and necessary travel expenses, an 
shall receive a per diem allowance of $12 in lieu of actual expenses 
for subsistence, inclusive of fees or tips to porters and stewards. 

(b) Each member of the Commission who is otherwise in the service 
of the Government of the United States shall serve without compensa- 
tion in addition to that received for such other service, but while en- 
gaged in the work of the Commission shall be reimbursed for actual 
and necessary travel expenses, and shall receive a per diem allowance 
of $12 in lieu of actual expenses for subsistence, inclusive of fees or 
tips to porters and stewards. 


DUTIES OF THE COMMISSION 


Sec. 104. (a) The Commission shall— 

(1) investigate allegations in writing under oath or affirmation 
that certain citizens of the United States are being deprived of 
their right to vote by reason of their color, race, religion, or na- 
tional origin; which writing, under oath or affirmation, shall set 
forth the facts upon which such belief or beliefs are based; 

(2) study and collect information concerning legal develop- 
ments constituting a denial of equal protection of the laws under 
the Constitution; and 

(3) appraise the laws and policies of the Federal Government 
with respect to equal protection of the laws under the Constitu- 
tion. 

(b) The Commission shall submit interim reports to the President 
at such times as either the Commission or the President shall deem 
desirable, and shall submit to the President a final and comprehensive 
report of its activities, findings, and recommendations not later than 
two years from the date of the enactment of this Act. 

(c) Sixty days after the submission of its final report and recom- 
mendations the Commission shall cease to exist. 


POWERS OF THE COMMISSION 


Sec. 105. (a) Within the limitations of its appropriations, the Com- 
mission may appoint a full-time staff director and such other personnel 
as it deems advisable, in accordance with the civil service and classifica- 
tion laws, and may procure services as authorized by section 15 of the 
Act of August 2, 1946 (60 Stat. 810; 5 U.S. C. 55a), but at rates for 
individuals not in excess of $50 per diem. 

(b) The Commission may ac a and utilize services of voluntary 


and uncompensated personnel and pay any such personnel actual and 
necessary traveling and subsistence expenses incurred while engaged 
in the work of the Commission (or, in of subsistence, a per diem 
allowance at a rate not in excess of $12). Not more than fifteen 
persons as authorized by this subsection shall be utilized at any one 
time. 

(c) The Commission may constitute such advisory committees and 
may consult with governors, attorneys general, and other representa- 
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tives of State and local governments, and private organizations, as it 
deems advisable. 

(d) Members of the Commission, voluntary and uncompensated 
personnel whose services are accepted pursuant to subsection (b) of 
this section, and members of advisory committees constituted pur- 
suant to subsection (c) of this section, shall be exempt from the oper- 
ation of sections 281, 283, 284, 434, and 1914 of title 18 of the United 
States Code, and section 190 of the Revised Statutes (5 U.S. C. 99). 

(e) All Federal agencies shall cooperate fully with the Commission 
to the end that it may effectively carry out its functions and duties, 

(f) The Commission, or on the authorization of the Commission 
any subcommittee of two or more members, at least one of whom shall 
be of each major political party, may, for the purpose of carrying out 
the provisions of this Act, hold ouch hearings and act at such times 
and places as the Commission or such authorized subcommittee may 
deem advisable. Subpenas for the attendance and testimony of 
witnesses or the production of written or other matter may be issued 
in accordance with the rules of the Commission as contained in section 
102 (j) and (k) of this Act, over the signature of the Chairman of the 
Commission or of such subcommittee, and may be served by any 
person designated by such Chairman. 

(zg) In case of contumacy or refusal to obey a subpena, any district 
court of the United States or the United States court of any Territory 
or possession, or the District Court of the United States for the Dis- 
trict of Columbia, within the jurisdiction of which the inquiry is 
carried on or within the jurisdiction of which said person guilty of 
contumacy or refusal to obey is found or resides or transacts business 
upon application by the Attorney General of the United States shall 
have jurisdiction to issue to such person an order requiring such person 
to appear before the Commission or a subcommittee thereof, there to 
produce evidence if so ordered, or there to give testimony touching 
the matter under investigation; and any failure to obey such order of 
the court may be punished by said court as a contempt thereof. 


APPROPRIATIONS 


Sec. 106. There is hereby authorized to be appropriated, out of 
any money in the Treasury not otherwise appropriated, so much as 
may be necessary to carry out the provisions of this Act. 


Part II—To Provipr ror AN ADDITIONAL AssISTANT ATTORNEY 
GENERAL 


Sec. 111. There shall be in the Department of Justice one addi- 
tional Assistant Attorney General, who shall be appointed by the 
President, by and with the advice and consent of the Senate, who 
shall assist the Attorney General in the performance of his duties, 
and who shall receive compensation at the rate prescribed by law for 
other Assistant Attorneys General. 


Part IIJI—To SrrenetTHen THE Civit Ricuts STATUTES, AND FOR 
OTHER PURPOSES 


_ Sec. 121. Section 1980 of the Revised Statutes (42 U. S. C. 1985) 
is amended by adding thereto two paragraphs to be designated 
“Fourth” and “Fifth” and to read as follows: 
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“Fourth. Whenever any persons have engaged or there are reason- 
able grounds to believe that any persons are about to engage in any 
acts or practices which would give rise to a cause of action pursuant 
to paragraphs First, Second, or Third, the Attorney General may 
institute for the United States, or in the name of the United States, a 
civil action or other proper proceeding for preventive relief, including 
an application for a permanent or temporary injunction, restraining 
order, or other order. In any proceeding hereunder the United States 
shall be liable for costs the same as a private person. 

“Fifth. The district courts of the United States shall have juris- 
diction of proceedings instituted pursuant to this section and shall 
exercise the same without regard to whether the party aggrieved shall 
have exhausted any administrative or other remedies that may be 
provided by law.” 

Sec. 122. Section 1343 of title 28, United States Code, is amended 
as follows: 

(a) Amend the catch line of said section to read, 


*§ 1343. Civil rights and elective franchise” 


(b) Delete the period at the end of paragraph (3) and insert in lieu 
thereof a semicolon. 

(c) Add a paragraph as follows: 

(4) To recover damages or to secure equitable or other relief under 
any Act of Congress providing for the protection of civil rights, includ- 
ing the right to vote.” 


Part IV—To Provine Means or Furtruer SecuriINnG AND Pro- 
TECTING THE Ricat To VorTsE 


Sec. 131. Section 2004 of the Revised Statutes (42 U. S. C. 1971), 
is amended as follows: 

(a) Amend the catch line of said section to read, “Voting rights”. 

(b) Designate its present text with the subsection symbol “(a)”. 

(c) Add, immediately following the present text, three new sub- 
sections to read as follows: 

“(b) No person, whether acting under color of law or otherwise, 
shall intimidate, threaten, coerce, or attempt to intimidate, threaten, 
or coerce any other person for the purpose of interfering with the 
right of such other person to vote or to vote as he may choose, or of 
causing such other person to vote for, or not to vote for, any candidate 
for the office of President, Vice President, presidential elector, Member 
of the Senate, or Member of the House of Representatives, Delegates 
or Commissioners from the Territories or possessions, at any general, 
special, or primary election held solely or in part for the purpose of 
selecting or electing any such candidate. 

“‘(e) Whenever any person has engaged or there are reasonable 
grounds to believe that any person is about to engage in any act or 
practice which would deprive any other person of any right or privilege 
secured by subsection (a) or (b), the Attorney General may institute 
for the United States, or in the name of the United States, a civil 
action or other proper proceeding for preventive relief, including an 
application for a permanent or temporary injunction, restraining order, 
or other order. In any proceeding hereunder the United States shall 
be liable for costs the same as a private person, 
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“(d) The district courts of the United States shall have jurisdiction 
of proceedings instituted pursuant to this section and shall exercise 
the same without regard to whether the party aggrieved shall have 
exhausted any administrative or other remedies that may be provided 
by law.” 

Src, 141. This Act may be cited as the “Civil Rights Act of 1957”. 
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MINORITY REPORT ON H. R. 6127 


Beginning in 1861 and continuing through almost half of the year 
1865, one of the greatest of all wars was fought upon our soil. Brother 
was arrayed against brother, and thousands of our finest young men, 
both Federal and Confederate, offered up their lives for principles 
that they believed in. The value of those men has never been sur- 
passed, and probably never equaled. It is a paradox to realize that 
those fighting men, both Federal and Confederate, who had borne 
the burden of battle developed a respect, understanding and sympathy 
for each other that was not shared by those who stood on the sidelines, 
many of whom had been guilty by reason of ill-considered words and 
agitation of causing this terrible conflict. 

The generosity of Lincoln and Grant to those defeated men of gray 
is a shining example of what good men know their duty to be. The 
farewell address of that great General, Robert E. Lee, and the loyalty 
of those outstanding leaders who followed the gray, and their unswerv- 
ing allegiance to the United States, will always stand as a beacon light 
to those who would endeavor to tear this Nation asunder. Perhaps 
those great men, understood perfectly well then, the truth so elo- 
quently stated a few weeks ago by the leading scholar on “Lincolnia,” 
when he said, “Both sides lost the war,” and that, “In the process, 
our Constitution was torn toshreds.” All of those fighting men under- 
stood that and dedicated themselves to the preservation of our Consti- 
tution, and our republican form of government, for the balance of 
their lives. 

Unfortunately, those who were on the sidelines, those who did not 
know at firsthand the brutality of war, those who did not know by 
personal experience in combat, how dearly victory was purchased, 
were not in the mood to demonstrate the same generosity as those 
men who learned to know that truly, “war is hell.” 

Perhaps this can be explained to some degree by saying that the 
people on the sidelines knew only the propaganda stories emanating 
from that war, and stories which were designedly calculated to build 
up enmity of one section against the other. Further, while the tele- 
graph had been invented, newspapers, magazines, and periodicals, 
were few, and there were no radios or televisions whereby people could 
discover the truth. Indeed, the people of that tragic era had not had 
the opportunity to visit the four sections of our great nation and to 
meet and know the people of all sections of our great country, and to 
discover the fundamental truth, that all people react identically under 
similar circumstances and conditions. 

It is a principle of legal jurisprudence, that a person acting under 
circumstances justifying the excitement of passion, and excluding all 
idea of deliberation or malice is not held to the same strict account- 
ability to the law as a person acting in a calm atmosphere and at a 
time when his passions are not aroused. ‘There were not many on 
either side who had sat on the sidelines through this terrible conflict, 
whose passions were not aroused and hot blood generated. Conse- 
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quently, many things were done as an aftermath of that war which 
brought no credit to those who did them. 

Almost 100 years have passed since that terrible and bloody con- 
flict. Since that time we have grown to be the greatest nation in all 
this world. And with that growth, terrific responsibility has become 
an integral part of the duties of this Nation, and of every individual 
fortunate enough to live within this country. Since that tragic era, 
and as united people side by side, we have fought in two gigantic 
world wars, and indeed we have become a united people. Every 
responsible person in this country today must completely realize that 
had the North and the South become separate entities in the 1860’s, un- 
foreseen and future circumstances would have compelled the reunifi- 
cation of our people. A unification of the people of this country now 
is indispensable unless we perish. 

Striving toward a continuation of unity, and the majority of us in 
this country are, it becomes the duty of each and everyone of us to 
study this proposed legislation, the reasons, if any, for such legislation, 
and to determine in our hearts to do that which is good for our country 
as a whole. In order to do that, we think that it becomes necessary 
to consider history; previous legislation upon this subject; the evils 
that proponents claim this legislation will cure; and the actual curative 
powers of the suggested remedies. Certainly, we must also study the 
constitutionality of the proposed legislation. 

The 13th amendment simply provides that neither slavery nor 
involuntary servitude, except as a punishment for crime whereof the 
party shall have been duly convicted, shall exist within the United 
States, or any place subject to its jurisdiction, with the added provision 
that Congress shall have power to enforce that amendment by appro- 
priate legislation. 

The 14th amendment might be divided into four parts: (1) That all 
persons born or naturalized in the United States and subject to the 
jurisdiction thereof, are citizens of the United States and the States 
wherein they reside. (2) No State she"! make or enforce any law 
which shall abridge the privilege or immunities of citizens of the 
United States. (3) Nor, shall any State deprive any person of life, 
liberty, or property, without due process of law; nor deny to any 
person within its jurisdiction the equal protection of the laws. (4) 
Congress shall have power to enforce, by appropriate legislation, the 
provisions of that amendment. 

It should be abundantly plain that part 2, enumerated herein, ap- 
plies to State action only, and to citizens of the United States only. 
The word citizen becomes of prime importance. 

Only in part 3 of that amendment herein, is it made applicable to 
any person and certainly that part refers to State action. 

It follows that, with reference to part 4, Congress does have the 
power to make appropriate legislation, covering the provisions of the 
14th amendment, but certainly such legislation must be in conformity 
to the amendment itself. 

The 15th amendment simply provides— 


The right of citizens of the United States to vote shall not 
be denied or abridged by the United States or by any State 
on account of race, color, or previous condition of servitude. 
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Further, it provides that Congress shall have power to enforce 
this amendment by appropriate legislation. The power that Con- 

ess has to enact legislation under the 15th amendment is to legis- 
ate in behalf of citizens of the United States as defined in the 14th 
amendment, so that no citizen will be deprived of his right to vote, 
or that such right be denied or abridged by the United States or by 
any State, because of the race, color, or previous condition of servitude 
of that citizen. 

It certainly must be noted that the 15th amendment applies to any 
citizen of the United States who is denied his rights, or has had his 
rights abridged by State action, on account of his race, color, or 
previous condition of servitude. 

This amendment says nothing whatever about “unwarranted eco- 
nomic pressures” or “‘social’’ aspects, and says nothing whatsoever 
concerning “religion.” As a matter of fact, constitutional amend- 
ment I provides: 


Congress shall make no law respecting an establishment of 
religion or prohibiting the free exercise thereof. 


Thomas Jefferson and the other fathers of our Constitution would be 
appalled to find that Congress had entertained any idea of legislating 
to any extent whatsoever upon religion or prohibiting the free exercise 
thereof. 

Shortly after the War of the States, Congress did enact certain 
civil-rights bills. These measures were enacted over the violent 
protest of the President of the United States, and that is a matter of 
history. The majority of these laws were enacted at a time when 
11 Southern States had no representation in Congress. Nevertheless, 
passion and prejudice have a way of subsiding, and as was even 
admitted by Attorney General Tom Clark, as shown on page 326 
of the civil-rights hearings before Subcommittee No. 5, 1957, that— 


following the Civil War a number of civil-rights statutes were 
enacted, but over the years through decisions of the Supreme 
Court, and congressional action in 1894 and 1909, the laws 
implementing the three amendments were reduced in number 
and scope. 


And then on the same page, Attorney General Clark enumerated the 
statutes in existence. Indeed, Mr. Clark was more than correct 
when he said that the United States Supreme Court reduced many 
of those civil rights statutes. He did not cite the case of U. S. v. 
Cruikshank (92 U.S. 542). Nevertheless, that Court said that: 


The 14th amendment prohibits a state from denying to 
any person within its jurisdiction the equal protection of 
the law; but this provision does not any more than the one 
which precedes it, and which we have just considered, add 
anything to the rights which one citizen has under the 
Constitution against another. The equality of the rights 
of citizens is a principle of republicanism. Every republican 
government is in duty bound to protect all its citizens in the 
enjoyment of this principle, if within its power. That duty 
es originally assumed by the States; and it still remains 
there. : 
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The cases of U. S. v. Stanley, et al. (109 U. S. C. p. 3, et al.), are 
cases which were founded on the first and second sections of the acts 
of Congress known as the civil-rights acts, passed March 1, 1875. 
Two of the cases were by reason of indictments alleging that the 
defendants had denied to persons of color the accommodations and 
privileges of an inn or hotel; another arose by reason of an information 
against Ryan for refusing a colored person a seat in a theater in 
San Francisco, and the other was an indictment charging that the 
defendant denied a person of color the full enjoyment of the accom- 
modations of a theater in New York. Each of these charges was 
predicated upon the Civil Rights Act aforesaid. The effect of these 
decisions was to wipe that portion of the Civil Rights Act off the books. 
That Court held the provisions upon which these charges were based 
were unconstitutional. The Court said that— 


it is a State action of a particular character that is prohibited. 
Individual invasion of individual rights is not the subject 
matter of the amendment. 


This is speaking of the 14th amendment. 

It, also, said that while Congress is given the authority to enforce 
the constitutional amendments, that the legislation could simply be 
based upon the power to enforce prohibition. That Congress could 
adopt previous legislation for correcting the effects of such prohibited 
State laws and State acts, and render them null, void, and innocuous, 
but that is the only legislative power conferred upon Congress, and is 
the whole of it. 

The court said it does not invest Congress with the power to 
legislate upon subjects which are within the domain of State legisla- 
tion; but to provide modes of relief against State legislation or State 
action. That it does not authorize Congress to create a code of 
municipal law for the regulation of private rights; but to provide 
modes of redress against the operation of State laws, and the actions 
of State officers, executive or judicial, when these are subversive of 
the fundamental rights specified in the amendment. 

On page 13, the court said this: 


And so, in the present case, until some State law has been 
passed, or some State action by its officers or agents has been 
taken, adverse to the rights of citizens sought to be protected 
by the 14th amendment, no legislation of the United States 
under said amendment, nor any proceeding under such legis- 
lation, can be called into activity; for the prohibitions of the 
amendment are against State laws and acts done under State 
authority. 


On page 14, the court wisely said— 


If this legislation (note—civil rights legislation) is appropri- 
ate for enforcing the prohibitions of the amendment, it is 
difficult to see where it is to stop. Why may not Congress 
with equal show of authority enact a code of laws for the 
enforcement and vindication of all rights of life, liberty, and 
property? If it is supposable that the States may deprive 
a person of life, liberty, and property without due process 
of law (and the amendment itself does suppose it), why 
should not Congress proceed at once to prescribe due process 
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of law for the protection of everyone of these fundamental 
rights, in every possible case, as well as to prescribe equal 
privileges in inns, public conveyances, and theaters? The 
truth is that the implication of a power to legislate in this 
manner is based upon the assumption that if the States are 
forbidden to legislate or act in a particular way on a partic- 
ular subject, and power is conferred upon Congress to enforce 
the prohibition, which gives Congress power to legislate gen- 
erally upon that subject, and not merely power to provide 
modes of redress against such State legislation or action. 
The assumption is certainly unsound. It is repugnant to 
the 10th amendment of the Constitution, which declares 
that powers not delegated to the United States by the 
Constitution, nor prohibited by it to the States, are reserved 
to the States, respectively, or to the people. 


On page 17 of said decision, the United States Supreme Court made 
this pertinent observation: 


The wrongful act of an individual, unsupported by any 
such authority (State authority), is simply a private wrong, 
or a crime of that individual; an invasion of the rights of the 
injured party, it is true, whether they affect his person, his 
property, or his reputation; but if not sanctioned in some 
way by the State, or not done under State authority, his 
rights remain in full force and -may presumably be vindi- 
cated by a resort to the laws of the State for redress. An 
individual cannot deprive a man of his right to vote, to hold 
property, to buy and sell, to sue in the courts, or be a witness 
or a juror; he may, by force or fraud, interfere with enjoy- 
ment of the right in a particular case; he may commit an as- 
sault against the person, or commit murder, or use ruffian 
violence at the polls, or slander the good name of a fellow 
citizen; but, inless protected in these wrongful acts by some 
shield of State law or State authority, he cannot destroy or 
injure the rights; he will only render himself amenable to 
satisfaction or punishment; and amenable therefor to the 
laws of the State where the wrongful acts are committed. 


The instant case can be read with much profit, and with assurance 
that neither the 13th nor the 14th amendment authorizes legislation 
except as against State action, and can never descend to the individual 
in any State. It should be a matter of interest that these cases just 
referred to and discussed were rendered on October 15, 1883, and at 
a time when many of those who had a part in the passage of the 13th, 
14th, and 15th amendments were living. 

Another well considered case which was decided by the United 
States Supreme Court is the case of U. S. v. Harris (106 U.S. C., p. 
629-644). This case arose by virtue of an indictment in four counts, 
the indictment alleging that certain persons had conspired for the 
purpose of depriving certain citizens of the United States and of the 
State of Tennessee of the equal protection of the laws. The defendants 
demurred to the indictment, and in said demurrer contended that 
section 5519 of the Revised Statutes, same being the section upon 
which the four counts were based, was not constitutionally within the 
jurisdiction of the courts of the United States, and that the matters 
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and things therein alleged were judicially cognizable by State tribunals 
only, and legislative action thereon is among the rights reserved to 
the several States and inhibited to Congress by the Constitution of the 
United States; also, that section 5519 so far as it creates offenses and 
imposes penalties, is in violation of the Constitution of the United 
States, and an infringement of the rights of the several States and the 
people thereof. : 

he judges were divided in opinion on the question of the constitu- 
tionality of that statute, and the judges certified to the Supreme 
Court of the United States the case, so that the Supreme Court could 
render a decision thereon. The United States Supreme Court, on 
page 644, third paragraph, said— 

We have, therefore, been unable to find any constitutional 
authority for the enactment of section 5519 of the Revised 
Statutes. The point in reference to which the judges of the 
circuit court were divided in opinion must, therefore, be 
decided against the constitutionality of the law. 


On page 635, the court called attention to the fact that the proper 
respect for a coordinate branch of Government requires the courts of 
the United States to give effect to the eect aia that Congress will 
pass no law not within its constitutional power, and that this presump- 
tion would prevail unless the lack of constitutional authority to pass 
the act in question is clearly demonstrated. 

On pages 636-637 the court said that there are only four paragraphs 
in the Constitution which can in the remotest degree have any refer- 
ence to the question in hand, and that those are sections 2 of article 
IV of the original Constitution, and the 13th, 14th, and 15th amend- 
ments, and it will be convenient to consider these in the inverse of the 
order stated. It is clear that the 15th amendment can have no 
application. That amendment, as was said by this court in the case 
of U. S. v. Reese (92 U.S. 214): 


relates to the right of citizens of the United States to vote. 
It does not confer the right of suffrage on anyone. It merely 
invests citizens of the United States with the constitutional 
right of exemption from discrimination in the enjoyment of 
the elective franchise on account of race, color, or previous 
condition of servitude. 


See, also, U. S. v. Cruikshank (92 U.S., p. 542). There the court 
deals with the 14th amendment, and on page 638 says: 


It is perfectly clear from the language of the first section 
that its purpose also was to place a restraint upon the action 
of the States. 

On page 639 the Court said: 


There is no intimation that the State of Tennessee has passed 
any law or done any act forbidden by the 14th amendment— 


and, continuing on page 640— 


on the contrary, the gravamen of the charge against the 
accused is that they conspired to deprive certain citizens of 
the United States and of the State of Tennessee of the equal 
protection accorded them by the laws of Tennessee. And, 
therefore, the section of the law under consideration is 
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directed exclusively against the action of private persons, 
without reference to the laws of the State or the adminis- 
tration by her officers, we are clearly of the opinion that it is 


not warranted by any clause in the 14th amendment to the 
Constitution. 


ae on page 640, dealing with the 13th amendment, the Court 
said: 


The question on which we have to deal is, does the 13th 
amendment warrant the enactment of section 5519 of the 
Revised Statutes. We are of the opinion that it does not. 
Those provisions of the law, which are broader than is 
warranted by the article of the Constitution by which they 
are supposed to be authorized, cannot be sustained. 


Another case which may be read with interest in Hodges v. U. 8. 
203 U.S. C., decided October term, 1905-06, p. 1). That Court said 
that the 14th and 15th amendments operate solely on State action 
and not on individual action; that unless the 13th amendment vests 
jurisdiction in the National Government, the remedy for wrongs 
committed by individuals on persons of African descent is through 
State action and State tribunals, subject to supervision of this court 
by writ of error in proper cases. 

This case arose because of an indictment which alleged that Negroes 
had been driven from work on account of their race by defendants 
named in the indictment. That court held that notwithstanding the 
additional amendments, the National Government still remains one 
of enumerated powers, and the 10th amendment, which reads “powers 
not delegated to the United States by the Constitution, nor prohibited 
by it to the States, are reserved to the States respectively, or to the 
people” is not shorn of its vitality. 

We have made no attempt to cite all of the decisions of the United 
States Supreme Court sustaining the contentions of the minorit 
report signers, which were to the effect that the 13th, 14th, and 15t 
amendments were designed against State action, and against State 
laws, and in the very nature of things could not descend upon and 
operate against private individuals. To attempt to do so would 
make this minority report entirely too voluminous, and would insult 
the intelligence of the reader, as every intelligent reader knows that 
the United States Supreme Court has held these propositions in many, 
many instances. Indeed, the holdings of the United States Supreme 
Court cannot be successfully challenged, for otherwise, assaults, 
homicides, and virtually every criminal offense would be brought 
within the domain of these constitutional amendments, and would 
abrogate and deprive the States for punishing for crimes committed 
within their borders. 

So, by the action of the United States Supreme Court, and by acts 
of Congress itself, many of the civil-rights statutes, passed in times 
of excitement and passion, were annulled. For many years, many 
civil-rights statutes have remained upon the books. Indeed, the civil- 
rights statutes already existing and having force as the law of the 
United States provide every remedy and protection that any citizen 
or person in the United States should rightfully have against their 
fellow citizens or persons residing in the same government with 
them. Revised Statutes 1979 gives to every person (this includes 
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the inhabitant or alien) who, under color of any law, is deprived of 
any of his rights under the Constitution and laws, a civil action at 
law, in equity, or other proper proceeding, against the person com- 
mitting the injury. That statute is broad enough to cover not only 
an action for damages, but includes preventive relief in equity, and 
naturally carries with it the right of the court to grant an interlocutory 
or permanent injunction. Certainly, it is conceded that the person 
whose rights have been invaded must maintain this action, either at 
law or in equity, or other proper proceeding. It does not give the 
Attorney General of the United States, in the name of the United 
States, authority to initiate and bring a proceeding in behalf of the 

erson, and to represent that person in the various courts of the 

nited States, at the taxpayers’ expense, and to furnish to that person 
all of the legal talent that the Department of Justice has, while with- 
holding to the defendant, who, after all, might be innocent, any rep- 
resentation or assistance whatsoever. 

It seems that neither Thaddeus Stevens nor Charles Sumner ever 
advocated any such thing as is found in the present proposed legisla- 
tion, which has the effect of making the United States the parent 
guardian of minority groups, and the pursuer of all of the other citizens 
in the United States. 

Title 18, S. 243, is a statute providing against the exclusion of an 
qualified citizen from jury service on account of race or color, with 
the provision that any person charged with any duty in selection or 
summoning of jurors who excludes or fails to summon any such person 
because of his race, color, or previous condition of servitude, shall be 
deemed guilty of a misdemeanor, and fined not more than $5,000. 

Revised Statutes 722, gives the Federal district courts exclusive 
jurisdiction of all civil and criminal matters under the laws heretofore 
set out; 

Revised Statutes 1980 deals with conspiracies to interfere with civil 
rights, and this section covers every conspiracy imaginable in the 
civil-rights field; 

Revised Statutes 1981 provides a civil action against any person 
having knowledge of any wrongs conspired to be done, or about to be 
done, who neglects to prevent the same, extending the right of action 
to the legal representatives of anyone killed through conspiracy; 

Title 8, Senate bill 498, confers jurisdiction in civil and criminal 
matters under titles 8 and 18 to the district courts; 

Revised Statutes 1985, 5517, provides that every marshal and 
deputy shall execute all processes issued under Revised Statutes 1983, 
1984, and if he refuses or neglects to diligently act, is liable for a 
$1,000 fine for the benefit of the aggrieved party; 

Revised Statutes 1987 provides fees for officers’ services in such 
Cases ; 

Revised Statutes 1988 empowers the President, when he has reason 
to believe that offenses of sections 5506-5516 and 5518-5532 have 
been or are likely to be committed, to direct the judges, district at- 
torneys, and marshals to conduct speedy trials; 

Revised Statutes 1989 gives the President the power to employ the 
land or naval forces or the militia to aid in the execution of judicial 
processes; also, see pages 342 to 344 of the civil-rights hearings before 
Subcommittee No. 5 of the House Committee on the Judiciary, 1957, 
for laws which are now in force so far as civil rights are concerned. 
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It.is perfectly clear that the civil-rights laws on the statute books 
now were sufficient over the years for a united people, and even care 
ried us through the two horrible World Wars which our country en- 
gaged in. It is conceded by the most ardent advocates for civil-rights 
legislation that each year ie brought about a better understanding 
and climate between the various races, and between the people of 
different religions in our fair land. If that be true, and it is true; we 
cannot.help but wonder why all of this agitation for further civil- 
rights legislation. 

It is with much regret that we realize that, at the time that boys 
of the North, South, East, and West, were all engaged in the two 
wars, one of the wars having been for “making the world safe for 
democracy”’ and the other for the purpose of ‘“‘the war to end wars,” 
that certain lefiwingers, some with the deliberate intent to bring 
about agitation, dissention, and strife, while others innocently accept- 
ing the drivel coming from leftwing sources, adopting the arguments 
of those leftwingers, have demanded that other civil-rights legislation 
be enacted into law. These demands were made at a time when the 
rank and file of our citizenry of this country, in unity, were fighting 
for what they believed to be right, and with the understanding that 
they were preserving constitutional government and a republican 
form of government. By reason of demands made by certain 
minority groups in this country, President Truman in 1947 appointed 
a committee for the purpose of appraising the condition of civil rights 
and to recommend action by Federal, State, and local governments, 
Not a southerner was a member of that Civil Rights Commission. 
Nevertheless, that Commission discovered that there was a Constitu- 
tion of the United States, and that the United States Constitution 


was an impediment to their designs and intentions. That Commis- 
sion actually said: 


It is true that the Federal Government does not possess 
broad, clear-defined delegated powers to protect civil rights 
which it may exercise at its discretion, a detailed examina- 
tion of the constitutional aspects of the civil-rights problem 
makes clear that very real difficulties lie in the way of Fed- 
eral action in certain areas. 


But, that same Commission made this observation: 


In its decision in Missouri v. Holland in 1920, the Supreme 
Court ruled that Congress may enact statutes to carry out 
treaty obligations, even where, in the absence of a treaty, it 
has no other power to pass such a statute. This doctrine has 
an obvious import as a possible basis for civil-rights legisla- 
tion. 


Then, that Commission further said: 


The Human Rights Commission of the United Nations is 
at present working on a detailed international bill of rights, 
designed to give more specific meaning to the general prin- 
ciple announced in article 55 of the charter. If this docu- 
ment is accepted by the United States as a member state, an 
even stronger basis for congressional action under the treaty 
power may be established. 
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Indeed, President Truman’s Civil Rights Commission knew what 
it was talking about. Nevertheless, it is completely shocking to-read 
that a commission composed of citizens of the United States would 
dare, or be presumptous enougb, to suggest that the Constitution of 
the United States could be bent and Srekien by the Charter of the 
United Nations and declarations that the United Nations might adopt. 

It is equally surprising to know that there are many people in our 
country today who do not believe in our Constitution, and who are 
not only willing, but eager, to substitute the United Nations Charter 
for our Constitution, our traditions, our republican form of govern- 
inent, and our way of life. Let no one make a mistake about it, the 
issue must be joined, and we must either stand for the Constitution of 
the United States and the republican form of government and insist 
that others stand upon our Constitution and our form of government, 
or we must be prepared for one-world government. These statements 
are not idle statements. 

Attorney General Tom Clark made a statement to the Committee 
on the Judiciary on civil-rights bills in 1949, and his statement is set 
forth in full beginning on page 325, and ending on page 347, of the 
civil-rights hearings before Subcommittee No. 5, House Committee 
on the Judiciary, 1957, and while that statement is lengthy, we rec- 
ommend that every Member of the United States Congress read that 
statement in full. The Attorney General was making his statement 
with reference to an omnibus civil-rights bill. Mr. Clark wanted to 
set up a Civil Rights Commission, and he said that he wanted this Com- 
mission so"that the Department of Justice could be continually vigi- 
lant, prepared for every new form of attack, and to prepare remedies 
and to apply such remedies, without giving it time and opportunity 
to spread. 

See page 328. On that page and page 329, the Attorney General 
said that his Department received a lot of mail, and they answered 
that mail by reason of information which they had acquired through 
the NAACP, American Civil Liberties Union, Fisk University, and 
others which have done notable work in that field. It is hard to 
imagine an Attorney General conceding that the information that his 
Department had had been received from those sources, but the 
Attorney General admitted it. 

On page 330, he told the committee that the Civil Rights Division 
in his Department then ranged from 6 to 8 attorneys, and that the 
investigative work was done by the Federal Bureau of Investigation 
pursuant to the request of this section and the United States attorneys. 
While he did not say so, of course, everyone knows that in addition 
to the 6 or 8 attorneys which Attorney General Tom Clark had, and 
which he used exclusively in the field of civil rights, he also had the 
services of every district attorney of every district court in our country. 

On page 330, Mr. Clark also made the statement that the Civil 
Rights Division was responsible for the enforcement of the Fair Labor 
Standards Act (p. 331). Attorney General Clark was complaining 
then of the limitations imposed upon him in the field of civil rights, 
because he said he only had seven attorneys in that particular section, 
but he pointed out that they had time to assist the Solicitor General 
in amicus curiae briefs submitted to the Supreme Court in the restric- 
tive-covenant cases, and, of course, everyone knows that the Civil 
Rights Division also had time to prepare amicus curiae briefs in other 
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cases, which, as a matter of fact, were not any portion of that Divi- 
sion’s business. 

On page 332 of the hearings above referred to will be found the 
statements of Attorney General Clark, recommending preventative 
civil remedies, whereby the Attorney General, in the public interest, 
could seek 'to prevent and enjoin threatened infringements and depriva- 
tions; that he wanted an expanded Division which would not only 
deal in civil matters, but be prepared to intervene in litigation affecting 
civil rights; also, that an increase in the civil-rights staff would serve 
an essential purpose by providing skilled attorneys who could go into 
the field to coordinate activities and supervise investigations, as well 
as try cases and argue appeals. 

The Attorney General complained that most of the trial work is 
handled by the United States attorneys, and evidently he did not think 
that the services performed by those attorneys measured up to what 
he desired. He is quoted on page 332 of said hearings as saying that 
the Civil Rights Section should have the right to send an agent of its 
own into the danger area or exercise greater authority to direct the 
activities of the FBI agents. In other words, it is readily seen that 
Attorney General Tom Clark was seeking the right to send snoopers 
down into the various States and communities to be on the ground, to 
be alert to every kind of complaint concerning any alleged civil-rights 
violations, and to have skillful attorneys to direct any and all investi- 
gations from the very beginning, and to institute prosecutions and to 
prosecute those cases in the courts. 

The Attorney General recognized the fact that constitutional limita- 
tions would prohibit him from doing all of the things that he had 
recommended to that House Judiciary Committee. <A careful reading 
of his statement will reveal that the Attorney General was relying 
upon the United Nations Charter for the legality of the proposals that 
he was submitting. On page 331, he said that his Civil Rights Section 
had assisted the State Department in the preparation by the United 
Nations of the Universal Declaration of Human Rights and of a pro- 
posed covenant to enforce some of these rights. 

There is no doubt that the Attorney General was expecting to use 
the United Nations Charter in establishing the legality of the civil- 
rights legislation he was proposing, and that is made manifest by 
the following quotations from his testimony: See page 329 where 
he said that the proposed legislation would— 


bring about a greater awareness of the obligations of this 
Nation as a member of the United Nations. 


99 


Then, see page 334 of said civil-rights hearings where the Attorney 
General, while commenting upon amendments to certain civil-rights 
laws, made this statement: 


In addition to removing what appears to be an unnecessary 
technical limitation to “‘citizens,” it may properly be urged 
at this date, that the extension of coverage is in accordance 
with the general public policy of the United States, as sub- 
scribed to in the United Nations Charter, to promote respect 
for, and observance of, human rights and fundamental 
freedoms for all. 


On page 347 will be found the following from Attorney General 
Tom Clark: 
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I am not unmindful, of course, that serious questions of 
constitutionality will be urged with regard to some of the 
rovisions of the bill. But 1 am thoroughly satisfied that the 
pill, as drawn, is constitutional. It is true that there is a line 
of decisions holding that the 14th amendment relates to and 
is a limitation or prohibition upon State action and not upon 
acts of private individuals (Civil Rights cases, 109 U. S. 3; 
United States v. Harris, 106 U. S. 629; United States v. 
Hodges, 203 U.S. 1). 


Then, see what he says later on, on the same page, reading as 
follows: 


Upon proper congressional findings of the nature set forth 
in H. R. 4683, the constitutional basis for this bill would 
include the power to protect all rights flowing from the Con- 
stitution and laws of the United States, the law of nations, 
the treaty powers under the United Nations Charter, the 
power to conduct foreign relations, and the power to secure 
the States a republican form of government, as well as the 
14th amendment. 


So, we find a former Attorney General of the United States advocat- 
ing legislation, and premising the legality of that legislation upon the 
United Nations Charter, and the Declaration of Human Rights by 
the United Nations, which the civil-rights division participated in the 
preparation of. 

Attorney General Clark, at the time he was testifying before the 
House Committee on the Judiciary, was thoroughly familiar with the 
case of Oyama, et al. v. California (332 U.S. p. 633-689). That was a 
case where the constitutionality of California’s alien land law was 
challenged as being unconstitutional. The attack was pressed on 
the grounds that it deprived Oyama of the equal protection of the 
laws and his privileges as an American citizen, and that it denied him 
the equal protection of the laws, and that the law contravened the 
due process clause by sanctioning the taking of property at the 
expiration of the applicable limitations. Nowhere did appellants 
urge the U. N. Charter and the Universal Declaration of Human 
Rights as authority for declaring California’s law unconstitutional. 
Nevertheless, any lawyer knows that an appellate court can and 
frequently does give consideration to legal grounds that were not raised 
by the appellant, and that every appellate court has the right so to do. 
In this case, Justices Black and Douglas, in their concurring views, 
said on pages 649-650, the following: 


There are additional reasons now why that law stands as 
an obstalce to the free accomplishment of our policy in the 
international field. One of these reasons is that we have 
recently pledged ourselves to cooperate with the United 
Nations to “promote * * * universal respect for and 
observance of human rights and fundamental freedoms for 
all without distinction as to race, sex, language, or religion.” 


Also; 


How can this Nation be faithful to this international pledge 
if State laws which bar land ownership and occupancy by 
aliens on account of race are permitted to be enforced? 
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Then turn to page 673 of that decision, and read what Justices 
Murphy and Rutledge said in their concurrence, the same reading 
as follows; 


Moreover, this Nation has recently pledged itself, through 
the United Nations Charter, to promote respect for and 
observance of human rights and fundamental freedoms for 
all without distinction as to race, sex, language and religion. 
The alien land law stands as a barrier to the fulfillment of 
that national pledge. Its inconsistency with the charter, 
which has been duly ratified and adopted by the United 


States, is but one more reason why the statute must be 
condemned. 


On pages 634-635 of that decision will be found the names of those 
who filed amicus curae briefs urging reversal of the decision of the 
supreme court of California, and that 1 of the attorneys represented 
the civil rights defense union of northern California, and 7 attorneys 
urging reversal represented the American Civil Liberties Union. 

There is no doubt of the fact that the United Nations Charter has 
been adopted. It is tragic, however, to realize that very, very few 
people in the entire United States realize and understand what the 
United Nations Charter has sought to impose upon the American 
people, and to override our Constitution with, : 

Article 1 of that charter states some of the purposes of the United 
Nations to be: achieve international cooperation in solving interna- 
tional problems of an economic, social, cultural, or humanitarian char- 
acter, and in promoting and encouraging respect for human rights 
and for fundamental freedoms for all without distinction as to race, 
sex, language, or religion; and to be a center for harmonizing the 
actions of nations in the attainment of these common ends. 

Article 2, item 5, provides that all members shall give the United 
Nations every assistance in any action it takes in accordance with the 
present charter, and shall refrain from giving assistance to any State 
against which the United Nations is taking preventive or enforcement 
action. 

Article 55 of the United Nations Charter states that the United 
Nations shall promote: (a) high standards of living, full employment, 
and conditions of economic and social progress and development; (6) 
solutions of international economic, social, health and related prob- 
lems; and international cultural and educational cooperation; and (c) 
universal respect for and observance of human rights and fundamen- 
a for all without distinction as to race, sex, language, or 
religion. 

Article 68 provides that the Economic and Social Council shall set 
- commissions in economic and social fields and for the promotion 
of human rights, and such other commissions as may be required for 
the performance of its functions. The undersigned have before them 
the document known as Universal Declaration of Human Rights, 
adopted and proclaimed by the General Assembly of the United Na- 
tions on December 5, 1948, and, of course, Attorney General Tom 
Clark was familiar with that declaration at the time that he was tes- 
tifying before the House Committee on the Judiciary on civil-rights 
legislation. That pamphlet says that the General Assembly of the 
United Nations adopted and proclaimed the Universal Declaration 
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of Human Rights, “the full text of which appears in the following 
pages.” 

Following this historic act, the Assembly called upon all 
member countries to publicize the text of the declaration and 
cause it to be disseminated, displayed, read, and expounded, 
principally in schools and other educational institutions, 


without distinction based on the political status of countries 
or territories. 


Article I of that declaration says that all human beings are born free 
and equal in dignity and rights, endowed with reason and conscience, 
and should act toward one another in a spirit of brotherhood. 

Article II says that everyone is entitled to all the rights and free- 
doms set forth in this declaration, without distinction of any kind, 
such as race, color, sex, language, religion, political or other opinion, 
national or social origin, property, birth, or other status. 

Article 13 (2) says: 


Everyone has the right to leave any country, including his 
own, and to return to his country. 


Under article IT, apparently the Communist is entitled to all the 
rights and freedoms of that declaration, and that his political or 
other opinions cannot be inquired into. 

Under article 13 (2), apparently the United States no longer has 
the right to deny a passport or a visa to anyone, whether citizen, 
inhabitant, or alien in any country, who wishes to leave this coun- 
try, or return to this country. Who knows but what this very pro- 
vision was the inspiration for the decision rendered some time ago to 
the effect that the Department of Immigration had to grant visas to 
certain well-known Communists. 

Article 16 (1) says that men and women of full age, without any 
limitation due to race, nationality, or religion, have the right to marry 
and to found a family. They are entitled to equal rights as to mar- 
riage, during marriage, and at its dissolution. 

Article 25 (1) says everyone has the right to a standard of living 
adequate for the health and well-being of himself and of his family 
including food, clothing, housing, medical care, and necessary social 
services, and the right to security in the event of unemployment, sick- 
ness, disability, widowhood, old age, or other lack of livelihood in 
circumstances beyond his control. The same article (2) says mother- 
hood and childhood are entitled to special care and assistance. All 
children, whether born in or out of wedlock, shall enjoy the same 
social protection. 

Article 26 (1) says: 


Everyone has the right to education. Education shall be 
free, at least in the elementary and fundamental stages. Ele- 
mentary education shall be compulsive. Technical and pro- 
fessional education shall be generally available, and higher 


education shall be equally acceptable to all on the basis of 
merit. 


Under our Constitution, we are acquainted with the words “race, 
color, or previous condition of servitude”; however, the words or 
phrases “unwarranted economic pressures,” “economic,” “social,” “na- 
tional origin,” “religion,” are all foreign to our Constitution, and we 
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must look somewhere—and we say from the United Nations Charter— 
for the purpose of discovering any reason why such words or phrases 
could be incorporated into constitutional legislation. 

We know that the United Nations Charter came into force on Oc- 
tober 24, 1945, having been ratified by the Senate on July 28, 1945. 
Our State Department advises that the Universal Declaration of 
Human Rights, which was adopted and proclaimed by the General 
Assembly of the United Nations on December 10, 1948, is a declara- 
tion, and since it was a declaration that the document is not a treaty, 
and was not ratified by the United States Senate, and there was no 
necessity for ratification. Whatever may be the view of our State 
Department, every one of us knows that the Pan American Union 
and other countries are operating under the principles of the Uni- 
versal Declaration of Human Rights. The effect of this declaration 
naturally will be exactly that which the United States Supreme 
Court shall say it has. We do know, however, that the Universal 
Declaration of Human Rights could be the basis for some decisions 
that have been rendered by the United States Supreme Court, which 
decisions standing alone and unaided by that declaration would be 
completely contrary to our Constitution, and the hoary and re- 
spected rule of stare decisis. 

Continuing with the statement and analysis of former Attorney 
General Tom Clark before the House Judiciary Committee, we spe- 
cifically point out that Mr. Clark was completely familiar with the 
Federal code rule that damage cases brought in the Federal courts 
are subject to the $3,000 or more requirement of the United States 
Code, which _provides a general jurisdiction provision. 

On page 336 of the civil-rights hearings before subcommittee No. 5, 
will be found the statements of Mr. Clark in recognition of that rule. 
Mr. Clark recommended that the portion of that jurisdictional pro- 
vision be amended so as to read “without regard to the sum or value 
of the matter in controversy,” this recommendation being restricted 
to civil-rights legislation. Mr. Clark, of course, recognized the reason- 
ing behind the jurisdictional provision that the district courts would 
take cognizance of cases where the amount in controversy was $3,000 
or more, and that the reasoning was that, otherwise, the district courts 
would be cluttered with suits smacking of the police court variety. 

On page 339 of the civil-rights hearings before Subcommittee No. 5, 
shows that Mr. Clark was ‘thoroughly familiar with the effect of 
making the United States a party in a suit of this kind. He particu- 
larly points out that “where the United States is a party plaintiff 
regardless of the amount at issue” that the United States district 
courts would acquire jurisdiction. 

As a matter of fact, there is complete proof from the testimony of 
former Attorney General Clark to demonstrate that the NA ACP, 
American Civil Liberties Union, and other like organizations were 
thoroughly familiar with the possibilities that the United Nations 
Charter afforded them to bypass the United States Constitution, and 
that Mr. Clark had been thoroughly alerted to the proposal of law by 
injunction. 

Mr. Clark knew from experience as Attorney General that the 
Justice Department had a firm hand upon the district attorneys of the 
various district courts and that the district attorneys did not even 
nol-pros a case without first having obtained permission from the 
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Justice Department in Washington so to do. It is true that some- 
times juries will not convict for Mr. Clark, and it is equally true now 
that sometimes juries will not convict for Mr. Tesaionat Thank God, 
the jury system still stands as a bulwark, dealing fairly with the pur- 
suer and the pursued. Congress did not enact the civil-rights legisla- 
tion proposec doy Attorney General Tom Clark, and we sincerely hope 
that Congress will not enact similar legislation proposed by Attorney 
General Brownell. 

In the 84th Congress many, many civil-rights bills were introduced 
and referred to Subcommittee No. 2 of the House Committee on the 
Judiciary. Many of those bills contained recitals to the effect that 
the bills were drawn in harmony with our Constitution and the United 
Nations Charter. Asa matter of fact, on July 27, 1955, the National 
Lawyers Guild wrote the chairman of Subcommittee No. 2, House 
Committee on the Judiciary, advising that they had drafted the model 
civil-rights bill, and urged that Subcommittee No. 2 report favorabl 
upon one of the pending bills, such as H. R. 389 or H. R. 3688. That 
letter also staled that the groundwork for the public acceptance of 
suggested civil-rights laws ‘had been laid by the Supreme Court de- 
cision declaring segregation in public schools to be discriminatory 
and unconstitional ; that the school case decision provides a constitu- 
tional basis for eliminating segregation not only in the schools, but in 
all other areas of segregation imposed or sanctioned by any 
government. 

On April 23, 1956, the same National Lawyers Guild wrote the 
members of the House Judiciary Committee, advising “The National 
La wyers Guild strongly supports the omnibus civil rights bill, H. R. 
627.” Be it remembered that the National Lawyers “Guild was the 
same organization that wrote to the members of the House Judiciary 
Committee April 15, 1954, advising that the civil rights and liberties 
committee of the National Lawyers Guild strongly “opposed passage 
of legislation designed to outlaw the Communist Party; also, that 
they believed such legislation was undemocratic, unconstitutional, 
unnecessary, and unwise. 

In the year 1955 hearings were conducted by Subcommittee No. 2 
of the House Judiciary Committee on the civil rights bills then pend- 
ing in the 84th Congress. Those hearings were completely ex parte, 
and no one had the privilege of testifying other than left-wing groups, 
or the proponents of civil rights legislation. The FBI did not appear, 
nor did any single Government agency appear, except as will be noted 
hereafter. No governor or attorney general of any State was invited 
to appear and, “when the subcommittee was requested to invite the 
officials of the States that had been condemned by left-wing organiza- 
tions through hearsay, conclusions, and untruths, that request was 
denied. 

Early in 1956, Subcommittee No. 2 started consideration of all of 
the civil rights legislation. On at least three occasions, the subcom- 
mittee invited Attorney General Brownell to appear before that sub- 
committee and testify. The Attorney General did not avail himself 
of any of those invitations. Only after Subcommittee No. 2 had 
voted out H. R. 627 did the Attorney General manifest any interest 
whatsoever in civil rights legislation. When H. R. 627 was reported 
out of Subcommittee No. 2 2, ‘Attor ney General Brownell then for the 
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first time indicated some interest, and H. R. 627 was reported to the 
full committee with the proviso that Attorney General Brownell 
would be permitted to come before the full committee and testify. 
Then, and only then, did he appear and make any recommendations. 
‘The recommendations of Mr. Brownell were drawn up in the form of 
legislation, and the full committee voted to strike everything except 
the enacting clause of H. R. 627 and to substitute in lieu thereof the 
Brownell version. Consequently, the Brownell version bore the num- 
ber of H. R. 627 in 1956, 84th Congress. 

When H. R. 627, actually the Brownell version, was brought up on 
the floor of the House, H. R. 627 was amended many times on the 
floor. The Congressional Record, July 19, 1956, page 12339, shows 
an amendment offered by the gentleman from Texas, Mr. Dies, which 
would set up rules of procedure. Page 12345 shows that the amend- 
ment was agreed to. The some Congressional Record, July 19, 1956, 
page 12349, shows that the gentleman from California, Mr. MeDon- 
ough, offered an amendment so as to insert the word “sex.” Page 12354 
shows that the amendment was agreed to. 

All the members of the House during the 84th Congress, 2d session, 
remember how that legislation was made a shambles of upon the floor. 

At the beginning of the present session, legislation was introduced 
reading identical to the language of H. R. 627 of the 84th Congress, 
in which bill the orginal language of H. R. 627 was stricken, and the 
Brownell version substituted in lieu thereof. This legislation was 
referred to Subcommittee No. 5 of the House Judiciary Committee. 
That subcommittee was composed of 4 Members from the State of 
New York, 1 from Colorado, 1 from New Jersey, and 1 from Ohio. 

It was first the idea of this subcommittee not to hold any further 
hearings, but to content themselves with the hearings of the 84th 
Congress. AJ] hearings heretofore having been ex parte, the sub- 
committee was importuned to conduct further hearings and to afford 
an opportunity for the opposition to be heard. 

After some persuasion it was agreed that 4 days’ hearings on this 
legislation would permitted. Taking advantage of the 4 days per- 
mitted for hearings, opponents from various States, including gov- 
ernors, attorneys general, and State officers, appeared, either them- 
selves or through their chosen representatives. These hearings were 
permitted to continue for some days and for the first time, so far 
as the undersigned know, the opponents of this legislation were per- 
mitted to be heard. It is interesting to observe that after these hear- 
ings were conducted, and the opposition had been heard, the subcom- 
mittee changed its mind as to the perfection of the proposed legisla- 
tion, and the subcommittee made several changes in the legislation 
themselves. The changes made by the subcommittee of its own voli- 
tion appear in Committee Print Fi. R. 2145, February 28, 1957. 

On the 18th of March 1957, or thereabouts, the full committee 
of the House Judiciary Committee made many other amendments to 
the proposed legislation, these changes being demonstrated by H. R. 
6127, March 19, 1957. The present legislation which this minority 
report is addressed to is H. R. 6127, introduced March 19, 1957. That 
legislation is divided into four parts. We will discuss this legisla- 
in the order of the parts as numbered therein. 
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PART I 


Part I sets up a commission composed of 6 members and a provision 
that not more than 3 members shall at any one time be of the same 
political party. The advocates contend that is is a bipartisan com- 
mission. There is no geographical qualification whatsoever. This is 
certainly a weakness in the setting up of that Commission, inasmuch 
as if the Commission is to be truly bipartisan, it should be repre- 
sentative of the different sections of the United States. 

As a matter of law, every member of this Commission could be 
appointed from 1 State, and even from 1 particular city in the United 
States. We concede that probably this will not occur, but we do 

oint out this fact as evidence of the looseness of the language of the 
bill. The Brownell version was hurriedly gotten up and rushed 
over to the House Judiciary Committee for the purpose of being sub- 
stituted for H. R. 627, the bill introduced by the gentleman from New 
York, Mr. Celler, and consequently the bill was not given the con- 
sideration that any kind of legislation is entitled to have. In the 
present bill there is a provision for rules of procedure, but the same 
are not the rules that were submitted to the House on the floor last 

ear by the gentleman from Texas, Mr. Dies, and which were adopted 
by the House. 

Particular attention is called to the provision of page 4, line 17 (k) 
through line 23. This provision endows the Commission with the 
right to issue a subpena for the attendance and testimony of witnesses 
or for the production of written or other matter at any place within 
the judicial circuit in which the witness is found or resides or transacts 
business. The undersigned consider that power completely unreason- 
able and an amendment was offered in the committee to restrict the 
power requiring the attendance of a witness before that Commission 
outside of the State wherein the witness is found, or resides, or trans- 
acts business. That amendment was defeated in the whole committee 
by a vote of 14 to 13, but at least 5 proxy votes were cast against the 
amendment in order to make the 1 majority which resulted in the 
defeat of said amendment. ' 

It will be borne in mind that under the original Brownell version, 
and under the legislation introduced in January of this year, the Com- 
mission was endowed with the power to subpena and compel the at- 
tendance of a witness anywhere within the United States, and the 
restriction of the judicial circuit was by reason of an amendment by 
Subcommittee No. 5. The harshness of this provision in its present 
state can be aptly illustrated by the positive fact that a person in Key 
West, Fla., could be required to attend a hearing at San Antonio, 
Tex., and, as a matter of fact, a person in the Canal Zone could be 
required to attend a hearing anywhere in the State of Texas, or vice 
versa. Further, this Commission is nothing more nor less than a 
national grand jury, lacking only the power of indictment. 

The Justice Department will be represented at the Commission 
hearings, and make no mistake about that. The persons or organiza- 
tions making the allegations against another are indeed well provided 
for in this legislation, These persons when subpenaed as witnesses 
under the terms of this legislation shall receive $4 for each day’s at- 
tendance and for the time necessarily occupied in going to and return- 
ing from the session, plus 8 cents per mile for going from and return- 
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ing to his place of residence. Additionally, those witnesses are en- 
titled to an additional allowance of $12 per day for expenses of sub- 
sistence, including the time necessarily occupied in going to and re- 
turning from the Dl: ice of attendance. 

Indeed, the National Association for the Advancement of Colored 
People, the National Lawyers Guild, American Civil Liberties Union 
and other organizations that are notorious for stirring up litigation 
are abundantly provided for. The intended victim, however, is as 
badly mistreated as those who are making the allegations are well 
treated. Should the intended victim desire witnesses, then that is 
indeed another thing. Hypothetically, let’s assume that allegations 
are made against a person and that person resides in Miami, Fla, 
Then let’s assume that 10 or 15 witnesses have been subpenaed by the 
Commission with guaranties that they shall receive the per diem pay- 
ment allowance, the travel pay allowance, and the subsistence allow- 
ance, and the intended victim is also subpenaed under the same circum- 
stances. Then the victim, realizing that a considerable number of 
witnesses will testify against him, feels that should he fail to go to 
a remote point and testify contrary to the testimony of the majority 

of witnesses, he will be met with a prosecution for contumacy, the 
prosecution being triable in the courts of the district in the judicial 
circuit that he is subpenaed to appear before. 

The intended victim has the responsibility of getting his witnesses 
to the situs of the hearing and paying their expenses while they are 
there. It will further be borne in mind that the persons making these 
allegations will not consult the intended victim as to convenient times 
for these charges to be made, and hearings to be had thereon. As a 
matter of logic, we would rather assume that little consideration would 
be given to the defendant’s convenience. Of course, this testimony 
could be made the basis for prosecutions thereafter, although actually 
the testimony received by the Commission was completely one-sided. 

Page 5, beginning with line 1 through 16, provides that each mem- 
ber of the Commission shall receive the sum of $50 per day for each 
day spent in the work of the Commijssion, and additionally shall be 
reimbursed for actual and necessary travel expenses and shall receive 
a per diem allowance of $12 per day in lieu of actual expenses for 
subsistence. But this is not all by any means the entire cost of that 
Commission. 

See page 6, line 18 through the balance of that page and continuing 
through line 6 of page 7 of the present legislation. These provisions 
provide for the appointment of a full-time staff director and. such 
other personnel as the Commission deems advisable and that these 
individuals shall not receive in excess of $50 per diem. Certainly 
there will have to be a staff director and much personnel, including 
attorneys serving that C ommission, investigators, and snoopers. It 
is true that this bill recites that this Commission shall exist not later 
than 2 vears from the date of the enactment of this law, and that 60 
days after the submission of its final report the Commission shall 
cease to exist. What that will cost the taxpayers of the United States 
during a 2-year period no one can visualize or estimate. 

The authors of this legislation were repeatedly requested to estimate 
the cost of this Commission, personnel, and so forth, and never at any 
time was the author able to give any opinion whatever. Anyone who 
believes that this Commission will cease to exist in 2 years can right- 
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fully be accused of believing in fairies. The 2-year limitation upon 
the duration of the Commission will mark its first milestone to per- 
petuity. There will be so many leftwing pressure groups howling for 
its permanency as now demand its creation. Considerations of polit- 
ical expediency which spawned it will not let it expire. Its hordes of 
employees and snoopers will perpetuate themselves on the public 
payroll. 

Additionally, the undersigned vigorously protest the provision 
allowing the Commission to accept and utilize the services of voluntary 
and uncompensated personnel, with the taxpayers paying such per- 
sonnel actual and necessary travel expenses and subsistence expenses 
as provided on page 7, lines 1 through 5, of this legislation. There is 
no doubt whatever, in our opinion, as to where this uncompensated 
and voluntary personnel will come from. In our opinion, they will 
be representatives of prejudiced and biased pressure groups which 
spawned, nurtured, isbaesanl this legislation, and now seek to spread 
further class hatreds while eking a parasitic existence out of the 
Commission. 

With reference to the duties of the Commission refer to page 5, line 
18, and read through line 14 of page 6 of H. R. 6127, March 19, 1957. 
This C ommission is required 1 in a mandatory way, the language being 
“The Commission shall” investigate allegations in writing y under oath 
or affirmation that certain citizens of the United States are being de- 
prived of their right to vote by reason of their color, race, religion or 
national origin, which writing, under oath or affirmation, shall set 
forth the facts upon which such belief or beliefs are based; the lan- 
guage in the present bill varies materially with the original language 
in the Brownell version. The original Brownell version, which was 
introduced in January 1957, provided that the Commission would 
investigate allegations that certain persons of the United States were 
being deprived of their right to vote or being subject to unwarranted 
economic pressures by reason of their color, race, religion, or national 
origin. 

Much of this language was bitterly and most logically assaulted by 
splendid lawyers appearing before Subcommittee No. 5 and it was 
developed beyond peradventure that a Commission could only inquire 
into matters that Congress could legitimately legislate upon. Nat- 
urally, in the testimony of opponents of this legislation it was pointed 
out that this Commission had no authority whatsoever to investigate 

“nnwarranted economic pressure,” nor to investigate on the subject of 
“religion” or “national origin.’ 

Every Member of the House of Representatives is acquainted with 
the fact that the courts have held that even the House Committee on 
Un-American Activities, investigating activity and plans to overthrow 
this country by force and violence, have been held to the rule that the 
committee could not inquire into any sphere or activity that Congress 
could not legislate upon. These contentions were so effective that the 
subcommittee itself struck the word ‘ “religion” from the bill known 
as committee print, February 28, 1957. It is interesting to observe, 
however, that H. R. 6127, March 19, 1957, page 5, line 29, shows that 
the word “religion” was put back in. The reason w hy the word 

“religion” was put back in was due solely to the fact that intense and 
irresistible pressure had insisted that the word be placed back in the 
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legislation. Certainly, the word “religion” has no place in this legis- 
lation. Amendment I of our Constitution provides that— 


Congress shall make no laws respecting an establishment of 
religion, or prohibiting the free exercise thereof. 


Thank God, every American citizen has the right to the religion of 
his choice and the free exercise thereof. There are many apparent 
reasons why religion should never be made the basis of legislation. 

The Post and 'Times Herald, Monday, March 25, 1957, page A-8, 
carried an article stating that the American Civil Liberties Union had 
drawn up a balance sheet for 1956 and in its 96-page annual report, 
branded the censorship of books, magazines and motion pictures and 
criticized boycotts— 



































whereby religious and other groups not only exercise their 
right to guard the memberships from materia]! believed objec- 
tionable, but also may keep other people from exercising their 
own judgment. * * * The report said the Roman Catholic 
Church was one of the religious groups that had moved in 
that direction. 


Now, there is a sample as to the mischief that this kind of legisla- 
tion will create. Can it be said that the Catholic Church is to be 
censured and punished because as a church it brands books, magazines, 
and motion pictures as objectionable to its membership? Can it be 
true that a church does not have the right to make its voice heard ? 
Certainly the law does not bind anyone to accept the edict of a church, 
but when you come to the point that the law of the United States 
says what a church cannot teach or advocate concerning filth, inde- 
eency, contrary to its religion, then our form of government is gone. 

The original Brownell bill provided that one of the duties of the 
Commission would be also to inquire into not only the right to vote, 
but would inguire into “social” as well as “unwarranted economic 
pressures.” So far as the undersigned have been able to discover, 
this is the first time that any Congress of the United States ever 
sought to inquire into social activities. The word “social” was stricken 
from the bill, and a victory for America was won when that was 
done. The phrase “unwarranted economic pressures” was likewise 
stricken from the bill because under examination no one in this 
country, including Mr. Brownell, could define the meaning of that 
phrase. Many absurd attempts were made, but finally the attempt 
to define that phrase was given up as being hopeless. 

Certainly, the mandatory requirement that the Commission “shall 
investigate” should be changed and the discretionary word “may” 
should be substituted for “shall.” 














PART II 


Part II will be found on page 9, beginning on line 7 and reading 
through line 14. This provision is for an Assistant Attorney General 
in the Department of Justice. On the face, this is an innocent pro- 
vision. The trouble is that it does not tell us how many assistants to 
the Assistant Attorney General or how many other lawyers shall 
be employed in the Civil Rights Division of the Department of Jus- 
tice, at the taxpayers’ expense. The undersigned are of the opinion, 
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however, that between 50 and 100 assistants to the Assistant Attorney 
General will be provided by this legislation, together with the at- 
tendant expenses, including their salaries, their stenographers, clerks, 
and so forth. We believe that because there was testimony before 
Subcommittee No. 2 in 1955 that at least 50 additional attorneys 
would be required. We also know that when this particular pro- 
vision was before the full committee, an amendment was offered 
providing that not more than 15 assistants to the assistant, or attor- 
neys would be employed and that this number was raised to 25, and 
the amendment was defeated by a close vote. We also know that the 
argument against these amendments was that they simply did not 
know how many additional assistants to the Assistant Attorney Gen- 
eral would be required. 

We also know that an amendment was offered in the full committee 
providing that not more than $200,000 would be spent by the Com- 
mission during the 2 years provided in this act and that amendment 
was changed by raising the sum to $300,000 and both of these amend- 
ments were defeated, and certainly the premise must have been on 
the ground that this Commission would cost far more than either 
of those sums. 

It would be interesting to know and this Congress should concern 
itself with the cost of this Commission, or the approximate cost, and 
the cost of this Civil Rights Division, to the taxpayers of this country. 
The manifest purpose of this provision relating to the setting up of a 
new department in the Department of Justice is to give permanent 
continuity to the attempt to broaden and expand Federal authority 
into an area which belongs to the States. It 1s designed to constitute 
the Attorney General as father-confessor, and special counsel, at public 
expense, to every person who fancies that he has a civil-rights griev- 
ance. It will enable the Attorney General, in the name of the United 
States, to bring suits in the name of the United States at the request 
of a wild-eyed left-wing organization on behalf of individuals, whether 
the individuals request such services or not, and in behalf of indi- 
viduals who should employ and pay counsel of their own selection. 
Certainly, it is to be anticipated inasmuch as the thread has run 
through the hearings on civil-rights legislation consistently, that the 
Attorney General will set up regional offices under this provision, and 
will have his lawyers and snoopers in every area of the United States. 


PART III 


The provisions in part III are truly shocking. This provision gives 
the Attorney General blanket authority to institute civil actions for 
the United States, in the name of the United States, against any per- 
sons that the suit alleges are engaged in or about to engage in any acts 
which would form the basis of a cause of action under this legislation, 
he is endowed with the privilege of setting up law through injunction. 
He can apply for a permanent or temporary injunction, restraining, 
or other order. This application could be ex parte and without notice. 

The arguments advanced to support this procedure are absurd and 
shocking. The contention of the Attorney General was that there 
is a dislike toward criminal prosecution, because when prosecutions 
are brought against public officials they are productive of hard feel- 
ings. It was well to discuss the feelings of public officials, inasmuch 
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as it is conceded by the proponents that this legislation will be widely 
used against the State boards of education, county and city boards of 
education, and against the school systems of the various municipalities 
throughout our country; also that such proceedings will be widely 
used against all of the registrars and all of the persons conductin 
elections and primaries within the various States, counties, cities, mi 
hamlets. 

Consider the effect of this legislation on State and local Jaw enforce- 
ment; police oflicers will be faced with the threat of a Federal injunc- 
tion. That can only mean the chaos which must result from the 
breakdown of law and order. 

If criminal prosecutions are productive of inflammatory feelings, 
consider what the feelings of these officials that we have just described 
herein will be toward an all-powerful Federal Government which 
proceeds against them by way of injunction, many times ex parte 
injunctions, and of course these proceedings can and doubtless will be 
brought at the most inconvenient times, so far as conducting the affairs 
of those particular officials are concerned. 

There is no such thing as a Federal election. There is no Federal 
election machinery. Every election is a State election and conducted 
under provisions of State law. 

Under this provision and similar provisions in part IV of this legis- 
lation, the States can and doubtless will be condemned without a trial 
by jury. It is not hard to conceive that under the authority set out in 
this provision, the election machinery of a State or States could be 
obstructed and destroyed, both as to primary and general elections. 

As a matter of fact, the Attorney General, without any limitations, 
may step in and virtually take over State law, remedy, procedure, 
State jurisdiction, and State authority may be ruthlessly thrust aside. 
Never has a Congress considered a more serious matter than the 
proposals of law by injunctions. This does not present solely a ques- 
tion as to race or discrimination. The question here is whether or not 
Congress is going to endorse the bold and unprecedented arrogation 
of Federal power to the exclusion of the constitutional rights of a 
State to regulate and administer her own electoral processes and, 
whether or not this Congress is going to abolish this sacred right of 
trial by jury. 

It will be specifically noted that the powers to be conferred upon 
the Attorney General under part III and part IV, the Attorney Gen- 
eral is permitted to bring these actions, although the party aggrieved 
has not exhausted any administrative or other remedies that may be 
provided by law. That provision will simply annul the powers of the 
State. As a matter of fact, the undersigned are of the opinion that 
every one of the 48 States has legislation, sound legislation, affording 
speedy and efficient remedies whereby any person aggrieved might 
resort and obtain speedy and honest relief. Actually this proposal is 
an insult to the States, the judicial systems of the States, and all public 
officers of the States. 

PART IV 





Part IV applies to voting and the right to vote. On page 11, lines 
11 and 12, we notice that this provision will apply to a person, whether 
acting under color of law or otherwise. We can understand a provi- 
sion designed against persons acting under color of law, because in 
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order to act under color of law, they will have to be acting under State 
authority. We do not understand the word “otherwise,” and we sim- 
ly cannot believe that such a word ean be legally used in legislation. 
Part IV provides again for the Attorney General, using the powers 
of a complete czar, and actually becoming the United States, to the 
exclusion of the other millions of citizens of this country who thought 
they formed a part of this great country, relentless pursuing the State, 
county, and municipal machinery, and each and every person that 
someone thinks has violated some one of the provisions of part IV. 

Certainly, Congress will have abdicated if they give to the Attorney 
General the power that is being asked for herein. The Attorney Gen- 
eral says that the provisions giving him this tremendous power are far 
less offensive than making the offenses criminal. We doubt that many 
share that view. People do not look with favor upon a proposal to 
abolish the time-honored safeguard of the right of trial by jury. The 
people of this country have no idea of substituting the trial by jury 
for the contempt powers of the Federal judiciary. The people have no 
idea of allowing the Attorney General to banish from American legal 
jurisprudence the right of an accused person to demand the nature and 
the cause of the accusation against him, and to be confronted by his 
accusers, to demand proof, to place himself in a position to plead not 
guilty, and to cross-examine those adverse and hostile to his right. 

We respectfully point out to the Members of Congress that the 
people are expecting them to preserve the constitutional principles. 
On reflection it well might be that the people would prefer criminal 
prosecutions with a right of trial by jury. We believe in the jury 
system. We believe the Members of Congress believe in the jury 
system, and we know the people of this country demand the preserva- 
tion of the jury system. 

We cannot bring ourselves to believe that Congress will knowingly 
enact a law that will place into the hands of an Attorney General in 
the Department of Justice, knowing that his long arm reaches into 
every district court throughout this land, and virtually dictates the 
policies of every district attorney in the district courts of this country, 
and permit him, through the tremendous power with which he is 
already endowed, to make a shambles of the sacred rights of each and 
every person charged with a violation of our laws. It is common 
knowledge that people fear Federal courts. Here we have the issue: 
Will we or will we not deliberately make the Federal courts of this 
land a Frankenstein, and one that throws fear into the heart and soul 
of every one of our citizens? 

Fortunately, the Members of this Congress have been permitted 
to observe some of the highhanded methods used by the Department 
of Justice in cases where law by injunction has been set up and where 
contempts have been brought against individuals. No longer do we 
have to wonder what the results will be, because now we know. 

If there be any Member of this Congress who does not know, go 
out and ask labor what it means to be tried by injunction and contempt, 
and without the benefit of a jury trial. Labor has felt the wrath of 
this law by injunction and contempt procedure, and labor can tell 
everyone what it means, and will warn everyone not only of the dan- 
gers, but will tell them of the injustices imposed upon them by reason 
thereof. The Norris-LaGuardia Act, and particularly that part of 
said act now codified as title 29, United States Code, section 101, and 
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other sections, was not enacted into law without cause. Before passi 
that act, Congress necessarily took into consideration the evils a 
injunction and contempt proceedings without the right of trial by 
jury, and found them numerous enough to require the passage of that 
act. The report from the Senate Committee on the Judiciary accom- 
panying that legislation should be read by every Member of Congress, 
and particularly that portion of the report commencing on page 16 
thereof, entitled “Abuses of Injunctive Power.” 

Sections 401, 402, 3691, 3692 of title 18, United States Code and rule 
42 of the Rules of Criminal Procedure govern criminal contempts. 
Under section 3691, one accused of contempt may demand a trial by 
jury but an exemption is made in an instance where the contempt was 
committed in the presence of the court, or so near thereto as to obstruct 
the administration of justice, or to contempts committed in disobedi- 
ence of any lawful writ, process, order, rule, decree, or command en- 
tered in any suit or action brought or prosecuted in the name of, or 
on behalf of, the United States. The language “in the name of, or 
or on behalf of, the United States” is the exact language contained 
in H. R. 6127. There can be no doubt, therefore, that a contempt 
arising out of any action brought or prosecuted in the name of, or 
on behalf of, the United States as provided in this bill will deny the 
person accused of contempt of the right of trial by jury. 

The contempt cases down in Clinton, Tenn., eloquently prove that 
the undersigned are correct in their views. ‘True, the Department of 
Justice has been trying to get out of the awkward situation that it 
has found itself in when sometime ago it deliberately moved in down 
there and by way of amendment had the United States made a party 
in that particular case. According to the newspapers, some of the 
defendants cited for contempt, appeared before the district court 
down in Tennessee a few days ago and demanded the right of trial 
by jury, and according to the news report the judge reminded them 
that the point had not been decided yet. Of course, the point is 
decided, and was decided long before this case ever came into being. 
Had it not been for the fact that this point had been decided, there 
would have been no reason for the legislation providing that in labor 
disputes, the persons charged would have the right of a jury trial. 
What the people want are not high-sounding legal arguments, and 
puerile attempts at technical legal discussions to demonstrate that jury 
trials are not permissible. What the people of this country want and 
what they demand are the rights of trial by jury. 

The people in ali of the States of this Union also want the right of 
their States to maintain law and order, to exercise police powers 
within their own borders and the right to hold their elections accord- 
ing to State laws and in harmony with the Constitution of the United 
States. The people do not wish to see an end to State government in 
the United States, and when informed, be certain that they will rise 
in just wrath against those who, through neglect, indifference, or lack 
of respect for those rights, stood in a position to preserve those rights 
and failed them at a crucial time. 

We would like to pose this question to the Attorney General and to 
the authors of this legislation: Tell us why labor unions argued so 
vigorously for the right of trial by jury in injunctive and contempt 
procedures arising out of labor disputes? ‘Tell us if the Department 
of Justice has the power to try labor unions or persons for contempt 
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arising out of labor disputes and bypassing the right of trial by jury 
in the process? Also, we ask the Department of Justice were not the 
fundamental civil rights of the persons involved in labor disputes the 
basis for the provision of the right of trial by jury? While we do 
not recommend it, we ask the Department of Justice if, in the spirit 
of fairness, that they should in having law by injunction and contempt 
established in this legislation, will they move for the broadening of 
the Federal power of police against all labor union activities, and ask 


‘that the right of trial by jury for persons involved in labor disputes 


be bypasse : 

No further Federal civil rights legislation has been enacted since the 
year 1875. This is the most eloquent argument against the Poee 
civil rights legislation now that anyone could possibly present. We 
believe that we have gotten along well without such iniquitous legisla- 
tion, and we are proud of the United States and every one of the 
individual States. In the hearings that have been conducted before 
the House Judiciary Committee over a period of many years, we have 
been unable to discover a single line of testimony from any individual 
appearing in person and on his own behalf contending that such per- 
son’s civil rights had been abused. Why swap the harmony and unity 
prevailing over this country today for proposals that will undoubt- 
edly bring chaos, dissension and strife into this land so rich with 
promise for the future, that promise being predicated upon a glorious 

ast. 

, Under no circumstances can our opposition be referred to as sec- 
tional. We have no patience with that kind of argument and section- 
alism has no place in our Government. We count it a definite privi- 
lege to live in this country and we are prond of this country and we 
love our Constitution, our form of government, and we know full well 
that our opposition to this type of legislation is in harmony with the 
impulses of our hearts and souls, to see this country grow grander and 
better every succeeding day. 

In conclusion, we desire to express our gratitude to our chairman 
of the House Judiciary Committee, who permitted for the first time 
any witnesses opposing this legislation to appear and be heard. Fur- 
ther, we are indebted to our chairman for the patience and fairness 
extended to us. We only regret that the opposition could not have 
more time to present their views. We believe in our hearts that if the 
opposing views could actually be given to the American people this 
legislation would be buried, to rise never more. 


Epwiy E. Writs. 
James B. Frazier. 
E. L. Forrester. 
Wm. M. Tock. 
Rosert T. AsHmore. 
JoHN Dowpy. 
Ricuarp H. Porr. 
Wituiam C, Cramer. 
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ADDITIONAL MINORITY VIEWS ON H. R. 6127 


In the 84th Congress, when a similar bill, H. R. 627, was under 
consideration, the minority members of the Judiciary Committee, 
together with the other opponents of this legislation expressed unani- 
mously the viewpoint that the bill was hastily conceived, imperfectly 
drafted, and constitutionally unsound. That conclusion was based up- 
on many factors; the inadequacy of the hearings, which were notorious 
because of the one-sided presentation by the supporters of the bill and 
remarkable by the absence of the opposite views; the rush in the closin 
days of the Congress to present the bill in an election year, confirm 
the conclusion that the measure had been conceived in haste and born 
prematurely. The amendments to that bill on the floor of the House 
of Representatives did more than lend credence to the arguments of 
those opposed to the bill. Fortunately the bill was not considered 
by the other body before the Congress adjourned. 

The history of H. R. 6127 confirms and corroborates the views 
and arguments which we expressed in the preceding Congress. That 
record speaks for itself and needs no support from us. 

The argument that full and complete hearings were necessary and, 
if held, would prove the need for amendments achieved fruition; the 
hearings in this Congress included the views of some of the opposition 
and there were immediate results—results that were Sr lecnstad in our 
criticism of a year ago. The Judiciary Subcommittee upon comple- 
tion of those hearings proceeded to amend the original version— 
identical with that of the 84th Congress—in many ways. Those 
amendments included proposals that the opponents of the legislation 
had advocated and fought for. The views of the majority contained 
in the report accompanying H. R. 6127 state unequivocally that these 
changes were the result of the evidence and testimony adduced at the 
hearing. Among the amendments adopted were at least some rules 
of procedure for the Commission, at least some limitations on its 
subpena power, verified written complaints and the requirement that 
the written consent of the aggrieved party be obtained before the Gov- 
ernmen could initiate an action for damages for deprivation of certain 
civil rights, including the right to vote. 

The action of the full Judiciary Committee is additional proof that 
our original contention was correct. Our plea for time in order to 
collect facts and to analyze the legal ramifications of this problem 
had finally been heard and the results are as we predicted. The com- 
mittee, now armed with better understanding of the problem, amended 
and refined the subcommittee’s amended version. A majority of the 
important amendments sponsored by the minority last year were 
adopted. In fact, others defeated, were so, only because the use of 
proxy votes overcame the majority present and voting. Proof of our 
original position was the adoption of the following amendments: The 
elimination from the duties of the Commission of the investigation 
involving “unwarranted economic pressures”; the deletion of “eco- 


50 





nat 
2in 
hat 


em 
m- 
led 
the 
ere 


ur 
“he 
ion 
CO- 


CIVIL RIGHTS 51 


nomic and social developments” from the study of the denial of equal 
protection of the laws under the Constitution; a curtailment of the 
unlimited use of voluntary personnel; the necessity for consultation 
with State officials; the requirement that allegations of deprivation 
of the right to vote by reason of discrimination set forth the facts upon 
which the charge is based ; and, finally, the elimination from the legis- 
lation in both parts IV and V of the authority to permit the Attorney 
General of the United States to institute civil actions in the name of 
the United States but for the real party in interest to recover damages 
for deprivation of certain civil rights or for a denial of the right to 
vote in Federal elections. 

Such refinement and improvement in the legislation should not. be 
construed as even the slightest indicia of approval of the bill on the 
part of the undersigned. Our disapproval to this legisation is far too 
fundamental to be influence even by those amendments. We are ada- 
mant in our position that legislation as basically wrong as this bill is 
can never be made right. Minor mitigation of an evil still leaves the 
essence of the evil. 

The recitation of the legislative history of the bill—H. R, 6127— 
is solely for the purpose of demonstrating that the warnings, the fore- 
bodings and the arguments advanced by the undersigned in the past 
have proven true under the spotlight of study. We are certain that 
further study would result in the rejection of the bill which is truly 
what such legislation merits. 

Our purpose in submitting these minority views is to present all the 
inadequacies, the failures, the contradictions, and the usurpations of 
the traditional rights of the States, which the bill contains. For that 
reason a detailed analysis of each part of the bill is set forth. In the 
knowledge that an objective approach, supported with facts and sus- 
tained by logic, will result inevitably in agreement with our conclusion 
that the bill does not warrant the support of the majority of the mem- 
bership of the House of Representatives, no arguments as to the merits 
of policy need be set forth. We limit effort to a discussion of the bill 
itself. Rejection is warranted, if for no other reason than that the 
bill is completely hostile to the best interests of the United States, the 
sovereign States that compose it and, finally, but most importantly, the 
citizens of this Nation from whom all sovereignty is derived. 


PART I. THE COMMISSION ON CIVIL RIGHTS 


A commission is created in the executive branch of the Government 
to investigate allegations of the denial of the right to vote because of 
race, color, religion, or national origin; to study, collect information 
concerning the legal developments which constitute a denial of equal 
protection of the laws under the Constitution, and appraise the laws 
and policies of the Federal Government with respect to the equal pro- 
tection of the laws under the Constitution. Not more than three mem- 
bers shall be of the same political party. 

The only qualification for membership on the Commission contained 
in the bill is representation for both major parties. That is solel 
a political standard. That confirms the accusation of political moti- 
vation which has been leveled at this legislation from its very incep- 
tion. In the majority views of this report on the Commission refer- 
ence is made to “the very nature of the problem involved” and also to 
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“a more intelligent understanding and approach to this vital prob- 
lem.” ‘The report refers to the problem and the scope of the bill as 
being “a national problem” and the scope as being “that of the entire 
Nation and is not directed at nor motivated by any sectional interest.” 
But does the nature of the composition of the Commission, as pro- 
vided in the bill, meet those same standards? Of course, it does not, 
for the only standard set forth in the bill relates to political repre- 
sentation. But, where does the need for such type of representation 
originate, in face of denials that this bill has no political origins, moti+ 
vation, or aspirations? Certainly, it cannot be maintained that such a 
political standard will assure the objective, nonbiased approach which 
the Sponsors advocate as necessary and proper. The latter observa- 
tion emphasizes the inadequacy of the bill itself in achieving what its 
aan state is necessary. If the problem and the scope of the 
bill are as the report states—national not sectional—then it 1s evident 
that national representation is a necessary factor for the composition of 
the Commission. In the hearings on this bill will be found alleged 
examples of discriminatory practices which have no political aspects 
but which do have geographic tones involving local mores, customs, 
and habits; those examples arise in no one section or locality but are 
found in all sections of the United States. If an intelligent and 
objective approach to the study of such problems is to be made, does 
that not require a knowledge of those factors and an understanding 
of local customs, mores, and habits? The solution of a national prob- 
lem will require representatives of each — geographic segment 
of this country in order that all views may be adequately presented 
and properly considered. The provision for political members is of 
no value whereas the absence of the necessary and proper standards 
for membership can mean only total failure. 

The bill, H. R. 627, 84th Congress, was amended by the House so as 
to include a set of rules of procedure for the Commission. H. R. 6127 
contains rules of procedure which are substantially those which govern 
the committees of the House when engaged in an investigative func- 
tion. The rules provided in the bill are inadequate for more than one 
reason. 

First, the House, itself, in the 84th Congress saw fit to adopt a set 
of rules that are more detailed and stricter than those contained’ in 
the bill; better protection of the rights of all were provided for; 
more orderly procedure was required of the Commission. The mem- 
bership of the House wisely imposed its own judgment over that of 
the committee. It should doso again on H. R. 6127. 

Second, the wisdom of the House is manifest, and the inadequacy 
of the rules in this bill is clear. While those rules are proper for a 
congressional committee they can’t be for a commission in the execu- 
tive branch of the Government; the House, as the parent body, exer- 
cises constant and continuous control and supervision over its com- 
mittees and their activities. But once this legislation is enacted the 
Congress will exercise no further control. The sole opportunity for 
control to prevent any abuse of the power and authority delegated to 
the Commission by this bill is by the insertion of adequate rules in the 
bill before enactment. 

Under the bill the Commission is granted the power of subpena—a 
grant not usually made. It isthat very grant of power which necessi- 
tates the bill insofar as the creation of the Commission is concerned. 
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It could be created—one on civil rights had been previously—by an 
Executive order of the President, but such a Commission would not 
have the power of subpena. The mere fact that the advocates of this 
legislation place such importance upon that power behooves us to 
examine carefully the grant of this potent and powerful weapon. 
Moreover, hostility and opposition must be expected otherwise there 
would be no need for a subpena. The connotation of that situation 
indicates the necessity for caution and restraint. The threat and 
possibility of contempt proceedings involve basic rights that must not 
be disregarded. It is our duty and responsibility to be certain that 
when we confer such vast power and- authority on a body over which 
we will have no future control we do so in a manner and under a 

rocedure which will protect the citizens who will come within the 
jurisdiction of the Commission. 

One of the most flagrant omissions of this proposal is the lack of 
protection for the rights of those subpenaed. A witness can be com- 
pelled to appear before the Commission anywhere within the Federal 

udicial circuit wherein he is found, resides, or transacts business. 
Those circuits are composed of several States and encompass ex- 
tensive areas. Witnesses can be compelled to travel great distances— 
even beyond the borders of their home States. If a contempt pro- 
ceeding should ensue a witness may be compelled to face a trial in 
strange surroundings. Such a predicament, to say the least, is viola- 
tive of the spirit, if not the letter, of the constitutional protection 
usually accorded to one faced with criminal charges. 

The section of the proposal which outlines the duties of the Com- 
mission presents an excellent example of the contradictory, inadequate, 
and loose language of the bill. 

The Commission is commanded to investigate allegations of denials 
of the right to vote because of race, color, religion, or national origin. 
The testimony at the hearings fails to indicate the need for the in- 
clusion of the categories of religion or national origin; there is not 
even a record of allegations, let alone facts, to support their insertion 
in the bill. Indeed, the subject of religion is a field where the Con- 
gress has never legislated and, rightly so, in view of the prohibition 
of the first amendment. 

In regard to that aspect of the duty of the Commission, is it not 
proper to ask why the investigations are limited to a denial by reason 
of only those categories? If the importance of the right to vote, 
which no one questions, necessitates such an investigation, then why 
the limitations in this bill? If any legislation in this field is war- 
ranted, all infringements on the right to vote should be included. It 
is the denial of the right to vote and not the reason for the denial 
which is paramount. 

The only duty imposed upon the Commission is to study and ap- 
praise the laws and policies of the Federal Government with respect 
to equal protection of the laws and the legal developments constituting 
a denial of equal protection of the laws under the Constitution. 

That proposal is typical of the loose language of the bill. The very 
field which it encompasses is one that the majority in its report 
said “—touches the very essence of Federal-State relationship.” That 
has been the contention of the opponents of this legislation for years; 
that area is truly “complex and delicate” as the majority also said. 
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Those are the very reasons for our advocacy of restraint, caution, and 
discretion. That is among others the basis for our opposition to 
delegating our congressional responsibility to any other body—let 
alone a Commission such as proposed here. 

The phrase, “equal protection of the laws,” the phrase “right to 
vote” involve necessarily the 14th and 15th amendments, and so in- 
directly the laws and administration of the laws of the States as well 
as the United States. But there is another amendment in the Con- 
stitution that is just as inextricably related to the problem as the other 
two amendments mentioned above, and that is the 10th amendment. 
How can any proper study of thé matter proposed by this bill be made 
without iidluding the 10th amendment? Should not each and every 
law or policy of the Federal Government and of the State be analyzed 
from the constitutional standpoint of the 10th as well as the 14th and 
15th amendments? Such an omission would render any study and re- 
port worthless and meaningless. But one must search in vain for any 
mention of the 10th amendment in the bill. Are not the rights of the 
sovereign States worthy of consideration? Are they not part of 
“the very essence of Federal-State relationship” ? 

The provisions contained in parts III and IV of the bill are referred 
to as amendments of existing law and so they are, but only as to form. 
Those provisions pioneer in the electoral and civil rights areas as no 
other legislative proposals have done since the enactment of the origi- 
nal civil-rights acts and, as will be demonstrated later, surpass the basic 
statutes which they are alleged to amend. 

It is most important here to note that the basic purpose of the Com- 
mission created in part I of this same bill is to conduct a study and 
make recommendations on the very subjects we are asked to legislate 
at the same time. Is this not inconsistent and contradictory? Either 
we need the study and, therefore, should await a report, or there is no 
need for the Commission, if parts III and IV are necessary. The 
enactment of the bill as reported will place a paradox in the laws of 
this Nation. 


PART II. AN ADDITIONAL ASSISTANT ATTORNEY GENERAL 


The bill authorizes the appointment of an additional Assistant At- 
torney General. It has been —, assumed that he would be in 
charge of a newly created Civil Rights Division in the Department of 
Justice. But such an assumption rests on very indefinite grounds, 
There is not a solitary phrase in the bill which would justify that con- 
clusion. The views of the majority state that— 


it is the understanding of the committee, predicated upon the 
testimony of the Attorney General, that the individual au- 
thorized to be employed by this section will be so designated 
and given such conan (head of a Civil Rights Divi- 
sion). 

That proposal typifies other sections of the bill which authorizes 
uncontrolled and unlimited power, authority, and expenditures of 
funds. H. R. 6127 is shot through which such “blank check” provi- 
sions. Nowhere has there been any estimate of the cost of this pro- 
posal, and even its supporters are unable to give an approximation of 
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either the cost of or the number of persons who will be employed under 
the bill. 

As a matter of fact, the creation of the new Division is not necessa: 
and is dangerous. Since the present civil-rights section in the Crimi- 
nal Division was created in 1939 it has been anything but busy; other 
sections of the same Department are far more entitled by their records 
to be made a separate division. In the past few years the work of that 
section has increased but only as a result of the unauthorized expansion 
of Federal authority into a field traditionally reserved to the States 
and to the people. This bill requests congressional approval of that 
activity ond Se congressional authority to expand further. 

The enactment of these roposals will afford justification of the 
growth of a new type of Federal bureaucracy ; one that will reach into 
the daily lives and relationship of one citizen with another. The pos- 
sible results and ramifications of such a condition give cause for con- 
cern. ‘That concern exists presently in the hearts and minds of many 
Americans and justifiably so as the experiences of the past few years 
have taught them. 

Since the founding of this Nation fear of a strong Federal Govern- 
ment has lurked in the minds of our citizens; the threat of greater cen- 
tralization as contained in H. R. 6127 has greatly increased their con- 
cern. The fact that the Attorney General of the United States, oper- 
ating from a central point in Washington, will reach out and institute 
civil suits involving their everyday activities and relationships in their 
local communities and which will inevitably result in a fine or imprison- 
ment without a trial by jury is indeed cause for alarm and apprehen- 
sion on their part. Is there any need to demonstrate further that this 
particular provision is dangerous and also unnecessary? More harm 
than good is the only result that the enactment of this bill will produce. 


PART III. AMENDMENTS TO THE CRIMINAL CONSPIRACY STATUTE 


The third part of the bill, H. R. 6127, consists in amendments to the 
Criminal Conspiracy Statutes, now contained in the 42, United States 
Code, section 1985. At the present time that statute authorizes civil 
suits by private persons who are injured by acts done in furtherance 
of a conspiracy to prevent officers from doing their duty, to obstruct 
justice, or to deprive persons of their rights to the equal protection 
of the laws and equal privileges under the laws, 

Under the provisions of H. R. 6127 the Attorney General is au- 
thorized to institute civil actions in the name of the United States or 
on behalf of the United States for injunctive or other proper relief 
whenever anyone has engaged or there are reasonable grounds to be- 
lieve that one is about to engage in acts that would give rise to a cause 
of action under existing law, and the consent of the aggrieved indi- 
vidual is not a necessary condition precedent for such suit. In addition 
such action may be taken even though parties have failed to exhaust 
State remedies available to them. 

Prior to amendment in the full committee this proposal even per- 
mitted the Attorney General to recover damages for the injured person 
on the condition that such a person gave written consent. A construe- 
tive amendment has eliminated that unprecedented proposal whereby 
the Attorney General of the United States would represent private 
litigants in a civil action to recover damages. But it must be noted 
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that he still possesses the authority to institute other legal proceed- 
ings without the consent of the injured private party. Such consent 
should be required and it should be in writing. 

The need for part IIT has not been established; the hearings fail to 
indicate the need, and the Attorney General has not furnished evi- 
dence for the grant of such authority. 

In the first place, section 1985 of title 42, United States Code, is 
unclear and of doubtful constitutionality. In Collins v. Hardyman 
— U. S. 651, 656, (1951) ), the Supreme Court of the United States 
said: 

This statutory provision has long been dormant. It was 
introduced into the Federal statutes by the act of April 20, 
1871, entitled “An act to enforce the provisions of the 14th 
amendment to the Constitution of the United States, and 
for other purposes.” The act was among the last of the recon- 
struction legislation to be based on the “conquered province” 
theory which prevailed in Congress for a period following 
the Civil War. This statute, without separability provisions, 
established the civil liability with which we are here con- 
cerned as well as other civil liabilities, together with parallel 
criminal liabilities. It also provided that unlawful combi- 
nations and conspiracies named in the act might be deemed 
rebellions, and authorized the President to employ the militia 
to suppress them. The President was also authorized to 
suspend the privilege of the writ of habeas corpus. It pro- 
hibited any person from being a Federal grand or petit juror 
in any case arising under the act unless he took and subscribed 
an oath in open court “that he has never, directly or indirectly, 
counseled, advised, or voluntarily aided any such combina- 
tion or conspiracy.” Heavy penalties and liabilities were laid 
upon any person who, with knowledge of such conspiracies, 
aided them or failed to do what he could to suppress them. 

The act, popularly known as the Ku Klux Act, was passed 
by a partisan vote in a highly inflamed atmosphere. it was 
preceded by spirited debate which pointed out its grave 
character and susceptibility to abuse, and its defects were 
soon realized when its execution brought about a severe 
reaction. 

The provision establishing criminal conspiracies in lan- 
guage indistinguishable from that used to describe civil con- 
spiracies came to judgment in United States v. Harris (106 
U. S. 629). It was held unconstitutional. This decision 
was in harmony with that of other important decisions dur- 
ing that period by a Court, every member of which had been 
appointed by Presidents Lincoln, Grant, Hayes, Garfield, or 
Arthur—all indoctrinated in the cause which produced the. 
14th amendment, but convinced that it was not to be used 
to centralize power so as to upset the Federal system. 


Doubt as to the constitutionality of the proposal suffices as a warnin 
and necessitates close scrutiny. There is no doubt that this proposa 
cannot stand such an inspection and analysis. The absence of proof 
that there is a need for it has been shown; its provisions themselves are 
ample evidence of the unprecedented legal procedures it will spawn 
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and of the total abandonment of long-established principles of equity 
jurisprudence; the language of the —— necessitates disregard for 
traditional State administrative and judicial procedures. These facts 
in and of themselves justify defeat of the proposal, but, if final and 
convincing proof be needed, the record speaks for itself. 

The hearings before Subcommittee No. 5, Committee on the Ju- 
diciary, 85th Congress, serial No. 1, pages 595 and 596, contain a ques- 
tion asked of the Attorney General - the chairman and the former’s 
answer thereto. The chairman, referring to the third subsection of 
section 1985 of title 42, United States Code, commented that the exist- 
ing language was broad enough to mean that deprivation of the equal 
protection of the laws included all laws on the economic, political, edu- 
cational, and industrial level. In reply, the Attorney General stated 
that, while his enforcement powers were concerned uniquely in the 

roblem of the area of schools because of the unique nature of the 
Rearents Court decision in that field, and, with that exception, the 
statute would apply to all other areas of civil rights. 

In the light of the Attorney General’s interpretation, it must be 
clear that Congress is being asked to place its approval upon a bill 
not only of doubtful constitutionality but also one that raises questions 
of many and myriad ramifications. For example, does this proposal 
include within its scope the right to vote under the provisions of the 
Federal law, commonly referred to as the Taft-Hartley law? Is that 
right to vote one included in the investigation by the Commission of 
the denial of the right to vote? Is that included in the phrase “equal 
protection of the laws”? These questions are unanswered in the bill. 

There seems little justification for the Congress to confer extraordi- 
nary powers on the Attorney General in view of the doubts and vague- 
ness of the bill. The vagueness, generality, and indefiniteness of the 
language of the bill coupled with the plenitude of the powers it con- 
fers demand its defeat. Its enactment would open a Pandora’s box of 
unceasing and harassing litigation which would pit the private citizen 
against his Government in many unexpected ways. It could be em- 
ployed in school segregation cases—justifiably or not—an area now 
sufiering from the abandonment of established legal doctrine for the 
improvisation of sociological expediency. 


PART IV. REGULATION OF VOTING 


The provisions of this part of the bill amend existing law by addin 
to title 42, United States Code, section 1971 a new subsection of bean 
new matter. The proposed amendment would make it unlawful for 
a private individual as well as one acting under color of law to at- 
tempt to or to interfere with the right to vote at any general, special, 
or primary election relating to Federal officers. An additional sub- 
section provides a remedy for such interference in the form of a civil 
action instituted by the Attorney General on behalf of the United 
States to prevent anyone from interfering with or being about to 
interfere with the right to vote. 

As in part IIT of the bill, there is a waiver of the exhaustion of 
State remedies. Thus, the present proposal provides a new remedy 
where no such remedy exists now. In addition, the scope of the pro- 

ed amendment goes far beyond what the statutes now encompass. 
or example, the proposed amendment used the word “primary.” 











58 CIVIL RIGHTS 


Does that word mean “primary” as you and I interpret it? Of course 
it doesn’t. A recent decision of the Supreme Court, Zerry v. Adams 
(345 U. S. 461), decided in 1952, held that the selection of candidates 
for a primary was within the scope of the Federal statutes. This 
bill would remove all doubt as to how far Federal authorities could 
go not only in the election but in the selection of candidates either for 
primary or general elections. But the most important factor, one 
that goes beyond the Supreme Court ruling, is the additional reference 
which is made by the proposed amendment to individual action not 
under the color of law. This is where the proposed amendment varies 
and differs from the ruling of the Supreme Court. That ruling, 
referring to the “Jaybird” primary of Texas, was predicated upon the 
fact that the action condemned was under the color of law. The 
language in the proposed amendment is “whether acting under color 
of law or otherwise.’ 

As was said before, no one disputes the right to vote for that is not 
the problem created by part IV of H. R. 6127. Since the inception of 
this Government, the Congress has never legislated in the electoral 
field except to fix the date for the holding of elections for national 
office and to implement the 14th and 15th amendments by providing 
for enforcement through criminal sanctions. Our history shows how 
consistent Congress was in its respect for tradition which holds that 
basically and fundamentally matters of election have been subject to 
State legislation. Congress has never attempted to interfere with 
the right of the States in that respect. 

Tt is evident from the language of the bill that the proposal will 
inject, for the first time, the power of the Federal Government in the 
area of voting rights. Immediately there comes to mind not the 
possibility but the definite probability that the argument will be 
made and based upon past decisions sustained that by the mere en- 
actment of this bill the Federal Government will have preempted, to 
the exclusion of all State jurisdiction, the right to vote for Federal 
office. The line of decisions of the Supreme Court of the United 
States prior to and since the case of Pennsylvania v. Nelson (350 
U. S. 497), decided in 1956, is ample support for this contention. 

If there be need for any further indication of the above contention 
and one that can be easily twisted in support of the preemption 
doctrine, reference to the disregard of State administrative procedure 
is confirmatory. The bill unequivocally and unqualified states that 
the civil actions authorized both in parts III and IV may be arr 
without exhaustion of State remedies. That provision is a complete 
denial of equitable jurisprudence as well as existing law. As recently 
as March 25, 1957, the Supreme Court of the United States, in the 
case of Carson v. Warlick, denied certiorari and, in effect, sustained 
the ruling of the Court of Appeals of the Fourth Circuit (238 F. 2d 
724), which denied relief because of a failure to exhaust administra- 
tive remedy provided by State law. See also Peay vs. Cow (190 F. 
9d. 123). 

The most glaring omission of the entire bill is the absence of even 
a letter referring to its most disastrous effect—an effect which strikes 
terror in the hearts of every citizen—the plenary grant of authority 
to the Attorney General to institute, in the name of and on behalf 


of the United States, civil actions for authority or other proper re- 
lief involving the question of the enforcement of court orders. The 
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one and only means of such enforcement is through contempt pro- 
ceedings. The contempt is punishable by fine or imprisonment. Un- 
der Federal law, where a contempt of court is also a violation of Fed- 
eral or State law, the accused is guaranteed the right to demand a 
trial by jury. That right to jury trial, however, is not absolute for 
there are three instances in which there is a denial of the right of trial 
by jury. The first is merely where the contempt was committed in the 
presence of a court, and the other where the commission of contempt 
was so near to the court so as to obstruct justice. It is the last instance, 
however, that is fraught with danger. This instance is where there 
is a violation or disobedience of an order entered in any suit or action 
brought or prosecuted in the name of or on behalf of the United States 

(18 U.S. C. 3691). 

Attention must be paid to the language in the above-quoted statute 
so as to compare it with the language in the bill itself. In each part 
of the bill under discussion, the authority of the Attorney General 
includes the language “for the United States or in the name of the 
United States.” "There can be no doubt in the mind of any clear think- 
ing person that in all actions commenced under the provisions of this 
bill they will be in the name of or on behalf of the United States. That 
means, then, that any contempt emanating from such a suit will not 
entitle the accused to demand a trial by jury. If it was the intent 
of the advocates of this legislation to avoid fields which should be cov- 
ered by criminal law enforcement, no more insidious device could have 
been conceived than to achieve that same end by means of civil pro- 
ceedings. Those advocates well know that to enforce, through crimi- 
ual sanction, the ends which they seek in this legislation, they must 
meet the constitutionally guaranteed rights of trial by jury. But in 
order to circumvent that true American test of guilt, our American 
jurisprudence is subverted by a backdoor approach to avoid the con- 
stitutional right of jury trial. The means appear innocent on its face, 
but the result is disastrous. By making the United States a party to 
a civil proceeding wherein it is not even aggrieved and does not prop- 
erly belong, the bill makes shambles of one of the greatest bulwar 
of our constitutional liberties, namely, the right to be tried by a jury 
of one’s peers. 

Once before in our history Congress rose up in its wrath against a 
judicial abuse of authority and that was in the field of labor injunc- 
tions. In the Norris-LaGuardia Act the Congress curtailed the court’s 
oo to issue injunctions in labor disputes. But it protected and 

uttressed the rights of those who might be subject to the power by 
guaranteeing to them the right to trial by jury, even in the case where 
the action was instituted in the name of, or prosecuted on behalf of, 
the United States. If we are to legislate in this field of civil rights, 
it behooves us to follow the sterling example of our predecessors who 
provided protection for civil rights when it enacted the provisions of 
the Norris-LaGuardia Act so as to guarantee jury trial. 

_Only by bringing together the various parts of the bill under con- 
sideration can we realize the dangers involved and the deadly threats 
to constitutional liberties. 

For example, part II would create a Civil Rights Division in the 
Department of Justice, headed by an additional Assistant Attorney 
General and manned with an unlimited number of lawyers. The 
creation of a new division might in itself appear harmless, but—make 
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no mistake about it—the lawyers in that division will displace local 
United States attorneys in the prosecution of all actions authorized to 
be filed. It can be expected, therefore, that United States attorne 
who are familiar with local laws and customs will be relegated to the 
background and the cases will be presented by strange lawyers from 
Washington headquarters. 

Parts III and IV of the bill provide a device to bypass State laws, 
State remedies, State courts, State judges, and State agencies. Here 
is the second step deliberately planned to strike down States rights. 
Finally, under the calculated scheme of the bill all actions instituted 
would be filed in the name of or on behalf of the United States and 
tried before the Federal courts and in the enforcement of Federal 
court orders and decrees through contempt proceedings the defendants 
would be deprived of trial by jury. 

When we bring these provisions which appear here and there in 
the bill in close context, we see the totality of the powers vested in the 
Central Government wrapped up in one package; unlimited grant of 
power to Federal authorities, abandonment of the concept of State’s 
sovereignty, and eradication of trial by jury. 

Armed with the powers that this bill would expressly confer, a 
politically minded Attorney General, in combination with an unreason- 
able Federal district judge, could terrorize the gin in any commu- 
nity. No Attorney General should ever seek such powers and Congress 
ought never to grant them. 

Epwin E. W1111s, 

J AMEs B, Frazier, 

E. L, Forrester, 
Wa. M. Tuck, 
Rosert T. ASHMOoRE, 
JoHn Downy, 
Ricuarp H. Porr, 
Wim C. Cramer. 
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of the Union and ordered to be printed 





Mr. Cootry, from the Committee on Agriculture, submitted the 
following 


REPORT 


[To accompany H. R. 4504] 


The Committee on Agriculture to whom was referred the bill 
> 
(H. R. 4504) to encourage the improvement and development of 
marketing facilities for handling perishable agricultural commodities, 
having considered the same, reports favorably thereon with amend- 
p ; 
ments and recommends that the bill as amended do pass. 
The amendments are as follows: 
Page 3, line 20 strike out ‘the creation” and insert “financing 
and refinancing the creation, improvement,”’. 
Page 9, line 7 strike out ‘4 percentum” and insert “such rate of 
ge y, Pp 
interest”’. 
Page 9, line 8 strike out the semicolon and insert “as shall be 
determined by the Secretary;”’. 
Page 14, line 5 strike out “present” and insert “prevent”. 


STATEMENT 


H. R. 4504 is designed to reduce the cost of food to consumers and 
to improve the income of farmers, through more efficient marketing 
of perishable agricultural commodities. 

This bill involves no grant of Federal funds whatever. 

It authorizes the Secretary of Agriculture to insure loans by private 
lending institutions for the improvement and development of whole- 
sale marketing facilities, to lessen the uneconomic practices in anti- 
quated facilities that now cause greatly increased costs, undue losses, 
excessive waste, spoilage, and deterioration in the handling of these 
perishable foods. 

An almost identical bill was passed unanimously by the House in 
the 8ist Congress, but did not come to a vote in the Senate due to 
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the press of emergency legislation. The bill was reported favorably 
again by the House Committee on Agriculture, in the 82d Congress, 
and the House referred it back to this committee after a debate in 
which it was stressed that, due to the Korean conflict, building 
materials were scarce and the time was not favorable for undertaking 
such a program. The bill was reported favorably again by this 
committee, in the 84th Congress. 


A FREE ENTERPRISE PROGRAM 


This bill not only involves no grant of Federal funds but also 
authorizes no direct loans by the Federal Government for the construc- 
tion of new market facilities. Moreover, nothing in this legislation 
permits the Federal Government to construct or to participate in the 
construction of a market facility under any circumstances. 

Basically, the bill authorizes a certification by the Department of 
Agriculture that a modern market facility for a city is needed, that 
the plans proposed are adequate, that the anticipated income from 
rentals for use of the facility will more than amortize its cost, and that 
it will bring about savings in the cost of handling perishable com- 
modities. 

When a proposed construction or improvement of a market meets 
these qualifications, the Federal Government then would be author- 
ized to insure loans by private financial institutions for up to 85 percent 
of the cost of the new or improved facilities. 

The legislation embraces the same principle of mortgage insurance 
that has been employed with great success in the Federal housing 
program. 

It is the opinion of the committee that this program will be operated 
without cost to the Government and that, in fact, it is possible some 
slight profit might accrue from the annual charge of one-half of 1 
we of the principal for mortgage insurance. The committee 

elieves further that, after financial institutions have observed the 
investment potentialities in the construction of these markets, many 
such institutions are likely to undertake financing entirely on their 
own in order to save the charge for mortgage insurance. 

Technical assistance and research of the Department of Agriculture 
would be available in planning market facilities, but only upon request 
by a locality and in collaboration with responsible local or State 
groups or agencies. Likewise, mortgage insurance will be granted 
only pursuant to a formal application by the organization proposin 
the construction of the facilities and the eet! institution interes 
in making the loan. 

BENEFIT TO CONSUMERS 


This legislation would provide the means of improving the quality, 
wholesomeness, sanitation, variety, and nutritive value of fresh fruit, 
vegetables, and other perishable food products available to the average 
city consumer, while reducing the relative cost of these commodities. 
This would be accomplished by the improvement of the physical 
handling of foods through modernized marketing facilities which would 
eliminate waste and inefficiency, keep perishable foods in better con- 
dition, and maintain nutritive values now lost through excessive or 
improper handling. 
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The committee directs the attention of the House to the fact that 
from 1947-49 to 1956 prices received by farmers declined 13 percent, 
while the Bureau of Labor Statistics dex of retail food prices in- 
creased by 10 percent. 

An important reason for the upward trend in the prices consumers 
pay for food is the uneconomic practices in the marketing of perish- 
ible commodities through obsolescent and inadequate facilities in our 
cities. 

This bill is aimed at removing this cause of higher-than-necessary 
food costs. 

BENEFIT TO FARMERS 


In general, the ow to farmers through improved marketing 
facilities would be reflected in an increased demand and a more repre- 
sentative price for the things the farmers produce. Any improvement 
in the marketing system tends to build a sounder and more stable 
agricultural economy. 

Elimination of unnecessary handling costs, reduction in spoilage 
and other losses, and a generally more efficient distribution of perishable 
commodities through modern markets would reduce the spread be- 
tween what the farmer gets for his products and what the consumers 
pay. Since the return to the farmer is usually the consumer price 
less the costs of marketing, any reduction in marketing costs benefits 
the grower through higher prices, increased volume, or both. 

One major direct benefit to agriculture will come in the field of 
pricing. Perishable commodities are sold on open, competitive mar- 
jets, often at absolute auction. Prices the farmers receive through 
the country usually are based on the prices paid in the larger whole- 
sale markets, 

The price at any market frequently is not representative of the 
actual supply and demand situation, and is heataitiy vulnerable to 
manipulation, because the major markets are so inadequate that they 
can handle only a portion of the commodity moving into a few large 
consuming areas, and even this portion often is improperly displayed 
for the attention and convenience of buyers. Thus, the growers 
throughout the country are penalized pricewise because of the physical 
deficiencies of one or a few large markets, 

To render these markets more valuable as focal points of consumer 
demand and farm supply, as proposed in this legislation, will result 
in fairer prices for both the housewife and the farmer. 


BENEFIT TO SMALL BUSINESS 


Corporate food chains owning retail outlets have been able to move 
their wholesale operations into modern warehouses outside the market 
area. But retailers owning only one or a few stores must continue 
to obtain their supplies in the market area where a wide variety of 
products can be obtained at competitive prices. Likewise, the 
independent wholesaler supplying these retailers cannot move out of 
the market area to which the buyers come. This condition forces 
the small-business man, both retailer and wholesaler, to continue to 
use the antiquated market with its crowded conditions and high costs. 
Sometimes the costs of moving products through these old markets 
are more than $100 per carload fristies than the costs of larger firms 
which are able to bypass them. Such higher costs make it difficult 
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for the smaller operator to compete. With the type of facilities 
which this legislation is designed to develop the small businesses 
would be able to operate under conditions comparable to those of 
their larger competitors. 


AN OLD PROBLEM 


The inefficiency of the wholesale market facilities and the attendant 
costs, losses, and waste long have been of concern to all interests seek- 
ing to shorten the price spread in the movement of food between the 
farmer and the consumer. 

In 1917 the President of the United States directed the Federal 
Trade Commission to make an investigation of the wholesale marketin 
of food. This Commission, in its report dated June 3, 1919, conclude 
that the buildings and other facilities for the marketing of perishable 
commodities in the majority of wholesale receiving centers were en- 
tirely inadequate, were generally poorly located with reference to 
terminals, storage, and retailers, were often congested, and were invari- 
ably ill-adapted in construction and arrangement for economic 
marketing. 

This report, written 38 years ago, said: 


The wholesale market districts of large cities are without a 
doubt the factor most responsible for the excess expense of 
marketing perishable foods up to the time they come into the 
hands of retailers and are the cause, directly or indirectly, of 
much of the loss, waste, and excess cost disclosed in the report. 

Any wholesale market approaching the ideal would have 
direct rail connections for the speedy delivery of cars to one 
union produce terminal, where cars will be placed directly at 
the stores of the dealers. It would provide the necessary ter- 
minal and marketing facilities, including adequate, properly 
regulated, and sanitary warehouses and. cold-storage space. 
It would also eliminate all cartage between the freight yards 
and the stores of the wholesale dealers and commission men. 

The present market districts of such cities as New York, 
Chicago, Boston, etc., as well as those of other markets are 
utterly inadequate. They are not strategically or logically 
located. None of them has direct rail connection nor are 
they arranged for the direct unloading of shipments by 
water. Every pound of food must be trucked into and out 
of the district. * * * The majority of the markets are 
crowded into old, congested districts which perhaps were 
adequate 30 to 60 years ago, but which have received little 
intelligent attention for a generation or more, while the 
population we have has vastly increased. * * * In a word, 
the marketing of foodstuffs has been left to take care of 
itself. 

If the wholesaling of foods is to be placed on an efficient 
basis the first and most obvious requirement is that respect- 
ing physical equipment. Facilities adequate to meet every 
need should be provided for the receiving, handling, storing, 
preserving, buying, selling, and delivering, of perishable 
foods. This requirement will not be met under the present 
organization of the marketing system. The benefits arising 
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from economical physical handling of its food supply are 
dependent upon such public action as will secure the facilities 
required, 


For more than a generation, the marketing of perishable foods has 
been the subject of other special investigations and studiés by the 
Federal Government, by the various States, and by universities and 
private research institutions. 

These studies without exception have found that one place where 
much waste and inefficiency exists in the marketing system and where 
the greatest immediate improvement can be made is in the handling 
of perishable agricultural commodities in the wholesale markets of 
the large consuming areas. 

A special subcommittee of the House Committee on Agricultural 
undertook in 1945 an intensive study to find means of solving this 

roblem. This study culminated in the drafting of the Agricultural 
Warketing Act of 1946 which established an intensive program of 
research to develop plans for proper marketing facilities throughout 
the commercial marketing Shansidie: 

This act was intended to provide the specific approach and impetus 
necessary to strengthen the weakest link in the marketing system— 
wholesale perishable market facilities—through technical assistance 
to municipalities, the food trade, and other local groups in surveying 
their existing wholesale perishable market facilities and developing 
plans for more adequate and efficient markets. This service now is 
providing the knowledge of what is needed to improve market facilities 
and how to bring about such improvements. 

However, experience under this act has shown that technical 
guidance and assistance in the development of modern markets is 
not the complete answer to the problem, particularly in the large 
metropolitan areas. 

Markets planned under this program have been built in many Cities 
of medium and small size. But, without Federal financial assistance, 
in many of these places limitations on financing have been such that 
only one source of funds was available. With no alternative the food 
dealers have sometimes paid for this assistance by accepting undesir- 
able conditions not in the public interest. Hence, some of these new 
markets have been built on inadequate sites, their design has had 
weaknesses, and limitations have been placed on the kind of trans- 
portation used. Still other markets have been able to obtain funds 
for construction only by amortizing the loan over a 10-year period, 
which makes the annual rental cost so high as to cause some whole- 
salers to be reluctant to move into the facility. This has resulted 
in a divided market. Even with these handicaps these new markets 
are a tremendous improvement over the ones they replaced, and they 
have been financial successes. Nevertheless they do not serve the 
public interest as well as they could if these handicaps had not been 
placed on them. 

Experience indicates that the larger and more interstate in character 
a market is, the more difficult it is to achieve, by local action alone, 
the needed improvements of facilities. For example, a market in a 
city such as New York handles produce from more than 40 States. 
Besides supplying consumers in New York City, this market is an 
important source of perishable foods for parts of New Jersey, Con- 
necticut, Pennsylvania, and upstate New York, and sends some 
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uantities into more distant States. Thus it is clear the Federal 
overnment has a legitimate interest and responsibility in the estab- 
lishment of effective wholesale markets and that it should offer to assist 
local interests in planning and obtaining private finances for such 
facilities, 
WASTE AND POTENTIAL SAVINGS 


The experience of properly planned markets where they have been 
constructed in recent years shows conclusively that substantial cash 
savings in the handling of perishable commodities can be expected by 
consumers as a result of changing from obsolete and inadequate 
wholesale markets to efficient, modern facilities. As a general rule, 
the economies made possible by the new facilities are sufficient to pay 
for the facilities in a stated amortization period, pay all upkeep and 
operating costs, and still result in a net saving in food handling each 
year of an amount equal to about one-third the total cost of the facili- 
ties. 

The committee found in two large cities that at modern chainstore 
warehouses with direct rail spurs, products were being unloaded from 
cars into warehouses at a cost of $9 per carload, while in these same 
cities the cost ranged from $75 to $115 a carload to move perishables 
from the railroad car into warehouses of wholesalers in the produce 
market district, representing an unnecessary charge to consumers of 
from $66 to $106 on each carload. 

Savings can be achieved by direct rail connections to buildings in 
modern market districts, by wide streets for the use of motor vehicles, 
platforms of proper height for efficient loading and unloading, by mak- 
ing it possible for dealers to handle at one hae products arriving by 
all methods of transportation, by providing refrigeration, abit by 
reducing the time required in sales transactions. 

The studies of this committee indicate that total annual savings 
to the public that would accrue from improved market facilities 
in the larger cities of the Nation would exceed $100 million a year. 

In its long considerations of this and similar measures, this com- 
mittee has heard from a great many witnesses representing virtually 
all aspects of the American economy. They were almost unanimous 
in their approval of the legislation and in their agreement upon the 
immediate need of the authorization contained therein. 


ANALYSIS OF THE BILL 


Section 2 of the bill contains the declaration of policy and shows the 
broad national interest in improving the facilities for the marketing of 
perishable agricultural commodities. It expresses the intent of Con- 
gress to aid in the establishment of such proper marketing facilities 
for the wholesale handling of perishable agricultural commodities as 
will be conducive to orderly and efficient distribution, increased con- 
sumption, and a reduction in the spread between prices paid by con- 
sumers and those received by farmers. 

Section 3: This section shows that the purpose of this act is to 
facilitate, encourage, and assist municipalities and political subdivi- 
sions of States, public agencies, and instrumentalities of one or more 
States or municipalities, public corporations and boards, and private 
enterprise in the creation and development of modern and efficient 
public wholesale markets for the handling of perishable agricultural 
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commodities in areas where such markets are found to be needed, 
where assistance is requested, and where the provision of such facilities 
would be self-liquidating and reduce the cost of distribution. The 
committee amendment makes clear the intent of the bill to include 
remodeling or improvement of existing market facilities and refinancin 
of existing obligations where the market as refinanced or improve 
meets the eligibility requirements of the bill. 

Section 4: This section defines the terms that are used in the bill. 
Section 4 (a) defines the facilities for which Government-guaranteed 
funds may be used in constructing wholesale food distribution centers. 
It is not the purpose of this bill to encourage directly or indirectly the 
construction of refrigerated plants, cold-storage warehouses or facil- 
ities for use in the storage of perishable food beyond the immediate 
and particular need of the individual marketing facility or to encourage 
the construction of such facilities to compete with existing facilities 
or new facilities constructed with non-Government guaranteed financ- 
ing. In any event, the construction of a public cold-storage ware- 
house facility in connection with any market which might be financed 
with a Government guaranty under this act would be limited to a 
single facility not in excess of 10,000 cubic feet. 

Section 5: Section 5 directs the Secretary of Agriculture, with funds 
made available under the Agricultural Marketing Act of 1946, to 
undertake, and disseminate the results of, research relating to design, 
plans location, methods of operation, materials, use, equipment, and 
other research and analysis consistent with the current and prospective 
needs for the improvement and development of proper adequate and 
efficient marketing facilities. This will assure that the necessary 
investigations, analyses, and research will be undertaken to effectuate 
the purposes of this act. 

Section 6: This section authorizes the creation of a fund of $25 
million to constitute a reserve for the mortgage insurance authorized 
under the act. It is not thought that it should be necessary to expend 
these funds so established because it is the intent of the legislation 
that only self-liquidating marketing facilities will receive the benefit 
of the act, and the fee of one-half of 1 percent of the outstanding 
principal charged for the insurance of the mortgage is expected to 
provide revenue to take care of any defaults. 

Section 7: This section requires that the borrowers requesting mort- 
gage insurance under this act shall invest at least 15 percent of the 
total cost of the market facility or $45,000, whichever is greater, and 
that the investment by the borrower shall always be a claim subordi- 
— to the claim of the United States arising out of the authority of 
this act. 

Section 8: This section authorizes the Secretary of Agriculture upon 
application to insure first mortgages on a market facility, as defined 
in the act with a limitation on the aggregate amount of principal 
amounts outstanding or committed at any one time on all mortgages 
of $100 million. This section further provides that the maturity date 
of the mortgage shall not exceed 40 years, that the principal obligation 
of the mortgage shall be repaid by amortization schedules prescribed 
by the Secretary, that the Secretary shall collect from the mortgagee 
an initial charge of one-half of 1 percent of the principal amount of 
the mortgage and annually thereafter one-half of 1 percent of the 
principal of the mortgage remaining unpaid, that the proceeds of such 
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mortgages shall be deposited in the insurance fund, and certain other 
restrictions on the issuance of mortgages and provisions which the 
mortgage instrument shall contain. 

Section 9: Section 9 sets forth the procedure that shall be followed 
in case any insured mortgage becomes in default, and authorizes and 
directs the Secretary of Agriculture in the event of such default to 
make payments under the insurance contract. In the event that 
there is not sufficient moneys in the insurance fund to make the 
payments required under the insurance contracts, the Secretary is 
authorized to make and issue notes to the Secretary of the Treasury 
to obtain funds with which to make such payments. 

Section 10: Section 10 sets forth a number of eligibility require- 
ments that must be met by the borrowers before assistance can be 
obtained under this act. Certain specific requirements which are 
applicable to all borrowers are set forth because the investigations of 
the committee show that they are the minimum requirements that 
must be met if the facilities provided under the act are to correct 
some of the most flagrant inefficiencies of present facilities. The first 
of these requirements is that a showing must be made that the market 
facility will reduce the cost of distribution, bécause it is the intent 
of the committee that the construction of market facilities should 
not be aided by this act except in those cases where their construction 
will reduce the cost of distribution and where it can be shown that 
the facility constructed will handle a sufficient volume of business to 
enable the loan to be amortized. 

The second requirement that must be met for a facility to be eligible 
for assistance under this act is that the market be so located and 
designed as to make it possible to unload directly into buildings 
on the market supplies arriving by any railroad line or trucking com- 
pany, in order that unnecessary handling in the new facilities will be 
eliminated and that no railroad, trucking line, or other transportation 
agency may obtain a monopoly on the facility created with Federal 
assistance to the detriment of other transportation agencies. 

The third requirement made of all facilities developed under the 
act is that sufficient land be purchased to take care of needs for future 
expansion. Many of the most common defects of existing markets 
result from the fact that they were constructed in an area where they 
were hemmed in by other developments to such an extent that they 
could not meet the needs of a growing city and space soon became 
inadequate for the efficient handling of the products. There is nothing 
in the bill to prevent a local market agency from acquiring more land 
for the facility than the minimum required by the bill and then leasing 
or selling part of such land for the construction of chainstore ware- 
houses, meatpacking plants, or other enterprises which might 
normally be a part of a general wholesale market area. 

The fourth eligibility requirement sets a limit on the proportion of 
the total cost of the market facility that can be spent for land. 

The fifth eligibility requirement set forth is the requirement that no 
facility developed under the act will be operated in the manner which 
would discriminate against any perishable agricultural commodity on 
account of geographical origin of the commodity or prevent any pro- 
ducer, seller or buyer from utilizing the market facility because of his 
organization, manner of operation, if not unlawful, membership or 
nonmembership in any organization, or on account of the method of 
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transportation of the products. The intent of this section is to make 
certain that Federal assistance is not granted for the construction of 
any wholesale produce market which will not be opened on an equal 
basis to produce of all the States, to all types of handlers, and to all 
types of transportation agencies in order that the market so con- 
structed may in a true sense serve all the public. 

The sixth requirement imposes upon the operators of the facility 
developed under this-act the obligation to establish reasonable rentals, 
which will yield sufficient revenue to defray the cost of operating and 
maintaining a market, meet the obligations, and provide reasonable 
reserves. 

The seventh requirement would prevent substantial alterations 
from being made in the market facility after it is built without the 
approval of the Secretary in order that there may be no doubt as to 
the continued use of the facilities for the purpose for which they were 
created. 

The eighth and ninth requirements deal with reports to the Secre- . 
tary, the making available of books and records of the market facility, 
and the prevention of the transfer of title to the facility or any part 
thereof. 

The committee is convinced that these requirements should be met 
by all facilities approved for insurance under this act; therefore, it would 
not seem desirable to leave these matters to administrative discretion. 

Section 11: This section requires the approval of maximum rentals 
for the use of space in the market facilities secured by mortgage 
insurance under this act. 

Section 12: This section sets forth the remedies and penalties in 
case of a violation of covenants by the borrower. 

Section 13: Section 13 sets forth the procedure to be followed in case 
of the default in the repayment of obligations insured by the Secretary. 

Sections 14 to 16: These sections prohibit any employee of the 
Department of Agriculture from being a beneficiary in connection with 
any transaction under the act, authorize the Secretary to promulgate 
rules and regulations under the act, and authorize the appropriations 
of such sums as Congress may determine to be necessary to administer 
the act. Section 15 requires that the act be administered by agencies 
within the Department presently engaged in investigating and devel- 
oping plans for improving market facilities. This provision makes 
certain that this bill will not give rise to a new or separate agency to 
administer this particular act or materially add to the number of per- 
sons employed by the Department. Under the provisions of existing 
law the Department is now authorized to perform all of the functions 
relating to investigations, analysis, planning, and the furnishing of 
technical assistance for the establishment of sound marketing facilities. 
The only additional function which will be placed on the Department 
under this act will be that of approving the proposed markets for 
mortgage insurance and the issuance of such insurance. It is not 
intended by this section to nullify the powers conferred upon the 
Secretary under the Agricultural Marketing Act of 1946. 


O 
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AMENDMENT OF ANGLO-AMERICAN FINANCIAL 
AGREEMENT 


Aprit 2, 1957.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Hays of Arkansas, from the Committee on Foreign Affairs, 
submitted the following 


REPORT 


{To accompany S. J. Res. 72] 


The Committee on Foreign Affairs, to whom was referred the joint 
resolution (S. J. Res. 72) to implement further the act of July 15, 
1946, by approving the signature by the Secretary of the Treasury 
of an agreement amending the Anglo-American Financial Agreement 
of December 6, 1945, having considered the same, report favorably 
thereon without amendment and recommend that the joint resolution 
do pass. 

COMMITTEE ACTION 


On March 6, 1957, the President transmitted to the House of 
Representatives a message requesting congressional approval of the 
Secretary of the Treasury’s action in signing an amendment to the 
Anglo-American Financial Agreement of December 6, 1945. On 
March 7 Executive Communication 584, consisting of a letter from 
the Secretary of the Treasury transmitting a draft of proposed legis- 
lation, was also referred to the full committee and in turn referred 
by the chairman to the Subcommittee on Foreign Economic Policy 
consisting of Hon. Brooks Hays, Arkansas, chairman; Hon. J. L. 
Pilcher, Geaceia: Hon. Clement J. Zablocki, Wisconsin; Hon. Barratt 
O’Hara, Illinois; Hon. James G. Fulton, Pennsylvania; Hon. Mar- 
guerite Stitt Church, Illinois; and Hon. Winston L. Prouty, Vermont. 

The proposed legislative approval is embodied in House Joint Res- 
olution 271 and in Senate Joint Resolution 72.. House Joint Resolu- 
tion 271 was introduced by the Honorable Brooks Hays, of Arkansas, 
on March 12, 1957. 

The subcommittee held hearings on the measure on March 18 and 
19, hearing testimony from Secretary of the Treasury George M. 
Humphrey and Assistant Secretary of State Thorsten V. Kalijarvi. 

On March 26, the subcommittee met in executive session and ordered 
House Joint Resolution 271 favorably reported to the full committee. 
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However, the Senate passed Senate Joint Resolution 72 March 25, 
and it was referred to the Committee on Foreign Affairs on March 26, 
On April 2, 1957, the full committee considered the report of the sub- 
committee and ordered Senate Joint Resolution 72 reported favorably 
to the House. 





BACKGROUND 





On December 6, 1945, the Governments of the United States and 
the United Kingdom entered into a financial agreement whereby the 
United States was to lend to the United Kingdom $3,750 million to 
be repaid over the course of 50 years beginning in 1951. Concur- 
rently a settlement was made of lend-lease and reciprocal aid, surplus 
war property, and claims. Under this settlement $622 million was to 
be repaid to the United States under the same conditions and arrange- 
ments as the loan provided for in the financial agreement. Payments 
under these agreements were to be made each year beginning in 1951 
in the amount of $138.4 million, which would include both principal 
and interest. Provision was made in the financial agreement for 
waiver of interest in the event that certain conditions were met. 
The agreements were ratified by Public Law 509 of the 79th Congress 
on July 15, 1946. 

PURPOSE OF THE RESOLUTION 












This resolution does not involve a determination by the Congress 
as to whether or not the United Kingdom should have relief with 
respect to any current or future interest payments on the British 
loan of 1946. The decision of the Congress on this basic issue was 
made in 1946 when it ratified the Anglo-American Financial Agree- 
ment of December 6, 1945. 

The 1945 agreement, as approved by the Congress, provides that in 
any year the United States will grant a waiver (forgiveness) of interest 
if “the Government of the United Kingdom finds that a waiver is 
necessary in view of the present and prospective conditions of inter- 
national exchange and the level of its gold and foreign exchange 
reserves * * *” provided that certain conditions are found to exist 
as to the relation of British exports and invisible income to prewar 
imports and as to the progress in the funding and repayment of certain 
sterling debts owed by the United Kingdom to overseas countries as & 
result of World War IT. 

The negotiators of the 1945 agreement recognized the uncertainties 
with which the postwar world was confronted as well as the fact that 
the British economy had been overstrained during the war. In view 
of these conditions provision was made that the United Kingdom 
would be relieved of the payment of interest on the loan whenever it 
found itself in serious financial difficulties. The loan agreement was 
entered into by the British and approved by the Congress with this 
right of waiver clearly established. 

The amendment to the Anglo-American Financial Agreement of 
1945, approval of which is provided in this resolution, is made neces- 
sary by the fact that the complex formula for determining whether or 
not the borrower is entitled to a waiver of interest does not work 
satisfactorily because of changes which have occurred during the last 
11 years. The United States recognizes that if, whenever the United 
Kingdom is confronted with a financial crisis, long negotiations accom- 
panied by a certain amount of controversy are made necessary because 
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of the effort to apply an obsolete formula, the intent of the waiver 
clause of the 1945 agreement would be defeated. 
As a consequence, the United States has preferred to substitute a 
new formula for giving relief to the United Kingdom when that country 
is confronted with a financial emergency. The new formula provides 
that the British give up all right to claim a waiver of interest—which 
conceivably could amount to a loss of as much as $2 billion to the 
United States. Instead, the amendment would postpone the interest 
payment due last December 31 and also would permit the British to 
postpone future annual payments of principal and interest a maximum 
of seven times. They would, however, be called upon to make up 
these payments after the end of the period, i. e., the year 2000, and 
would be required to pay interest on the deferred payments. This 
arrangement, for which approval is granted by this resolution, provides 
the necessary simplicity and flexibility and at the same time may well 
be financially more favorable to the United States than the original 
agreement, 
TERMS OF THE FINANCIAL AGREEMENT AND LEND-LEASE 
SETTLEMENT 
Line of credit 


By the terms of the financial agreement the United States made 
available to the United Kingdom a line of credit in the amount of 
$3,750 million. Repayment was to be made over the course of 50 
years, Pegeining in 1951. Interest was to be computed at 2 percent 
per annum. The loan was to be a so-called level-payment loan, that 
is, payments for each year would be in the same amount and each 
payment would include varying increments of principal and interest. 
The annual payment, including the lend-lease and surplus property 
settlement (which will be discussed later), is $138.4 million. 


Convertibility and trade 


Under the agreement, the United Kingdom undertook certain 
financial and trade commitments which, taken together, embodied 
the intention to provide for the earliest possible resumption of cur- 
rency convertibility and multilateral, nondiscriminatory trade. In 
its broad outlines, this intention proved impossible of achievement in 
the conditions of the postwar world. Convertibility was established 
for a short period in 1947, but the drain on the sterling area central 
reserves was so heavy that the British Government had to abandon 
the convertibility effort at that time. The British have taken steps 
from time to time to remove restrictions on dollar imports, although 
such restrictions still continue on many manufactured items. 


Sterling balances 


The waiver provisions, which are pertinent to the new agreement, 
make reference to the sterling obligations accumulated by the British 
during World War IJ. During that time, United Kingdom purchases 
of supplies, services, and raw materials from other countries resulted 
in the crediting of large sums to the sterling accounts of these countries. 
As noted above, a waiver of interest could be granted only if the 
“annual releases or payments” from “sterling balances accumulated 
to the credit of overseas monetary authorities and banks (except in the 
case of colonial dependencies)” were curtailed in line with the reduc- 
tion of payments to the United States which would result from grant- 
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ing the waiver. As of 1946, these sterling balances:amounted to $12 
billion. The agreement envisaged a reduction in these balances as a 
contribution to the settlement of war and postwar indebtedness and in 
recognition of the benefits which the countries concerned might be 
expected to gain from making such a settlement. Under section 10 of 
the agreement the United Kingdom undertook to endeavor to make 
agreements with its pound creditors whereby a certain portion of the 
balances would be immediately written off, another portion made 
available to the creditors immediately, and the balance made avail- 
able in installments over a period of time. Quite naturally, however, 
the creditors were resistant to such a proposal, particularly since the 
balances in many instances represented the only monetary reserves 
available to new governments. The United Kingdom’s efforts to re- 
duce the balances under section 10 were unsuccessful except for 
writeofis by Australia and New Zealand. Furthermore, the balances 
have never been segregated but have been‘kept current, which means 
that it is impossible to determine what portion of the sterling balances 
pertain to World War II transactions and what portion pertains to 
more recent and current transactions. The 1949 devaluation of the 
pound, however, involved an automatic writedown by 30 percent in 
the dollar value of these balances. 


Waiver provisions under section 5 and section 6 (vit) of the agreement 

The Anglo-American Financial Agreement of 1945 provides that 
the Government of the United States will grant a waiver of interest in 
any year in which the United Kingdom requests such a waiver and 
when the following three conditions are met: 

(a) The Government of the United Kingdom finds that a waiver is 
necessary in view of the present and prospective conditions of inter- 
national exchange and the level of its gold and foreign exchange 
reserves ; 

(6) The International Monetary Fund certifies that the United 
Kingdom’s export income (including net invisible income) was on the 
average, over the 5 preceding calendar years, less than annual prewar 
United Kingdom imports, valued at 866 million pounds adjusted to 
current prices. It is further specified that any sums in excess of 
43,750,000 pounds released or paid in any year on account of the pre- 
existing sterling balances, discussed above, shall be considered capital 
transactions and therefore excluded from the calculation of invisible 
income and thus from the calculation of the income to be compared 
with the 866 million pound figure. 

(c) In any year in which a waiver is requested, the United Kingdom 
will proportionately reduce payments and releases of preexisting 
sterling balances. In other words, if the waived interest amounts to 
50 percent of the annual payment to the United States, then releases 
and payments on the preexisting balances must be reduced by 50 
pereent in the same year. The Canadian Government, which made 
a loan contemporaneously with the United States loan, must also waive 
interest if a waiver under the Anglo-American Financial Agreement 
is to be exercised. 


Lend-lease and surplus property settlement 
As pointed out previously, the lend-lease and surplus property 


settlements, covering a principal amount of $622 million, provided for 
repayment to the United States on the same terms as those specified in 
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the Anglo-American Financial Agreement. | Under this agreement up 
to $50 million could be drawn by the United States in sterling for the 
educational-exchange program and the foreign-buildings program. 
Originally this opportunity was to extend only to December 31, 1951, 
but by subsequent agreement it has been extended, and is now being 
extended, for the life of the financial agreement. Subsequent credits 
and repayments reduced the outstanding amount on the lend-lease 


and surplus-property settlement account to approximately $550 
million at the present time. 


OCCASION 





FOR THE NEW AGREEMENT 


For several years the United Kingdom has urged that the waiver 
rovisions be clarified. Although they believed that they qualified 
or a waiver, they refrained, until last December, from making a formal 

request for waiver. At that time they made a payment on principal 

as required by the terms of the agreement but placed the interest 
payment due, amounting to $81.6 million, in a special account pending 
resolution of the waiver provisions. Discussions which had extended 
over several years thereby became of a pressing nature and accord- 


ingly the present amendment to the agreement was concluded on 
March 6, 1957. 


Waiver provisions are unrealistic under present conditions 


The principal reason for a new agreement being necessary was that 
the conditions envisaged by the original ‘agreement with respect to 
waiver never developed. As provided in the original agreement, the 
British Government has determined that the present and prospective 
conditions of international exchange and the level of the United 
Kingdom’s gold and foreign exchange reserves justify a request for a 
waiver. Similarly, the British Government is strongly of the view 
that the income of the United Kingdom from exports and net in- 
visibles over the last 5 years averaged less than the adjusted value at 
current prices of the 866 million pounds figure specified in the waiver 
conditions. There are, however, a number of statistical difficulties 
in applying this test under existing conditions. There is particular 
difficulty with the provision that any release or payments in, excess, of 
43,750,000 pounds ‘On account of preexisting sterling balances ‘be 
excluded from the computation of net invisible income. As pointed 
out previously, the sterling balances were neither reduced as envisaged 
by the agreement nor segregated; consequently, it- is practically 
impossible to determine what payments represent. current transactions 
and what payments pertain to preexisting obligations. The same 
considerations apply with equal vigor to the provision that releases 
and payments of preexisting sterling balances be reduced proportion- 
ately to the reduction of the payment on this loan. Once again it is 
impossible to determine what portion of current sterling balances is 
preexisting and what is not. 

Under these circumstances the United States was faced with the 
alternatives of protracted negotiation over the waiver provisions, with 
the ultimate possibility that the matter might end up in prolonged 
legal dispute, or of achieving a new formula agreeable to both parties. 
The latter alternative was chosen. 
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PROVISIONS OF THE AMENDMENT TO THE FINANCIAL AGREEMENT 


The new amendment provides.that the United Kingdom will give 
up all rights to claim a waiver of interest under the original agreement. 
In return the United States agrees that the United Kingdom ma 
Sey a@ maximum of seven payments of interest and principal. 

urthermore, the interest payment due on December 31, 1956, is 
postponed. The United iinwdom will, however, pay interest on 
any postponed principal and interest payments. Any postponed 
payments of principal and interest will be aid successively im the 
years 2001, 2002, and so on. The saadonaaa 1956 interest payment 
will be made after all other postponed payments have been made. It ° 
is thus apparent that the United Kingdom has foregone the right to 
claim a complete waiver of interest. Under the existing waiver pro- 
vision, it would be theoretically possible for the United Kingdom 
to qualify for a complete forgiveness of interest for every one of the 
remaining years of the agreement. If this should occur, the loss to 
the United States Treasury would be in excess of $2 billion. In return 
for the United Kingdom’s giving up this right, however, the United 
States has agreed that the United Kingdom may postpone 7 payments 
of $138.4 million each and the payment due last December of $81.6 
million. The United States will receive interest on these deferred 

ayments. There can be no doubt that the new amendment is to the 
ong-term advantage of the United States. 

Secretary of the ‘Treasury Humphrey appeared before the committee 
on March 18 and testified in support of the new agreement. Mr. 
Humphrey asserted succinctly that no foreign-policy considerations 
were involved. He stated that the new agreement was a businesslike 
transaction and was an effort to solve a real controversy. He added 
that he did not know how the controversy would ultimately be solved 
if the amendment technique were not used. 

Foreign-policy considerations are not paramount in the new agree- 
ment. It appears that the Treasury Department has examined the 
problem of the application of the waiver provisions and has coneluded 
that the settlement proposed is the best that can be secured for the 
United States. There are advantages to both the United States and 
Great Britain in the new agreement. The United States has avoided 

otential dispute of a serious nature with one of its principal allies. 
it has also avoided the possibility of losing more than $2 billion in 
interest under the existing waiver conditions. On the other hand, 
the United Kingdom is enabled to meet emergency financial condi- 
tions by obtaining a postponement of last December’s interest pay- 
ment and the option of unilaterally postponing annual installments 
of principal and interest up to a maximum of seven times. 


EFFECT OF UNFAVORABLE ACTION BY THE CONGRESS 


This agreement has been negotiated and signed by the executive 
branch and has been approved by the British Government. Formal 
action by the British Parliament is not required. 

Since the agreement involves another government, Congress can 
approve or reject it but cannot amend it. Failure to approve this 
resolution would leave the entire problem of the waiver of interest 
unresolved. It would not assure the payment of interest by the 
United Kingdom. 
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CONCLUSION 


The subcommittee recommends approval of this amendment to the 
Anglo-American Financial Agreement of 1945. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the joint resolu- 
tion, as passed by the Senate, are shown as follows (new matter is 
printed in italic, existing law in which no change is proposed is shown 
in roman): 


Secrion 1 or THE Jorint RESOLUTION oF JULY 15, 1946 
(60 Stat. 535; 22 U. S. C. 2861) 


Resolved by the Senate and House of Representatives of the 
United States of America in Congress assembled, That the 
Secretary of the Treasury, in consultation with the National 
Advisory Council on International Monetary and Financial 
Problems, is hereby authorized to carry out the agreement 
dated December 6, 1945, between the United States and the 
United Kingdom which was transmitted by the President 
to the Congress on January 30, 1946, and the action of the 
Secretary of the Treasury in signing the agreement dated March 
6, 1957, amending said agreement is hereby approved. 











APPENDIX 


FINANCIAL AGREEMENT BETWEEN THE GOVERNMENTS OF 
THE UNITED STATES AND THE UNITED KINGpom 


It is hereby agreed between the Government of the United 
States of America and the Government of the United King- 
dom of Great Britain and Northern Ireland as follows: 

1. Effective date of the Agreement. The effective date of 
this Agreement shall be the date on which the Government 
of the United States notifies the Government of the United 
Kingdom that the Congress of the United States has made 
available the funds necessary to extend to the Government 
of the United Kingdom the line of credit in accordance with 
the provisions of this Agreement. 

2. Line of credit. The Government of the United States 
will extend to the Government of the United Kingdom a line 
of credit of $3,750,000,000 which may be drawn upon at any 
time between the effective date of this Agreement and De- 
cember 31, 1951, inclusive. 

3. Purpose of the line of credit. The purpose of the line of 
credit is to facilitate purchases by the United Kingdom of 
goods and services in the United States, to ¢ssist the United 
Kingdom to meet transitional postwar deficits in its current 
balance of payments, to help the United Kingdom to main- 
tain adequate reserves of gold and dollars, and to assist the 
Government of the United Kingdom to assume the obliga- 
tions of multilateral trade, as defined in this and other agree- 
ments. 

4. Amortization and interest. 

(i) The amount of the line of credit drawn by December 
31, 1951, shall be repaid in 50 annual installments beginning 
on December 31, 1951, with interest at the rate of 2 percent 
per annum. Interest for the year 1951 shall be computed on 
the amount outstanding on December 31, 1951, and for each 
year thereafter, interest shall be computed on the amount 
outstanding on January 1 of each such year. 

Forty-nine annual instalJments of principal repayments 
and interest shall be equal, calculated at the rate of 
$31,823,000 for each $1,000,000,000 of the line of credit 
drawn by December 31, 1951, and the fiftieth annual in- 
stallment shall be at the rate of $31,840,736.65 for each 
such $1,000,000,000. Each installment shall consist of the 
full amount of the interest due and the remainder of the 
installment shall be the principal to be repaid in that year. 
Payments required by this section are subject to the pro- 
visions of section 5. 

(ii) The Government of the United Kingdom may ac- 
celerate repayment of the amount drawn under this line of 
credit. 

5. Waiver of interest payments. In any year in which the 
Government of the United Kingdom requests the Govern- 
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ment of the United States to waive the amount of the:interest 
due in the installment of that year, the Government of the 
United States will grant the waiver if: 

(a) the Government of the United Kingdom -finds that a 
waiver is necessary in view of the present and 
prospective conditions of international exchange and 
wee level of its gold and foreign exchange reserves 
and 

(b) the International Monetary Fund certifies that the in- 
come of the United Kingdom from home-produced 
exports plus its net income from invisible current 
transactions in its balance of payments was on the 
average over the five preceding calendar years less 
than the average annual amount of United King- 
dom imports during 1936-8, fixed at £866 million, as 
such figure may be adjusted for changes in the price 
level of these imports. Any amount in excess of 
£43,750,000 released or paid in any year on account 
of sterling balances accumulated to the’ credit of 
Overseas governments, monetary authorities and 
banks before the effective date of this Agreement 
shall be regarded as a capital transaction and there- 
fore shall not be included in the above calculation of 
the net income from invisible current transactions 
for that year. If waiver is requested for an interest 
payment prior to that due in 1955, the average in- 
come shall be computed for the calendar years from 
1950 through the year preceding that in which the 
request is made. 


6. Relation of this line of credit to other obligations. 


(i) It is understood that any amounts required to discharge 

obligations of the United Kingdom to third countries out- 
standing on the effective date of this Agreement will be found 
from resources other than this line of credit. 
.. (ii) The Government of the United Kingdom will not ar- 
range any long-term loans from governments within the 
British Commonwealth after December 6, 1945, and before 
the end of 1951 on terms more favorable to the lender than 
the terms of this line of credit. 

(iii) Waiver of interest will not be requested or allowed 
under section 5 in any year unless the aggregate of the releases 
or payments in that year of sterling balances accumulated to 
the credit of overseas governments, monetary authorities 
and banks (except in the case of colonial dependencies) before 
the effective date of this Agreement is reduced proportion- 
ately, and unless interest payments due in that year on loans 
referred to in (ii) above are waived. The proportionate 
reduction of the releases or payments of line balances 
shall be calculated in relation to the aggregate release and 
paid in the most recent year in which waiver of interest was 
not requested. 

(iv) The application of the principles set forth in this 
section shall be the subject of full consultation between the 
two governments as occasion may arise. 
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7. Sterling area exchange arrangements. The Government 
of the United Kingdom will complete arrangements as early 
as practicable and in any case not later than one year after 
the effective date of this Agreement, unless in exceptional 
cases a later date is agreed upon after consultation, under 
which immediately after the completion of such arrangements 
the sterling receipts from current transactions of all sterling 
area countries (apart from any receipts arising out of military. 
expenditure by the Government of the United Kingdom 
prior to December 31, 1948, to the extent to which they are 
treated by agreement with the countries concerned on the 
same basis as the balances accumulated during the war) will 
be freely available for current transactions in any currency 
area without discrimination; with the result that any dis- 
crimination arising from the so-called sterling area dollar 
pool will be entirely removed and that each member of the 
sterling area will have its current sterling and dollar receipts 
at its free disposition for current transactions anywhere. 

8. Other exchange arrangements. 

(i) The Government of the United Kingdom agrees that 
after the effective date of this Agreement it will not apply 
exchange controls in such @ manner as to restrict (a) pay- 
ments or transfers in respect of products of the United States 
permitted to be imported into the United Kingdom or other 
current transactions between the two countries or (b) the 
use of sterling balances to the credit of residents of the United 
States arising out of current transactions. Nothing in this 
paragraph (i) shall affect the provisions of Article VII of the 
Articles of Agreement of the International Monetary Fund 
when those Articles have come into force. 

(ii) The Governments of the United States and the United 
Kingdom agree that not later than one year after the effective 
date of this Agreement, unless in exceptional cases a later 
date is agreed upon after consultation, they will impose no 
restrictions on payments and transfers for current transac- 
tions. The obligations of this paragraph (ii) shall not apply: 

(a) to balances of third countries and their nationals ac- 

cumulated before this paragraph (ii) becomes effec- 
tive; or 

(6) to restrictions imposed in conformity with the Articles 

of Agreement of the International Monetary Fund, 
rovided that the Governments of the United 
<ingdom and the United States will not continue 
to invoke the provisions of Article XIV, Section 2 
of those Articles after this paragraph (ii) becomes 
effective, unless in exceptional cases after consulta- 
tion they agree otherwise; or 
(c) to restrictions imposed in connection with measures 
designed to uncover and dispose of: assets of Ger- 
many and Japan. 

(iii) This section and section 9, which are in anticipation 
of more comprehensive arrangements by multilateral agree- 
ment, shall operate until December 31, 1951. 

9. Import arrangements. If either the Government of 
the United States or the Government of the United King- 
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dom imposes or maintains quantitative import restrictions, 
such restrictions shall be administered on a basis which does 
not discriminate against imports from the other country in 
respect of any product; provided that this undertaking shall 
not apply in cases in which (a) its application would have 
the effect of preventing the country imposing such restric- 
tions from utilizing, for the purchase of needed imports, 
inconvertible currencies accumulated up to December 31, 
1946, or (b) there may be special necessity for the country 
imposing such restrictions to assist, by measures not involv- 
ing a substantial departure from the general rule of non- 
discrimination, a country whose economy has been disrupted 
by war, or (c) either government imposes quantitative re- 
strictions having equivalent effect to any exchange restric- 
tions which that government is authorized to impose in 
conformity with Article VII of the Articles of Agreement.of 
the International Monetary Fund. The provisions of this 
section shall become effective as soon as practicable but not 
later than December 31, 1946. 

10. Accumulated sterling balances. 

(i) The Government of the United Kingdom intends to 
make agreements with the countries concerned, varying ac- 
cording to the circumstances of each case, for an early settle- 
ment covering the sterling balances accumulated by sterling 
area and other countries prior to such settlement (together 
with any future receipts arising out of military expenditure 
by the Government of.the United Kingdom to the extent to 
which they are treated on the same basis by agreement with 
the countries concerned). The settlements with the sterling 
area countries will be on the basis of dividing these accumu- 
lated balances into three categories (a) balances to be released 
at once and convertible into any currency for current trans- 
actions, (b) balances to be similarly released. by installments 
over a period of years beginning in 1951, and (c) balances to 
be adjusted as a contribution to the settlement of war and 
postwar indebtedness and in recognition of the benefits which 
the countries concerned might be expected to gain from such 
a settlement. The Government of the United Kingdom will 
make every endeavor to secure the early completion of these 
arrangements. 

(ii) In consideration of the fact that an important purpose 
of the present line of credit is to promote the development 
of multilateral trade and facilitate its early resumption on a 
non-discriminatory basis, the Government of the United 
Kingdom agrees that any sterling balances released or other- 
wise available for current payments will, not later than one 
year after the effective date of this Agreement unless in 
special cases ‘a later date is agreed upon after consultation, 
be freely available for current transactions in any currency 
area without discrimination. 

11. Definitions. 

For the purposes of this Agreement: 

(i) The term ‘‘current transactions” shall have the mean- 
ing prescribed in Article XIX (i) of the Articles of Agree- 
ment of the International Monetary Fund. 
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(u) The term “sterling area’? means the United Kingdom 
and the other territories declared by the Defence (Finance) 
(Definition of Sterling Area) (No. 2) Order, 1944, to be 
included in the sterling area, namely “the following terri- 
tories excluding Canada and Newfoundland, that is to say— 

(a) any Dominion, 

(6) any other part of His Majesty’s dominions, 

(c) any territory in respect of which a mandate on 
behalf of the League of Nations has been accepted 
by His Majesty and is being exercised by His 
Majesty’s Government in the United Kingdom 
or in any Dominion, 

(d) any British protectorate or protected State, 

(e) Egypt, the Anglo-Egyptian Sudan and Iraq, 

(f) Iceland and the Faroe Islands.” 

12. Consultation on Agreement. Either government shall 
be entitled to approach the other for a reconsideration of 
any of the provisions of this Agreement, if in its opinion the 
prevailing conditions of international exchange justify such 
reconsideration, with a view to agreeing upon modifications 
for presentation to their respective legislatures. 


Signed in duplicate at Washington, District of Columbia, 
this 6th day of December, 1945. 


For the Government of the United States of 
America: 


Frep M. Vinson 


Secretary of the Treasury 
of the United States of America 


For the Government of the United Kingdom 
of Great Britain and Northern Ireland: 


HaALirax 


His Majesty's Ambassador Ertraor- 
dinary and Plenipotentiary at 
Washington, 


AGREEMENT To AMEND THE FINANCIAL AGREEMENT OF 
DecemMBeER 6, 1945, BetTweEN THE GOVERNMENTS OF THE 
Unirep Srates AND THE UNITED KiInepom 


Subject to the provisions of paragraph 3 hereof, it is hereby 
agreed between the Government.of the United States and the 
Government of the United Kingdom of Great Britain and 
Northern Ireland as follows with regard to the Financial 
Agreement executed by them on December 6, 1945: 

1. Section 5 is amended to read: 

5. Deferment of annual installments. 

(i) In any calendar year after December 31, 1956, in 
which the Government of the United Kingdom advises 
the Government of the United States that it finds that a 
deferment is necessary in view of the present and pro+ 
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spective conditions of international exchange and the 
level of its gold and foreign exchange reserves, the 
Government of the United Tineioms may defer the pay- 
ment of the annual installment for that year of principal 
repayment and interest specified under Section 4. Not 
more than seven (7) annual installments may be so 
deferred. The first of any such deferred installments 
shall be paid on December 31, 2001, and the others shall 
be paid annually thereafter, in order. 

(ii) In addition, the installment of interest in respect 
of the year 1956 is hereby deferred, in lieu of any right of 
waiver hitherto existing. This installment shall be paid 
on December 31 of the year following that in which the 
last of all other installments, including installments 
deferred under the preceding paragraph, 1s due. 

(iii) Deferred installments shall bear interest at the 
rate of 2 percent per annum, payable annually on De- 
cember 31 of each year following that in which deferment 
occurs. 

(iv) Payment of deferred installments may be ac- 
celerated, in whole or in part, at the option of the Gov- 
ernment of the United Kingdom. 


. Section 6 is amended to read: 


6. Relation of this line a credit to other obligations. 
The Government of the United Kingdom undertakes 
not to defer an installment under Section 5 of this 
Agreement in any year, unless it also defers the install- 
ment due in that year under the Financial Agreement 
between the Government of Canada and the Govern- 
ment of the United Kingdom, dated March 6, 1946. 


3. This Agreement shall become effective when the Gov- 
ernment of the United States has notified the Government 
of the United Kingdom that the ay smc has been 


approved by the Congress and the 


overnment of the 


nited Kingdom has notified the Government of the United 
States that the appropriate Parliamentary action has been 
taken. 


Signed in duplicate this 6th day of March, 1957. 


For the Government of the United States of 
America: 


G. M. Humpurey 
Secretary of the Treasury of the United 
States of America 


For the Government of the United Kingdom of 
Great Britain and Northern Ireland: 
Harotp Caccta 


Her Majesty’s Ambassador Extraordinary 
and Plenipotentiary at Washington 


O 
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85TH CONGRESS t HOUSE OF REPRESENTATIVES | Report 


SUSPENDING THE APPLICATION OF CERTAIN FEDERAL LAWS 
WITH .RESPECT TO PERSONNEL EMPLOYED BY THE HOUSE 
COMMITTEE ON WAYS AND MEANS IN CONNECTION WITH THE 
INVESTIGATIONS ORDERED BY HOUSE RESOLUTION 104, 85TH 
CONGRESS 


Aprit 3, 1957.—Referred to the House Calendar and ordered to be printed 


Mr. Cretier, from the Committee on the Judiciary, submitted the 
following 


REPORT 


(To accompany H. J. Res. 230] 


The Committee on the. Judiciary, to whom was referred the joint 
resolution (H. J. Res. 230) to suspend the application of certain Fed- 
eral laws with respect to Seregtadl Geanened by the House Committee 
on Ways and Means in connecton with the investigations ordered by 
House Resolution 104, 85th Congress, having considered the same, 
report favorably thereon without amendment and recommend that 
the joint resolution do pass. 


PURPOSE OF THE LEGISLATION 


The purpose of this resolution is to suspend the application of cer- 
tain Federal laws—the so-called conflict-of-interest statutes contained 
in sections 281, 283, and 284 of title 18 of the United States Code— 
with respect to personnel to be employed by the House Committee on 
Ways and Means in connection with the investigations authorized by 
House Resolution 104, 85th Congress. 


GENERAL STATEMENT 


House Resolution 104 authorized the Ways and Méans Committee) 
of the House of Representatives to conduct studies and investigations 
of all matters coming within the jurisdiction of that committee. In 
order. to assist the committee in carrying out its legislative responsi- 
bility, it has been found necessary to employ, experts. Understand- 
ably, it. has been found increasingly difficult. to induce professional 
men to accept such committee assignments. Under the present law, 
such assignments preclude persons so; employed from, appearing for. 

86006 - 















2 SUSPENDING APPLICATION OF CERTAIN FEDERAL LAWS 





profit before Government agencies and bureaus. Moreover, the ban 
would continue for 2 years after termination of such employment over 
matters which an individual may have handled while employed by 
the Government. 

In the past, many resolutions similar to this have been enacted, and 
are, therefore, precedents for the enactment of this resolution. 

It should also be pointed out that these restrictions and limitations 
of the present law affect individuals who merely serve on a temporary 
basis. Unless exemptions like those embodied in this resolution are 
granted, the House Committee on Ways and Means will be deprived 
of the specific talents and ability of outstanding men and women 
essential to the work of the committee, since such persons will not 
wish to forfeit their right to practice for profit before a governmental 
bureau or agency. 

Therefore, the Committee on the Judiciary recommends the favor- 
able enactment of this resolution. 

The following are the specific sections of title 18 of the United 
States Code which would be waived by the enactment of this 
resolution. 

EXISTING LAW 


Tirte 18. Unirep States Cops 


§ 281. Compensation to Members of Congress, officers and others in 
matters affecting the Government. 
Whoever, being a Member of or Delegate to Congress, or a Resi- 
dent Commissioner, either before or after he has qualified, or the head 
of a department, or other officer or employee of the United States or 
any department or agency thereof, directly or indirectly, receives or 
agrees to receive, any compensation for any services rendered or to 
be rendered, either by himself or another, in relation to any proceed- 
ing, contract, claim, controversy, charge, accusation, arrest, or other 
matter in which the United States is a party or directly or indirectly 
interested, before any department, agency, court martial, officer, or 
any civil, military, or naval commission, shall be fined not more than 
$10,000 or imprisoned not more than two years, or both; and shall be 
incapable of holding any office of honor, trust, or profit under the 
United States. 

Retired officers of the armed forces of the United States, while not 
on active duty, shall not by reason of their status as such be subject 
to the provisions of this section. Nothing herein shall be construed 
to allow any retired officer to represent any person in the sale of any- 
thing to the Government through the department in whose service he 
holds a retired status. 

This section shall not apply to any person because of his member- 
ship in the National Guard of the District of Columbia nor to any 
person especially excepted by Aet of Congress. 


§ 283. Officers or employees interested in claims against the Govern- 
ment 
Whoever, being an officer or employee of the United States or any 
department or agency thereof, or of the Senate or House of Repre- 
sentatives, acts as an agent or attorney for prosecuting any claim 
against the United States, or aids or assists in the prosecution or 
support of any such claim otherwise than in the proper discharge 
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of his official duties, or receives any gratuity, or any share of or 
interest in any such claim in consideration of assistance in the prose- 
cution of such claim, shall be fined not more than $10,000 or im- 
prisoned not more than one year, or both. 

This section shall not apply to — person because of his member- 
ship in the National Guard of the District of Columbia nor to any 
person specially excepted by enactment of Congress. 


§ 284. Disqualifications of former officers and employees in matters 
connected with former duties 

Whoever, having been employed in any agency of the United 
States, including commissioned officers assigned to duty in such 
agency, within two years after the time when such employment or 
service has ceased, prosecutes or acts as counsel, attorney, or agent 
for prosecuting, any claims against the United States involving any 
subject matter directly connected with which such person was so 
employed or performed duty, shall be fined not more than $10,000 
or imprisoned not more than one year, or both. 


O 
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DISCONTINUANCE OF POSTAL SAVINGS SYSTEM 


Aprit 3, 1957.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Murray, from the Committee on Post Office and Civil Service, 
submitted the following 


REPORT 


[To accompany H. R. 5883) 


The Committee on Post Office and Civil Service, to whom was 
referred the bill (H. R. 5883) to provide for the discontinuance of the 
Postal Savings System, having considered the same, report favorably 
thereon without amendment and recommend that the bill do pass. 


STATEMENT 


I. General; purpose and effect 


This legislation provides for the orderly and economical! discontinu- 
ance of the Postal Savings System and winding up the affairs of the 
system over a period of several years. The closing date of the Postal 
Savings System will be the first day of the fourth month beginnin 
after the first date on which (1) the Postmaster General has averumned 
that the total amount of deposits in all postal-savings accounts 
has been less than $1 billion at all times during any period of 30 
consecutive calendar days prior to such determination or (2) the 
Postmaster General has determined, on the basis of the cost as- 
certainment system of the Post Office Department, that the total 
amount of expenditures of such Department for the operation of the 
Postal Savings System during the immediately preceding fiscal year 
has exceeded the total amount of revenues received by the department 
from such operation during such fiscal year. 

The committee originally considered H. R. 4586, under which the 
closing date for the Postal Savings System would have been 30 days 
after enactment. The committee in its deliberations on this legisla- 
tion decided that a later closing date is desirable, to be determined 
upon the basis of (1) the first 30-day period during which total postal- 
savings deposits at all times are below $1 billion or (2) the first fiscal 
year during which the Postal Savings System is operated at a loss, 
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whichever first occurs. As the result of this committee decision the 
chairman introduced H. R. 5883, incorporating these principles for 
determining the closing date of the Postal Savings System and nec- 
essary technical adjustments in language of other portions of the 
original bill. The committee then considered H. R. 5883 and reported 
it favorably. 


IT. Recommendations for discontinuance of the Postal Savings System 
Closing of the Postal Savings System was recommended by the 
Commission on Organization of the Executive Branch of the Govern- 
ment, known as the Hoover Commission, in recommendation number 
10 of the Commission’s Report on Business Enterprises, as follows: 


(a) That the public be informed that after some reasonable 
period, say 12 months, no further deposits will be received by 
the Postal Savings System and that potential depositors be 
offered the more remunerative United States savings bonds. 

(b) That depositors be given an opportunity during a 

period not to exceed 5 years to exchange their deposit cer- 
tificates for United States savings bonds or to place their 
savings elsewhere, 


The Comptroller General of the United States, in his survey and 
audit reports on the Postal Savings System, consistently has recom- 
mended that the Congress consider whether there is a need at present 
for the system. ‘The Comptroller General at the committee hearings 
recommended approval of legislation to provide for discontinuance of 
the Postal Savings System. 

The Post Office Department for the past year has had under con- 
sideration the postal savings recommendations of the Hoover Com- 
mission and has reviewed the matter with its regional officials and 
postmasters and with the Treasury Department. On the basis of this 
review and study, both the Treasury and Post Office Departments 
ee approval of legislation to discontinue the Postal Savings 

stem. 

"The National Association of Postmasters of the United States and 
the National League of Postmasters, representing the more than 
38,000 postmasters in all classes of post offices throughout the country, 
have recommended closing of the Postal Savings System as in the best 
interest of the postal service. Postmasters, particularly in the smaller 
towns and villages and in the rural areas, are in an excellent position, by 
virtue of their duties, public service responsibilities, and close personal 
contacts with the panes to know the interests, views, and needs of 
postal patrons and to act in behalf of such interests. These post- 
masters, through their national organizations, have given their un- 
qualified recommendation for discontinuance of the Postal Savings 
System. 

7The House Post Office and Civil Service Committee held open 
hearings on the several bills to provide for discontinuance of the 
Postal Savings System. It is noteworthy that although these hear- 
ings were widely publicized through the press the committee has 
received not one single complaint or objection from any postal-savings 
depositor or other postal patron. 
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III. Reasons for creation of the Postal Savings System in 1910 no longer 
exist 

The Postal Savings System was established in 1910 to meet a public 
need at that time which no longer exists. As brought out at the com- 
mittee hearings, the motivating factors for establishment of the 
system were the necessity to provide a means for savings with maxi- 
mum security and the need for convenient savings facilities in small 
communities and rural areas where banking facilities were not then 
generally available. The congressional reports and debate indicate 
that the system was intended to provide a safe depository for those 
who lost confidence in the private banking system after the panic of 
1907, and that the system would fill a public need for convenient and 
secure deposit facilities in communities where savings banks did not 
exist. Undoubtedly, also, there was a strong effect due to the large 
number of immigrants in the early years of the 20th century, most of 
whom came to America lacking confidence in banks but familiar with 
postal savings systems which then operated in many of their former 
countries. The providing of a safe depository system was expected 
to encourage a spirit of confidence and thrift among these people. 

Although the Postal Savings System thus served a valuable purpose 
when it was created and during ensuing years, it has served out this 
purpose and outlived its usefulness. e needs on which it was pre- 
dicated no longer exist. Since 1910 the banking structure of the 
country has been greatly expanded. Ample savings facilities now 
are offered to small depositors by commercial and savings banks and 
financial institutions of the savings and loan association type. The 
guaranty and security of savings sought by depositors but not avail- 
able in 1910, except through postal savings, now are afforded nearly 
all savings deposits up to $10,000 by creation of the Federal Deposit 
Insurance Corporation in 1933 and the Federal Savings and Loan 
Insurance Corporation in 1934. In eontraxst, each postal-savings 
account is limited to a maximum of $2,500. Adequate banking or 
savings and loan association depositories are readily accessible in 
practically every community and rural area in the country. 

Opportunity for savings with the Government, for those who so 
desire, is provided by our extensive bond sales program, and savings 
stamps may be purchased in small denominations to apply toward 
later purchase of bonds in larger amounts, According to information 
developed during the hearing, there are more than 40 million pur- 
chasers of savings bonds—as compared to less than 2.5 million postal- 
savings depositors as of June 30, 1956, a number that has been declin- 
ing ever since at the rate of 240,000 a year. Purchasers of bonds 
may receive interest at rates ranging up to 3 percent or more if the 
bonds are held to maturity—compared to the 2 percent paid on postal- 
savings deposits. 

In view of the advantages of higher interest rates and participation 
in the bond program, and since post offices are primary means of 
promoting bond sales, in the judgment of the committee there is no 
objection to representatives of the Post Office Department suggestin 
to postal-savings depositors that their deposits be invested in United 
savings bonds. 

The committee study of the Postal Savings System also disclosed 
that as of June 30, 1956, post offices of the third- and fourth-class ac- 
counted for only 1.43 percent of all depositors and 1.74 percent of total 
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deposits. The remaining 98.57 percent of depositors and 98.26 per- 
cent of deposits were in first- and second-class post offices, in the larger 
cities and towns. 

In the 5 years ending June 30, 1956, total deposits declined from 
$68,836,236 to $30,182,730 in third-class offices and from $1,114,656 
to $524,406 in fourth-class offices. In the same period the number of 
depositors declined from 77,754 to 34,785 in third-class offices and from 
1,392 to 639 in fourth-class offices. Total deposits in third-class 
offices and fourth-class offices as of June 30, 1956, represented onl 
43.8 percent and 47 percent, respectively, of total deposits in a 
offices 5 years earlier. Numbers of depositors in third- and fourth- 
class offices as of June 30, 1956, were only 44.7 percent and 45.9 per- 
cent, respectively, of depositors in such offices 5 years earlier. 

Gradually many post offices have been going out of the postal- 
savings business by simple attrition. At June 30, 1956, 440 offices of 
all types had 10 or fewer depositors; only 1,030 or our 13,095 third- 
class offices and 44 of our 14,185 fourth-class offices accepted deposits. 
There were fewer than 10 depositors in approximately 200 of the 
third-class offices and in 17 of the fourth-class offices. This decline 
has made operation of the smaller depositories increasingly uneco- 
nomical for the postal service. The Post Office Department recently 
decided to close depositories having fewer than 10 depositors where the 
depositors have other suitable savings facilities available, in accord- 
ance with the authority vested in the Postmaster General by existing 
law to designate postal-savings depositories, in view of the evident lack 
of need for such depositories and the disproportionate cost involved. 

A summary statement with respect to postal-savings activities in 
third- and fourth-class post offices for the fiscal years 1951 through 
1956 follows: 


Amount of postal-savings deposits and number of depositors at 3d- and 4th-class offices 


3d-class post offices 4th-class post offices 
As of June 30— 

Amount on | Number of | Amount on | Number of 

deposit depositors deposit depositors 
GE donc ccsendiinednduddsectuctbtnadanesdl $68, 836, 236 77, 754 1, 392 
nt ddcadddetsbdncetadadegeongdeunnnencegseed 64, 744, 027 72, 241 1, 398 
Pundddaccttbenceniminpboncenamawinesenneaian 55, 948, 299 60, 615 i, 198 
Pe ibecdcbdcncebulntsteccubndtennidéiconaadbia 43, 657, 505 48, 510 863 
[0 SS a 35, 864, 041 41, 834 766 
FOE does dicwcanngsoncsouuthslint dbceckuubecssene 30, 182, 730 34, 785 639 

Percent of deposits and depositors in 1956 in the 

GIO. 5... Sesh cicntncicdabeednds 1.71 1. 43 0. 02 








The results of this study clearly demonstrate the minimal present 
demand for postal-savings depositories in the small communities and 
rural areas—a service which was one of the impelling forces for crea- 
tion of the system in 1910. ' 

Total postal savings reached a high point of $3.93 billion on June 
30, 1947, with 4,196,517 depositors. The amount had declined over 
50 percent to $1,765,469,846 as of June 30, 1956, and the number of 
depositors had declined to 2,482,026, or about 40 percent. The rate 
of decline for the last 3 complete fiscal years has. been well over $200 
million in total deposits and nearly 227,000 in number of depositors 











! : Fe ON BF Rv “e ~«€6f 


mi Vs £+§ Oo ™N § @& W@W «- 


~~ 


[ & #SSRSS8 | 


ie oe 


, @ 
' 


r 


yf 
10 


ee 


DISCONTINUANCE OF POSTAL SAVINGS. SYSTEM 5 


each year. As indicated above, this rate of decline has accelerated 
still more in the current fiscal year, to approximately $240 million 
in deposits and 240,000 in depositors. A summary of the status of 
the Postal Savings System at June 30, 1956, follows. 


Postal Savings System—aAll offices, June 30, 1956 

















Class of office Amount on Per- Number of Per- 
deposit cent depositors cent 
Wien .cct a. poewccasucenécecccccsssnecessusapsey $1, 534, 278, 557 | 86.94 2,191,600 | 90.03 
Os jh napiiuipiniabotpepagighinadbidhbehbtiog 199, 700, 558 | 11.32 207, 324 8. 52 
Er i ncsbsdaapienmiputmapenguarmeedadioniarie 30, 182, 730 1.71 34, 785 1.43 
DB ivniniincuctiscencnpecncnctalibhediicidebsibs 524, 03 639 02 
RUG BR Oe cncecdcaccuepeadansaeugee 1, 764, 686, 251 | 100.00 2, 434, 348 | 100.00 
Unclaimed accounts..............-.........- y G06 Bocce |) « (pO beesce. es 
Tete. .ccocunnactodeliscotdddae bh 1, 765, 469, 846 |........ 2, 482, 026 j........ 
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The Comptroller General reported that most postal-savings funds 
are invested in United States Government securities at an average 
interest rate of 2.6 percent; that at the close of the fiscal year 1956 
the total investment in such securities was $1,737,414,000 at book 
value; and that an additional $29,651,000 was on deposit in 791 banks 
at 2% percent interest. Interest on such deposits and investments 
may not be less than 2.25 percent under the postal-savings law. 


EXPLANATION OF PROVISIONS OF H. R. 5883 


The first section of the bill establishes the closing date of the Postal 
Savings System as the first day of the fourth month which shall begin 
after (1) the earliest period of 30 consecutive calendar days during 
which the aggregate amount of postal-savings deposits shall have 
been below $1 billion at all times, as determined by the Postmaster 
General, or (2) expenses of the Postal Savings System exceed revenues 
therefrom—that is, the system has operated at a loss—for 1 fiscal 
year, as determined by the Postmaster General on the basis of the 
cost ascertainment system of the Post Office Department. Beginning 
with such closing date, no new deposits will be accepted, no new ac- 
counts will be opened, interest on each existing account will be dis- 
continued on the next interest anniversary date, and the present 
requirement for a 5 percent reserve of all postal-savings funds in the 
Treasury will be removed. 

Section 2 (a) of the bill requires the Postmaster General, beginnin 
on such closing date and thenceforth until the end of the second f 
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fiscal year thereafter, to make payment of all postal-savings accounts 
to the respective depositors, to liquidate the assets and discharge the 
obligations of the system, and to wind up all of the affairs of the sys- 
tem, to the extent practicable. This in effect will be the period of 
liquidation of the Postal Savings System. The Post Office Depart- 
ment, which operates the Postal Savings System, has the facilities, 
trained personnel, and organization to make payments to depositors 
and dispose of other postal-savings affairs. It is expected that all 
but a very small residue of postal-savings accounts will be paid to 
depositors during this liquidation period. The few remaining de- 
posits will be only those for which no claimant can be located; they 
will be handled under section 4, as explained below. 

Section 2 (b) provides for payment of amounts due minors, or per- 
sons who are mentally incompetent or under other adjudicated dis- 
ability, to the legally appointed guardian or fiduciary. 

Payments to estates of deceased depositors will be made in accord- 
ance with the laws of descent and distribution of the places of residence 
of such deceased depositors. 

Section 2 (c) provides that any excess of interest and profit from 
the Postal Savings System will continue to be covered into postal 
revenues during the liquidation period. 

Section 2 (d) requires a statement in the annual report of the Post 
Office Department for the second fiscal year after the closing date of 
the Postal Savings System showing the progress and status of the 
liquidation proceedings. This will enable the Congress at that time 
to consider any possible need for extension of the liquidation period. 
However, the period provided by the bill should be ample for sub- 
stantially complete liquidation of the system, so that the Post Office 
Department may be removed completely from the banking business 
at the expiration of such period and any residual amounts may be 
disposed of in accordance with normal and longstanding fiscal pro- 
cedures of the Government, as provided in section 4. 

Section 3 authorizes the Secretary of the Treasury to redeem or 
purchase public debt obligations of the United States, held for the 
account of the Postal Savings System, at par value when it is not 
advantageous to sell them on the regular market. 

Under section 4, upon conclusion of the period of liquidation by 
the Post Office Department any postal savings balances will be de- 
posited in the Treasury to the credit of the account, “Unclaimed 
moneys of individuals whose whereabouts are unknown.” This ac- 
count was established by the Permanent Appropriation Repeal Act, 
1934 (31 U. S. C. 725), as a trust fund for moneys due individuals 
who cannot be located. Postal savings deposited in this account will 
be so identified in the records of the General Accounting Office and 
expended under routine procedures of that office and the Treasury 
Department for handling unclaimed moneys. Generally speaking 
anyone entitled to such moneys may file a claim with the General 
Accounting Office, which certifies any amount found due to the 
Treasury Department where the check is issued. 

Section 5 authorizes the Board of Trustees of the Postal Savings 
System to prescribe rules and regulations and delegate authority for 
the liquidation proceedings and the other purposes of this legislation, 

This legislation does not repeal postal-savings laws since continuance 
thereof is necessary to carry out the orderly liquidation of the system. 
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Upon completion of such liquidation proceedings, however, the effect 
will be to supersede such laws, except as noted Sieataes as there will 
be no Postal Savings System thenceforth. It is to be observed, in 
this connection, that the authority to destroy paid postal-savings 
certificates after 6 years, contained in Public Law 487, 83d Congress 
(39 U. S. C. 770, 771), will be continued in effect without regard to 
other provisions of the postal-savings law thus superseded, since this 
permanent statute of limitations is necessary. 

This legislation will cause no adverse effect on, or inconvenience to, 

stal patrons. Nor will it cause any postal employee to lose his 
ob; this is a commitment made to the committee by the Post Office 

epartment. Increased mail volume will absorb working time of 
employees now devoted to postal-savings activities. 

A summary statement of present law relating to the Postal Savings 
System is included in this report, after the favorable reports of the 
Post Office Department, the Comptroller General, and the Treasury 
Department on the several pending bills to discontinue such system, 
which follow: 


Orrice oF THE PostmMasteR GENERAL, 
Washington, D. C., February 26, 1957. 
Hon. Tom Murray, 
Chairman, Committee on Post Office and Civil Service, 
House of Representatives, Washington, D. C. 


Dear Mr. CuatrMan: Reference is made to your request for a 
report on H. R. 4586, a bill to discontinue the Postal Savings System. 

The convenience of the public no longer seems to be served as at 
the time of the creation of the Postal Savings System in 1910. At that 
time there was no protection of depositor savings in the case of the 
failure of a bank. The Postal Savings System provided a convenient 
means whereby savings could be deposited at earned interest, with 
complete assurance of repayment by the Government. Since then, 
however, this assurance to the public is now provided through the 
availability of United States savings bonds, which earn interest, and 
through the guarantee of bank and of savings and loan deposits, by 
agencies of the Government. 

At the time of enactment of the Postal Savings Act in 1910, the 
convenience of smalltown patrons was undoubtedly in consideration, 
This is not true today. Less than 2 percent of the aggregate deposits 
and of all depositors are served by third- and fourth-class post. offices. 
In fact, the number of fourth-class post-office depositors accounts for 
only one-fiftieth of 1 percent of all depositors. Ninety percent of the 
depositors are in first-class offices and 8% percent are in second-class 
offices. Thus, deposits are concentrated in post offices in communities 
which have commercial banks. For those very few which do not, the 
growth of automobile transportation since 1910 and the .increased 
popularity of banking by mail have provided ready alternatives. 

t is evident that the public is finding adequate security for its 
savings because the amount now on deposit in the Postal Savings 
System is about half of what it was in 1947. It has dropped from 
$3,393 million in 1947 to $1,765 million in 1956, and continues to 
decline. The number of depositors has dropped from more than 
4 million in 1947 to less than 2% million today. The rate of decline 
in deposits for the past 3 years has been well in excess of $200 million 
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a year. The decline in the number of accounts for the same period 
has been respectively 228,000, 223,000, and 229,000. 

Gradually many post offices have been going out of the postal- 
savings business by simple attrition. As of June 30,.1956, 440 offices 
of all types had 10 or less depositors. Although there were 14,185 
fourth-class post offices, only 44 had depositories and of this number 
17 had 10 or less depositors. 

The Comptroller General of the United States, in his reports to 
Congress on the survey and audit of the Postal Savings System since 
1951, has consistently recommended that the Congress should give 
consideration to the question of whether, under present conditions, 
there is a need for the System, stating that by and large the main 
purpose and justification of the System are no longer applicable 
(Report on the Survey of the Postal Savings System, H. Doc. 393, 
82d Cong., 2d sess., and reports on the audit of the Postal Savings 
System for fiscal years 1952, 1953, and 1954). 

In May 1955 the Commission on Organization of the Executive 
Branch of the Government, in its report to Congress on business 
enterprises in Government, recommended that after some reasonable 
period no further postal-savings deposits be received and depositors 
be given an opportunity, during a period not to exceed 5 years, to place 
their savings in United States savings bonds or other amply secured, 
guaranteed bank and savings and loan deposits. 

The revenue from the Postal Savings System for the fiscal year 1958 
is estimated at $9,400,000 and for fiscal 1959 at $7,700,000. Al- 
located expenditures will be approximately $6,300,000 a year. By 
fiscal 1960 revenue will probably have dropped, if trends continue, to 
the point at which it will no longer cover these expenses. While not 
all of the costs would be saved by discontinuing the System, since 
they include overhead and fixed expenses, it is clear that the elimina- 
tion of the System will not have a significant effect on the net deficit 
of the Post Office Department after another few years. 

The Department urges enactment of this bill on the grounds that 
the need for the System no longer seems to exist, and it is desirable that 
the Government accelerate its withdrawal from competitive private 
business at every point possible. 

The Bureau of the Budget has advised that there would be no ob- 
jection to the submission of this report to your committee. 

Sincerely yours, 
Maurice H. Stans, 
Deputy Postmaster General. 


CompTrrROLLER GENERAL OF THE UNITED STATEs, 
Washington, February 13, 1957. 
Hon. Tom Murray, 
Chairman, Committee on Post Office and Civil Service, 
House of Representatives. 

Dear Mr. CnatrmMan: Your letter dated January 28, 1957, ac- 
knowledged on January 29, 1957, transmitted copies of H. R. 2031, 
85th Congress, and requested a report by our Office on the bill. 

H. R. 2031 provides that the Board of Trustees of the Postal 
Savings System shall establish a closing date for the System not 
later than one year after the approval of the bill, after which no new 
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accounts or deposits will be accepted. Depositors are to be notified 
to withdraw their deposits within 3 years from the closing date 
after which time no interest shall accrue with respect to such deposits. 
Upon the expiration of 5 years of the closing date all powers, functions 
and duties of the Board of Trustees and the Postmaster General will 
be transferred to the Secretary of the Treasury for purposes of 
liquidation of the System. 

The advisability of the continued operation of the Federal Govern- 
ment in the field of banking and savings in competition with private 
facilities through the United States Postal Savings System was the 
subject of a recommendation in survey report of our Office and a 
study by the Commission on Organization of the Executive Branch 
of the Government. See in this connection the comments concerning 
this matter contained in our letter to your committee, B—-110217, 
dated January 30, 1957, copy attached, on H. R. 1202, 85th Congress, 
a similar bill to H. R. 2031. 

In that letter we also called to the attention of your committee 
certain provisions of law which contain reference to the Postal Savings 
System and which should be studied to determine the effect thereon 
if the System is abolished. 

The instant bill would transfer the responsibility for the liquidation 
of the Postal Savings System from the Board of Trustees to the 
Secretary of the Treasury 5 years (as compared to 1 year under H. R. 
1202) after the closing date for the Postal Savings System. No 
definite time for the complete liquidation of the System can be deter- 
mined since the bill as proposed contains no absolute requirement 
that depositors withdraw their deposits but rather would persuade 
them to do so only from the fact that their deposits would draw no 
interest after 3 years. However, it would appear that the 2-year 
period between the time the deposits stop drawing interest (after 3 
years) and the time the Treasury Department actually takes over the 
liquidation of the system (after 5 years) should permit the closing of 
most accounts of depositors before the liquidation of the system is 
transferred to the Secretary of the Treasury. In this respect H. R. 
2031 is, in the opinion of our Office, preferable to H. R. 1202 in that 
the period for liquidation of the Postal Savings System by the Treasury 
Department would appear to be Snidliec bie reduced. 

In addition, the termination of the Postal Savings System over a 
period of 5 years, would permit a more orderly conversion of the 
resources of the System for the purpose of satisfying all withdrawal 
demands of depositors. Since the report of operations of the Postal 
Savings System, 1955, printed as House Document No. 251, 84th 
Congress (p. 3), shows that approximately 98 percent of the total 
resources of the Postal Savings System are invested in United States 
securities, it is important to have sufficient time to liquidate these 
securities in order to assure receipt of their real value and to assure the 
System’s financial position in meeting withdrawal demands of de- 

ositors. In this connection it would appear that the views of the 

ost Office Department and the Treasury Department would be of 
interest to your committee. 

The question of whether there is a present need for the continuation 
of the United States Postal Savings System, is primarily a matter of 
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policy for consideration by the Congress and aside from our comments 
appearing above, we have no further recommendations in the matter, 
‘The report is furnished in triplicate as requested. 
Sincerely yours, 
JosepH CAMPBELL, 
Comptroller General of the United States, 





TREASURY DEPARTMENT, 
Washington, February 28, 1957. 
Hon. Tom Murray, 
Chairman, Committee on Post Office and Civil Service, 
House of Representatives, Washington, D. C. 

My Dear Mr. Cratrman: Reference is made to your requests for 
the views of this Department on H. R. 1202, H. R. 2031, and H. R. 
4586, bills to provide for the discontinuance of the Postal Savings 
System established by the act of June 25, 1910, as amended, and for 
other purposes. 

H. R. 1202 would require the Board of Trustees of the Postal Sav- 
ings System to establish a termination date for the Postal Savings 
System not later than 60 days after the enactment of the legislation 
and thereafter no new postal-savings deposits could be accepted. 
Depositors would be notified to withdraw their deposits within 1 year 
of the termination date and no interest would accrue on accounts after 
the termination date. One year after the termination date the Postal 
Savings System would be transferred to the Treasury for liquidation, 

H. R, 2031 is somewhat similar to H. R. 1202, except that the termi- 
nation date would be not later than 1 year after the enactment of the 
legislation and depositors on the closing date would have a further 
period of 3 years for making new deposits or withdrawals during 
which period interest would - paid on their deposits. Five years 
after the closing date, all powers, functions, and duties vested in the 
Board of Trustees and in the Postmaster General by the act of June 25, 
1910, as amended, would be transferred to the Secretary of the Treas- 
ury for the purpose of liquidating the Postal Savings System. 

The latest bill, H. R. 4586, would establish a closing date 30 days 
after the date of enactment and thereafter no new postal-savings 
deposits could be accepted. Commencing 30 days after enactment, 
interest on postal-savings deposits would cease to accrue on the 
interest. anniversary date of outstanding deposit certificates, This 
would terminate interest on deposits in from 30 days to 1 year, de- 
pending on the anniversary date of the certificates. After June 30, 
1958, amounts of unpaid deposits would be transferred to the Secre- 
tary of the Treasury for further liquidation. Section 3 of this bill 
contains provisions to facilitate the settlement of the accounts of 
depositors who cannot. be located or who are deceased. This bill also 
provides for the transfer to the Secretary of the Treasury on June 30, 
1958, of the functions of liquidating the Postal Savings System and 
abolishes the requirement for the maintenance of a 5-percent cash 
reserve of postal savings funds. 

The Treasury is of the opinion that, in the interest of economy, the 
Postal Savings System should be liquidated. In recent years other 
facilities have been developed which will largely eliminate the neces- 
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sity for continuing the Postal Savings System: You will recall that 
recommendation No. 10 in the Report on Business Enterprises, pre- 
pared by the Commission on Organization of the Executive Branch of 
the Government, advocated discontinuance of this activity. 

We believe that H. R. 4586, with a few minor changes, would permit 
an orderly liquidation of the Postal Savings System. However, it is 
our view that the Post Office Department should continue to pass on 
claims until June 30, 1960, before this function is transferred to the 
Treasury. This will permit the experienced staff of the Post Office 
Department to carry on the active liquidation work. By June 30, 
1960, the remaining liquidation problems would cover only dormant 
accounts. 

If legislation is adopted transferring the liquidation function to the 
Treasury, it is recommended that provisions be included in the bill to 
authorize appropriations to the Treasury to carry on the necessary 
work. 

Section 3 of H. R. 4586 includes a proposal to provide a uniform 
order of disposition for settling postal savings accounts of depositors 
who cannot be located, or are deceased. I am advised that in view 
of the express and implied contract between the depositor and the 
United States there is a serious question whether the proposed amend- 
ment to the act of June 25, 1910, could constitutionally defeat a claim 
for the deposit by decedent depositor’s legal representative. The 
doubts thus suggested would be greatly increased in the special case 
where the depositor’s death occurred before the effective date of the 
proposed enactment. A question also arises whether a depositor who 
cannot be located could be divested of his interest in postal-savings 
deposit certificates in the manner proposed in this section. 

he Department has been advised by the Bureau of the Budget that 
there is no objection to the submission of this report to your committee. 
Very truly yours, 
W. Ranpo.trex Buraesss, 
Acting Secretary of the Treasury. 





SUMMARY OF LAW RELATING TO POSTAL SAVINGS SYSTEM 


The Postal Savings System was established by the act of June 25, 
1910, authorizing the Postmaster General to designate any post office 
as a postal-savings depository office to receive deposits of funds from 
the public and to account for and dispose of the funds. Control of 
the system is vested in a Board of Trustees consisting of the Postmaster 
General, the Secretary of the Treasury, and the Attorney General, 
acting ex officio. 

Deposits may be made by anyone 10 years of age or over. No 
person may have more than one account in his own right. 

Minimum deposit is $5 or a multiple thereof (increased from $1 
by Public Law 888, 84th Cong.). Maximum balance for one person 
is $2,500, excluding interest. 

Deposits draw 2 percent interest per annum, computed from the 
first of the month following date of deposit. Deposits for less than 
3 months draw no interest. 
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Postal savings are deposited in banks as provided by law or ins 
vested in Government securities. Interest on deposits may not be 
less than 2.25 percent; in practice, the Post Office Department has 
required, and received, a minimum of 2.5 percent interest on deposits 
in these banks. A reserve of 5 percent of total postal savings must 
be kept in the United States Treasury. The Comptroller General 
in his audit reports several times has recommended repeal of this 
reserve requirement. 

Accounting for and disposition of postal-savings deposits is in 
accordance with the Post Office Department Financial Control Act 
of 1950, subject to audit by the Comptroller General. 

Public Law 68, 83d Congress, defining duties of postal field service 
employees, supersedes earlier law making postal-savings activities part 
of the duties of employees in depository offices. 

Determination of rights to deposits is subject to adjudication by 
courts of competent jurisdiction. 

The Postmaster General is authorized to make rules and regulations 
for operation of the Postal Savings System. 

The act of July 14, 1954, bars payment of any claim for deposits 
not presented within 6 years after the date on which departmental 
records show the deposit was paid, and authorizes destruction of 
certificates at the end of such 6-year period. 
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MINORITY VIEWS 


The undersigned members of the committee do not agree with the 
discontinuance of the Postal Savings System as provided in H. R. 5883. 
After review and analysis of the information presented in hearings 
and in documents published by the Post Office Department and 
others, we present the following in justification of our stand on 
the matter. 
POSTAL SAVINGS SYSTEM IS A SERVICE 


Statements have been made that the System was established to 
provide savings facilities for rural areas. This is partially true. 
The history of deposits and depositors, however, indicates that from 
the very start of the System in 1910, postal savings have been largely 
concentrated in the larger cities and post offices. 

Postal savings offers service to the taxpayer, unique in the fact 
that there is no cost to the taxpayer as it pays its own way. This 
service is presently desired by approximately 2% million citizens who 
have on deposit almost $2 billion. 

The average depositor evidently desires the convenience and the 
feeling of security resulting from dealing directly with the Federal 
Government. He is principally interested in security and not in 
interest rates. 


PROFIT AND LOSS TO THE FEDERAL GOVERNMENT 


Testimony was presented to the effect that the System should be 
discontinued as a matter of economy. We cannot agree with this 
proposition. 

(1) Except for 4 years (1911, 1912, 1913, and 1950), the System has 
shown a profit after the payment of all costs of operation. 

(2) Present profit is from 6 to 10 million dollars a year. 

(3) We wish to point out that the Post Office Department witness 
stated that if withdrawals of the System continued to exceed deposits, 
the expenses of the System would exceed its revenues in 2 or 3 years. 
No facts or reasoning was offered in support of this conclusion. -On 
the other hand, it should be noted that during the 16-year period from 
1914 to 1930 the lowest annual balance to the credit of depositors was 
$43 440,271; the highest was only $153,644,529. Yet, the System’s 
revenue in each year during this period exceeded expenses. (In con- 
trast, the balance due to depositors as of June 30, 1956, was 
$1,765,469,846.) If a net income was possible in the 1914-30 period, 
it appears highly probable that a net income could be maintained 
with very much laa in deposits than exist at the present time. 

(4) Insofar as cost to the Government as a whole is concerned, we 
wish to point out that the System is legally obligated to pay 2 percent 
interest to its depositors. The effective rate, however, is about 1.9 
percent. On basis of present investments, the System received from 
the Government slightly over 2.6 percent. This difference was the 
source of the net revenue for the fiscal year ended June 30, 1956, 
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The System may deposit funds in banks at 2.5 percent or more in 
interest or the System may invest in Government secutities, or both, 
During the fiscal year ended June 30, 1956, $29,650,992 was on deposit 
with banks and $1,737,414,806 was invested in Government securities, 
The general funds of the Treasury have the use of these funds at a 
relatively low interest rate. Had it been obliged to borrow these 
funds elsewhere the cost would have been about 3 percent. More 
important, if the Postal Savings System were to be abolished it 
would probably cost the Government 3.5 percent interest to borrow 
new funds so as to pay the depositors in cash or convert their present 
holdings into savings bonds. 

(5) Actually, the Government is borrowing the deposits at the rate 
of 2 percent. The House of Representatives passed, on Monday, 
March 18, 1957, legislation increasing permissible interest ceiling to 
3% percent on United States bonds. The cost in the future, therefore, 
may be reasonably calculated at 1% percent on $1,700 million. This 
additional interest cost to the Government could well be a maximum 
of $25,500,000. 


POSTAL SAVINGS SYSTEM NOT COMPETITIVE 


Contrary to statements made, we firmly believe that the Federal 
Savings System is noncompetitive with other savings systems except 
in a very general way. 

(1) The System is purely a savings system. It neither makes loans 
nor offers its deposits as security for loans. 

(2) Deposits as savings are only accepted from natural persons of 
10 years of age or older. Corporate, trust, joint or other similar 
accounts are not accepted. 

(3) A maximum of $2,500 is placed on the size of each account. 
Other savings systems have no limitation on size or ones that usually 
start at $10,000 or above. 

(4) The System pays only 2 percent interest while others pay from 
1 to 1% percent more. 

(5) The System does not solicit accounts. Others do make solici- 
tations through the newspapers and other mediums of communication. 


CHANGES IN DEPOSITS AND DEPOSITORS 


Evidence was presented showing the decrease in the number of 
depositors and the gross deposits since 1948. The arguments did not, 
nomeyens go back beyond 1948 to trace the pattern of fluctuation in 

oth. 

(1) The long-term movement of both the number of depositors and 
gross deposits has been upward. 

(2) During both wars deposits and depositors increased. After 
both wars deposits and depositors decreased. The decrease since 
1948, interrupted slightly by the Korean situation, is a natural con- 
tinuation of this economic trend. 

(3) The normal increase in deposits during World War II super- 
imposed on the already greatly expanded deposits resulting from the 
banking situation of the 1930’s created an abnormal picture. The 
decrease in deposits and depositors since 1948 represents the expected 
adjustment of the situation and not a decrease in the value of or 
service rendered by the Postal Savings System. 
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Even though the number of deposits has been decreasing since 1948, 
the 2,482,026 depositors as of June 30, 1956, is much greater than the 
number of. depositors in any year prior to 1934. The deposit balance 
in June 1956 was $1,765,469,846, an amount greater than in any year 

rior to 1944. The fact is that even though deposits and depositors 
Sore been increasing since 1948, there were 10 times more deposits 
and 5 times more depositors in June 1956 than in any year prior to 
1931, the period when even those advocating abolition of the System 
agree that it was performing a necessary and desirable function. 


OPINION AS TO DESIRABILITY OF CONTINUING SYSTEM 


We maintain that, with the exception of the representatives of the 
employee group who opposed this bill, almost all testimony favoring 
its enactment was presented by persons representing Government 
departments. There has never been an attempt made to survey the 
users of the System to determine their opinion in the matter. We 
suggest that they be polled before the drastic action proposed by this 
bill is adopted. 

In summation, we offer as our considered opinion that the System 
should be continued on the basis of a desired service of Government 
by 2% million people and on the basis that the use of this money by 
the Government precludes the necessity of increasing the budget 
ees $25,500,000 per annum for interest. 

e believe that H. R. 5883 should be rejected in the interest of 

economy. 
GracigE Prost. 
Cuet Houirievp. 
Katuryn E, GranaHan, 
Cuares O. Porrer. 
Aurrep E. SANTANGELO, 
Rosert W. HempuHitt. 
H. R. Gross. 





85TH CONGRESS ; HOUSE OF REPRESENTATIVES ( Reporr 
1st Session No. 296 
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AUTHORIZING THE DISTRICT COURTS TO ALLOW ADDITIONAL 
PEREMPTORY CHALLENGES IN CIVIL CASES TO MULTIPLE 
PLAINTIFFS AS WELL AS MULTIPLE DEFENDANTS 


Aprit 4, 1957.—Referred to the House Calendar and ordered to be printed 


Mr. Wiis, from the Committee on the Judiciary, submitted’ the 
following 


REPORT 


[To accompany H. R. 3368] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 3368) to amend section 1870 of title 28, United States Code, 
to authorize the district courts to allow additional peremptory 
challenges in civil cases to multiple plaintiffs as well as multiple 
defendants, having considered the same, report favorably thereon 
without amendment and recommend that the bill do pass. 


PURPOSE 


The purpose of this legislation is to authorize the district courts to 
allow additional peremptory challenges in civil cases where there are 
multiple plaintiffs, 

GENERAL STATEMENT 


The present law now permits three peremptory challenges in civil 
cases to each party, and states that for the purpose of making chal- 
lenges several plaintiffs or several defendants shall be considered as a 
single party. However, the law permits an exception to this general 
rule, where there is more than one defendant. In such an instance 
the courts may allow the defendants additional peremptory challenges 
and permit them to be exercised separately or jointly. It is the inten- 
tion of this legislation to extend the same’ privilege toymultiple 
plaintiffs. 

At the hearing, a statement was made suggesting the reason for the 
discrepancy in the present law allowing additional peremptory 
challenges to defendants and not plaintiffs.: It was pointed out that 
originally there was one statute containing the civil and eriminal pro- 
cedure for selecting juries. Since in a criminal action there is only one 
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plaintiff, additional peremptory challenges were not customarily 
necessary for the plaintiff. When the criminal and civil parts of the 
statute were separated in the revision of the code, they were trans- 
ferred without change in language, so that multiple plaintiffs in civil 
cases today are still considered as a single party for the purposes of 
making challenges and may not be permitted additional peremptory 
challenges, even though their interest and claims in a particular case 
may be widely divergent. 

While this legislation will affect litigation between private parties 
principally, it was pointed out that there can be instances where the 
Government can be a party plaintiff along with other plaintiffs, 


DEPARTMENT REPORTS 


This legislation was sponsored by the Administrative Office of the 
United States Courts and has the approval of the Judicial Conference 
of the United States. An excerpt from the Annual Report of the 
Proceedings of the Judicial Conference of the United States for 1956, 
page 39, approving the proposed legislation and the communication 
from the Administrative Office of the United States Courts are set out 
below. 

NUMBER OF PEREMPTORY CHALLENGES OF JURORS 


At the March 1956 session, the Conference referred to the 
committee a proposal from the Judicial Council of the Fifth 
Circuit that section 1870 of title 28, United States Code, 
relating to the number of peremptory challenges of jurors 
allowable in civil cases, be amended (Conf. Rept., p.17). The 
recommendation was that there be allowed additional per- 
emptory challenges to all multiple parties instead of to 
multiple defendants only, as at present. The committee 
recommended the proposed change. The Conference adopted 
the recommendation of the committee and approved for sub- 
mission to the next session of Congress the draft of a bill 
prepared by the committee for this purpose. 


This legislation also has the approval of the Department of Justice. 
Because the i ogy of Justice, through its designated witness, 
testified at the hearing, no report was submitted. 


JANUARY 7, 1957. 
Hon. Sam Raysurn, 


Speaker of the House of Representatives, 
Washington, D.C. 

Dear Mr. Speaker: On behalf of the Judicial Conference of the 
United States I transmit herewith for the consideration of the Congress 
the draft of a bill, approved by the Conference, which would authorize 
the district courts to allow additional peremptory challenges in civil 
cases to multiple plaintiffs as well as to multiple defendants. 

The statute now peremits three peremptory challenges in civil cases to 
each party, and states that for the purpose of making challenges several 
defendants or several plaintiffs shall be considered as a single party. 
As an exception to this general rule the statute further states that if 
there is more than one defendant, the court may allow the defendants 
additional peremptory challenges and permit them to be exercised 
separately or jointly. The purpose of the proposed bill is to extend to 
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multiple plaintiffs the same privilege now granted to multiple de- 
fendants to seek additional peremptory challenges, which may be 
granted in the discretion of the trial judge. 

I hope this bill may be introduced in the House and referred to the 


appropriate committee for consideration. 


If the committee desires 


additional information with regard to the proposed bill, I shall be glad 
to furnish it either at a hearing or by letter. 


Yours sincerely, 


Eu_mMore WHITEHURST, 
Acting Director. 


CHANGES IN Existinc Law 


In compliance with clause 3 of Rule XIII of the House of Repre- 


sentatives, changes in existing law 
existing law being set out in the 


are shown in parallel columns, the 
first column and the law as it is 


proposed to be amended shown in the second column: 


§ 1870. Challenges. 


In civil cases, each party shall 
be entitled to three peremptory 
challenges. Several defendants or 
several plaintiffs shall be con- 
sidered as a single party.-for -the 
purposes of making challenges. 
If there is more than one defend- 
ant the court may allow the 
defandants additional peremptory 
challenges and permit them to be 
exercised separately or jointly. 

All challenges for cause or favor, 
whether to the array or panel or to 
individual jurors, shall be deter- 
mined by the court. 


“$1870. Challenges. 


“Tn civil cases, each party shall 
be entitled to three peremptory 
challenges. Several defendants or 
several plaintiffs may be con- 
sidered as a single party for the 
purposes of makin challenges, or 
the court may allow additional 
peremptory challenges and permit 
them to be exercised separately or 
jointly. 

“All challenges for cause or 
favor, whether to the array or 
panel or to individual jurors, 
shall be determined by the court.” 


O 





85TH CoNGRESS HOUSE OF REPRESENTATIVES { Report 
1st Session No. 297 





AUTHORIZING USE OF CERTIFIED MAIL IN SUMMONING 
JURORS 


Apri 4, 1957.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Wiis, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. R. 3367] 


The Committee on the Judiciary, to whom was referred the bill 
(H..R. 3367) to amend section 1867 of title 28 of the United States 
Code to authorize the use of certified mail in summoning jurors, 
having considered the same, report favorably thereon without amend- 
ment and recommend that the bill do pass. 


PURPOSE 


The purpose of this legislation is to authorize the use. of certified 
mail in addition to registered mail in the service of summonses on 
persons drawn for jury duty in the Federal courts. 


STATEMENT 


The registered mail service was originally established to provide 
greater security for valuable mail. It is being used extensively, how- 
ever, for transmitting mail-matter of no intrinsic value, such as jury 
notices, for which the sender needs only proof of mailing or delivery. 

With registered mail the Post Office Department requires that it 
be given special attention and be accounted for as it passes through 
various stages.of transportation and delivery to the addressee. The 
minimum fee now required for registered mail of no intrinsic value is 
40 cents. Fora return receipt there is an additional 7-cent fee. 

In 1955 it was determined that a new service should be provided 
for mail of no intrinsic value but of which proof of mailing or delivery 
was required by the sender. This new service was established on 
June 6, 1955, and is known as “certified mail.” This mail is handled 
with ordinary mail and given no special protection. In all other 
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respects, however, it provides essentially the same service as registered 
mail, The sender may request a return receipt, or he may restrict 
delivery to the addressee exclusively. 

The fees for certified mail are less than for registered mail. The 
fee, in addition to postage, for certified mail, without return receipt 
is 15 cents. If a return receipt is requested, showing to whom an 
when the item was delivered, there is an additional charge of 7 cents. 

Thus, jury notices can be serviced at a cost of 22 cents for certified 
mail as compared to a cost of 47 cents when mailed as registered mail. 

It has been conservatively estimated that the use of certified mail 
will result in an annual saving of $12,000 in the operation of the jury 
system, 

DEPARTMENT REPORTS 


This legislation was sponsored by the Administrative Office of the 
United States Courts and has the approval of the Judicial Conference 
of the United States. In addition, the Post Office Department and 
the Department of Justice approve this legislation. Their communi- 
cations follow. These communications point out that the Bureau of 
the Budget has no objection to the submission of their reports to the 
committee. 


ADMINISTRATIVE Orrice oF THE UNITED States Courts, 
January 7, 1957. 
Hon. Sam RAysurn, 
Speaker of the House of Representatives, 
Washington, D. C. 


Dear Mr. Speaker: On behalf of the Judicial Conference of the 
United States I transmit herewith for the consideration of the Con- 
gress the draft of a bill approved by the Conference, which would 
authorize the use of ‘‘certified mail’ in addition to “registered mail” 
for the summoning of jurors for service in the United States district 
courts. 

Certified mail is the recent development of the Post Office Depart- 
ment designed to insure delivery of a letter and-to furnish proof of 
its delivery. It is less than one-half as expensive as registered mail 
which was designed originally for the transmission of papers and 
documents of intrinsic value, and its use will avoid an unnecessary 
expenditure of money in the judicial process without impairment of 
the functions of the courts. The economy stems entirely from a 
streamlined procedure for the administrative handling of such mail 
within the postal system. Return receipts identical to those now in 
use with registered mail are available with certified mail. 

It has been conservatively estimated that the use of certified mail 
will result in an annual saving of $12,000 in the operation of the jury 
system. I hope the bill may be introduced in the House and referred 
to the appropriate committee for consideration. If the committee 
desires additional information with regard to the proposed legislation, 
I shall be glad to furnish it. 

Yours sincerely, 


Ex:more Wuirenurst, Acting Director; 
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Marc 11, 1957. 
Hon. EMANvEL CELLER, 


Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

Dear Mr. Cuarrman: This is in response to your request for the 
views of the Department of Justice concerning the bill (H. R. 3367) 
to amend section 1867 of title 28 of the United States Code to authorize 
the use of certified mail in summoning jurors. 

Section 1867 of title 28, United States Code, now provides for the 
summoning of jurors by either personal or registered mail service. 
This bill would amend the section so as to authorize the use of the 
more economical, yet equally effective, certified-mail procedures 
recently established by the Post Office Department. . 

The Department of Justice recommends the enactment of this 
legislation. 1g 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report. 

Sincerely, 
Witiiam P. Rocers, 
Deputy Attorney General, 





OFFICE OF THE PosTMASTER GENERAL, 
Washington, D. C., March 8, 1957. 
Hon. EMANvEt CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives. 

Dear Mr. CuHartrMAN: Reference is made to your request for a 
report on H. R. 3367, a bill to amend section 1867 of title 28 of the 
United States Code to authorize the use of certified mail in summoning 
jurors. 

The bill H. R. 3367 merely amends existing law to include reference 
to “certified mail” in addition to “registered mail’ as an authorized 
means of serving notices on persons drawn for jury service. 

This Department is in favor of enactment of H. R. 3367. 

Notices served on persons drawn for jury service have no intrinsic 
value. The purpose of having the notices served or transmitted by 
registered mail is to establish proof of mailing and delivery through 
the system of receipts provided for such mail. The same purpose 
now can be served by the use of the certified mail service. 

The certified mail service established by the Postmaster General 
now provides a cheaper means for the transmission of documents such 
as those covered by H. R. 3367. Proof of mailing and handling is 
available through the system of receipts given at the time of mailing 
and taken at the time of delivery of the certified mail. If the sender 
80 desires, he may obtain a return receipt as evidence of delivery. 

The Bureau of the Budget has advised that there would be no ob- 
jection to the submission of this report to the committee, 

Sincerely yours, 
Maurice H. Srans, 
Deputy Postmaster General, 
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CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the House of Repre- 
sentatives, there is printed below in roman existing law in which no 
change is proposed, with matter proposed to be stricken out enclosed 
in black brackets, and new matter proposed to be added shown in 
italics: 

TrtLe 28, Unitep States CopE 


Section 1867. Summoning Jurors 

When the court orders a grand or petit jury to be drawn the clerk 
shall issue summons for the required number of jurors and deliver 
them to the marshal for service. 

Each person drawn for jury service may be served personally or b 
registered or certified mail addressed to such person at his usual resi- 
dence or business address. 

Such service shall be made by the marshal who shall attach to his 
return the addressee’s receipt for the registered or certified summons, 
where service is made by mail. 
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RELINQUISHMENT OF THE OFFICE OF CHIEF JUDGE OF 
FEDERAL COURTS AT THE AGE OF 75 YEARS 





Aprit 4, 1957.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Roamurs of Colorado, from the Committee on the Judiciary, 
submitted the following 


REPORT 


[To accompany H. R. 985] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 985) to provide that chief judges of circuits and district courts 
shall cease to serve as such upon reaching the age of 70, having con- 
sidered the same, report favorably thereon with amendments and 
recommend that the bill do pass. 

The amendments are as follows: 

On page 1, on lines 6, 8 and 10, strike out the word “seventy” and 
insert in lieu thereof at each place the words ‘“‘seventy-five’’. 

On page 1, line 10, strike ‘‘age.”’ and insert in lieu thereof “age, but 
a judge may not act as chief judge until he has been a member of the 
court for one year.” 

On page 2, on lines 5, 7 and 9, strike out the word “seventy” and 
insert in lieu thereof at each place the words “seventy-five”’. 

On page 2, line 9, strike ‘“‘age.’’ and insert in lieu thereof “age, but 
a judge may not act as chief judge until he has been a member of the 
court for one year.” 

Amend the title to read as follows: 


A bill to provide that chief judges of circuit and district 
courts shall cease to serve as such upon reaching the age of 
seventy-five. 

PURPOSE OF THE AMENDMENTS 


The purpose of the first amendment is to raise from 70 to 75 the 
proposed age at which the chief judges of circuit and district courts 
would cease to serve as such. 

The second amendment requires that any judge of either the 
circuit or district courts must have been a judge of the respective 
court of which he is a member for at least 1 year before being eligible 
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to succeed to a chief judgeship. The amendment to the title is to 
conform it to the substance of the bill. 


GENERAL STATEMENT 





Under existing law as contained in sections 45 and 136 of title 28, 
United States Code, the judges of the United States circuit and district 
courts, having more than one judge, the judges who are senior in 
commission are designated as the chief judges of the respective courts. 
Since there is no provision limiting the tenure of a chief judge, as 
such, an incumbent continues to hold office until such time as he 
either dies, resigns, or retires from the bench. A chief judge performs 
not only the usual judicial tasks of the office, but the additional 
administrative duties of the circuit or district over which he presides, 

The Committee on Court Administration of the Judicial Con- 
ference of the United States, in March of 1956, made a report on its 
study of the problem affected by this legislation. After a referral of 
a tentative resolution of approval by the Conference to the various 
Judicial Conferences of the circuits, the Judicial Conference of the 
United States reaffirmed its approval and recommended to Congress 
the enactment of a proposal such as contained in H. R. 985. 

The draft of the proposed legislation recommended by the Con- 
ference varied from that contained in the reported bill H. R. 985 in 
the following two instances: The reported bill fixes the age as 75, 
whereas the recommendation of the Conference fixed the age as 70 at 
which a chief judge would relinquish the office of chief judge; the 
second is that under the provision of the reported bill a judge must 
have served at least 1 year as a member of the court before being 
eligible to succeed to the chief judgeship of that court, whereas the 
Judicial Conference proposal contained no such requirement. It is 
the opinion of the Committee on the Judiciary that these two varia- 
tions are proper and necessary. It is the opinion of the committee 
that by fixing the age at 75 proper flexibility will be afforded. It is 
also believed that the requirement of at least 1 year’s experience as 
a condition precedent for the exercise of the functions of the office of 
chief judge will provide for qualified succession to that office. 

A survey of the ages of the various chief judges as of January 8, 
1957, indicates that the proposed legislation would affect the office of 
chief judge of five of the judicial circuits. In regard to the office of 
chief judge of a district, nine districts would be affected by the pro- 
visions of the bill H. R. 985, as amended. A tabulation of the ages 
of chief judges indicates that ‘the average age at present in the judicial 
circuits is 72 and that the average age upon becoming chief judge is 
64. The average length of service as chief judge is 8.6 years. The 
same figures with regard to the districts indicate an average age of 
the chief judge as 65, the average age upon assuming office of chief 
judge, 56, and the average length of service as chief judge, 8.3 years. 

It is the opinion of the committee that the enactment of H. R. 
985, as amended, will improve the administration of justice in the 
Federal courts. There can be no doubt that many judges who have 
passed the age of 75 do, are capable of doing, excellent work in their 
judicial capacity, and indeed may well function as efficient adminis- 
trators of the business of their courts. Nevertheless, it cannot be 
denied, as indicated in the experience of private business, that the 
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toll of years has a tendency to diminish celerity, promptitude and 
effectiveness. 

Since the tenure of judges of Federal constitutional courts is, in 
effect, for life under the constitutional provision of tenure for good 
behavior, such a judge cannot be compelled to resign or retire. Pro- 
vision is made in existing law, however, for the resignation or retire- 
ment of judges after certain years of service, but such action must be 
voluntary on the part of a judge. Under the terms of the bill H. R. 
985, distinction is made between the judge in his judicial capacit 
and in his administrative capacity. The bill, of course, does not an 
could not compel the relinquishment of his judicial capacity; the 
judge would continue to be a judge of a United States court but he 
would relinquish under the provisions of the bill the title of chief 
judge and the administrative duties and prerogatives of that office. 

The proposed legislation would operate in each of the judicial cir- 
cuits since they are composed of more than one judge. In regard to 
United States district court judges, however, the bill would encompass 
only those districts where there is more than one judge. It would 
have no effect on a district for which only one judge is authorized. 
The proposed legislation also covers the problem which would arise 
should all the judges of either the circuit or the district court be over 
the age of 75. Under such conditions, the bill proposes that the 
youngest of the group would act as the chief judge until a judge was 
appointed and qualified who would be under 75 years of age. Such 
a succession to the office of chief judge in either a district or circuit 
court is limited under the committee’s amendment to the bill by the 
requirement that such a judge would have to serve at least 1 year on 
that court before succeeding to the office of chief judge. It is believed 
that this requirement for 1 year’s experience is necessary and proper 
in order that the one exercising the functions and responsibilities of 
the office of chief judge should have at least 1 year’s experience on the 
bench of that particular court. 

Under section 3 of the bill provision is made that the amendments 
to sections 45 and 136 of title 28, United States Code, as made by this 
bill, should not be effective until after 1 year from the date of the 
enactment of this act. 

Under the provisions of the bill H. R. 985, as reported, no additional 
expenditure of Federal funds would be necessary. 

The provisions of H. R. 985, as introduced, have been approved 
by the Judicial Conference of the United States as well as by the 
house of delegates of the American Bar Association, by the Attorney 
General’s Conference on Court Congestion and Delay in Litigation, 
and by the Department of Justice. 

The report of the Attorney General’s Conference on Court Conges- 
tion of January 7, 1957, on page 3, stated: 


We recommend legislation to provide that a chief judge of a 
Federal circuit or a Federal district court shall relinquish 
his administrative duties upon reaching the age of 70. This 
proposal gives recognition to the established fact that the 
daily administrative problems of the court are difficult and 
exhausting and that senior judges should not be called upon 
to handle them in addition to normal duties, 
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The standing committee on Federal judiciary of the American Bar 
Association, in its report of February 19, 1957, to the house of dele. 
gates stated that— 


Your committee is of the view that this legislation is desir- 
able and should be enacted. Accordingly, it recommends 
that the house of delegates adopt the resolution endorsing 
the provisions of H. R. 3814. (H. R. 3814 is identical with 
H, R. 985 as introduced.) 


The house of delegates has given its approval also. 

Attached hereto as a part of this report are the communications of 
January 22, 1957, to the Speaker of the House of Representatives 
from the Administrative Office of the United States Courts, and the 
communication of February 6, 1957, from the Deputy Attorney 
General of the United States to the chairman of the Committee on 
the Judiciary, both of which recommend the enactment of legislation 
similar to that contained in H. R. 985 as reported. 


ADMINISTRATIVE OFFICE OF THE 
Unrrep States Courts, 
Washington, D. C., January 22, 1957. 
Hon. Sam Raysurn, 
Speaker of the House of Representatives, 
Washington, D. C. 

Dear Mr. Speaker: On behalf of the Judicial Conference of the 
United States I am transmitting to you herewith for the consideration 
of the Congress the draft of a bill, approved by the Conference, to 
provide that chief judges of circuits and district courts shall cease to 
serve as such upon reaching the age of 70 years. 

While many judges past the age of 70 are able to and do administer 
the business of their circuits and of their courts with celerity, prompti- 
tude and effectiveness, it was the unanimous view of the committee of 
the Conference which studied this proposed legislation, that an age 
limit should be imposed by statute on the service of a chief judge, 
acting in an administrative capacity, and that the optimum age for 
giving over administrative duties would be at 70 years. For many 
years successful business organizations have withdrawn executive and 
administrative duties from officers because of age, as have many col- 
leges and universities. Under the proposed bill a chief judge would 
relinquish his administrative duties at age 70, but in all respects 
would remain a United States judge and exercise all the powers and 
duties of that office. 

The proposed legislation further provides that in case a chief judge 
reaches the age of 70, the judge of the circuit or district senior in com- 
mission, who is less than 70 years of age, would then automatically 
become chief judge and if all of the judges of the circuit or district 
were 70 years of age or older, the youngest would act as chief judge 
until a judge had been appointed and qualified who was under 70 
years of age. The act would take effect 1 year from the date of enact- 
ment thereby retaining present chief judges in their positions for a 
ee from the date of enactment of the bill, even though over 70 years 
of age. 
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I hope that this bill may be introduced in the House and referred 
to the appropriate committee. If additional information is desired 
by the committee, I shall be glad to furnish it either by letter or at a 
hearing. ; 

Yours sincerely, 
Eimors WHIrTexvrst, 
Aeting Director. 


Fresrvuary 6, 1957. 
Hon. EMANvEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 


Dear Mr. Cuarrman: The Department of Justice recommends 
the enactment of the bills (H. R. 985, H. R. 3991, and H. R. 3814) to 
provide that chief judges of circuit and district courts shall cease to 
serve as such upon reaching the age of 70. 

The bills would provide that the circuit judge in regular active 
service who is senior in commission and under 70 years of age shall be 
the chief judge of the circuit. If all the circuit judges are 70 years of 
age or older the youngest would act as chief judge until a judge has 
been appointed and qualified who is under 70 years of age. The bills 
would also provide that in each district having more than one judge 
the district judge in regular active service who is senior in commission 
and under 70 years of age shall be the chief judge of the district court. 
If all the district judges are 70 years of age or older, the youngest 
would act as chief judge until a judge has been appointed and qualified 
who is under 70 years of age. The measure would take effect 1 year 
after the date of its enactment. 

The Judicial Conference of the United States, at its meeting in 
— 1956, recommended the enactment of this proposed legis- 
ation. 

As you know, in May 1956, there was convened, on the invitation 
of the Attorney General, a Conference on Court Congestion and Delay 
in Litigation. On January 7, 1957, the Executive Committee of the 
Attorney General’s Conference, of which you are a member, issued 
a report recommending, among other things, that legislation be enacted 
to provide that a chief judge of a Federal circuit or of a Federal district 
court relinquish his administrative duties upon reaching the age of 70. 
The report stated that ‘“This proposal gives recognition to the estab- 
lished fact that the daily administrative problems of the courts are 
difficult and exhausting and that senior judges should not be called 
upon to handle them in addition to normal duties.” 

Also, the President supported this proposed legislation in his 
recent budget message. In that message he stated that “when a 
district or circuit court judge who is the senior judge of the district or 
circuit becomes 70 and chooses not to retire, he should be relieved of 
his administrative duties.” 

Sincerely, 
Witu1am P. Roacgrs, Deputy Attorney General. 
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CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the House of Repre- 
sentatives, there is printed below in roman existing law in which no 
change is proposed by enactment of the bill as here reported; matter 
proposed to be stricken by the bill as here reported in black brackets: 
new language proposed by the bill as here reported is printed in 
italics: 


TitLe 28, Unirep Srates Cops 


§ 45. Curer JupGes; PrecepEencs or JUDGES. 

(a) The circuit judge in regular active service who is senior in 
commission and under seventy-five years of age shall be the chief judge 
of the circuit. Jf all the circuit judges im regular active service are 
seventy-five years of age or older the youngest shall act as chief judge until 
a judge has been appointed and qualified who is under seventy-five years 
of age, but a judge may not act as chief judge until he has been a member 
of the court for one year. 

. ~ ~ * * * * 


§136. Carer Jupces; PrecepeNce or District JupGEs. 

(a) In each district having more than one judge the district judge 
in regular active service who is senior in commission and under seventy- 
five years of age shall be the chief judge of the district court. Jf all 
the district judges in regular active service are seventy-five years of age or 
older the youngest shall act as chief judge until a judge has been appointed 
and qualified who is under seventy-five years of age, but a judge may not 
act as chief judge until he has been a member of the court for one year. 
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MODIFYING THE CODE OF LAW FOR THE DISTRICT OF COLUMBIA 
TO PROVIDE FOR A UNIFORM SUCCESSION OF REAL AND PER- 
SONAL PROPERTY IN CASE OF INTESTACY, TO ABOLISH DOWER 
AND CURTESY, AND TO GRANT UNTO A SURVIVING SPOUSE A 
STATUTORY SHARE IN THE OTHER’S REAL ESTATE OWNED AT 
TIME OF DEATH 





Aprit 5, 1957.—Referred to the House Calendar and ordered to be printed 


Mr. McMiutan, from the Committee on the District of Columbia; 
submitted the following 


REPORT 


[To accompany H. R. 6508] 


The Committee on the District of Columbia, to whom was referred 
the bill (H. R..6508) to modify the Code of Law for the District of 
Columbia to provide for a uniform succession of real and personal 
property in case of intestacy, to abolish dower and curtesy, and to 
grant unto a surviving spouse a statutory share in the other’s real 
estate owned at time of death, and for other purposes, having con- 
sidered the same, report favorably thereon without amendment and 
recommend that the bill, H. R. 6508 do pass. 

The purpose of this bill is to modify the Code of Law for the Dis- 
trict of Columbia to provide for a uniform succession of real and 
personal property in case of intestacy, to abolish dower and curtesy, 
and to grant unto a surviving spouse a statutory share in the other’s 


real estate owned at time of death, and for other purposes. 


This bill would make substantial changes in the law relating to the 
descent of real property when the owner dies intestate. Rights in 
property known as dower and curtesy are abolished and in lieu 
thereof each spouse is given a statutory right to share in the deceased 
spouse’s property. 

Husbands and wives will be especially affected because the bill 
proposes to abolish the ancient, feudal rights in realty known as dower 
and curtesy. Today a healthy widow under 30 years old would get 
only one-sixth part of the value of any realty of which her husband 
died intestate. If she were above 77 years old, she’d get only one- 
twentieth part of that value. Under this bill, she would instead take, 
in either such case, at least one-third and perhaps all the husband’s 
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realty, outright, depending upon whether he was survived also by a 
child or other direct descendants, or only by relatives of more remote 


degree. 

The bill would abolish all present distinctions as between the order 
of succession in the descent of real property and the distribution of 
personal property of an intestate. The bill. provides that real prop- 
erty shall descend in the same order as personal property, under 
present law, is distributed. The laws in all States of the Union, 
except Delaware, North Carolina, and Tennessee, provide for uni- 
formity in succession of real and personal property. 

Husband and wife domiciled in this District will, under this legis- 
lation, acquire exactly reciprocal or equal rights of inheritance to 
all property of any kind owned by the one first dying, with the possible 
exception of real estate owned at death but located outside the District 
of Columbia, which would be governed by the law of its location. 

This legislation was introduced at the request of the Bar Associa- 
tion of the District of Columbia and has the approval of the Board 
of Commissioners of the District of Columbia. 

A section-by-section analysis is herewith also made a part of this 
report, 

SECTION-BY-SECTION ANALYSIS 
Section 1 


Section 940 of act entitled “An act to establish a code of laws for 
the District of Columbia,” approved March 3, 1901, as amended 
(18-101, D. C. Code, 1951 edition), is further amended. 

Makes realty descend exactly as personalty now does, including the 
share to spouse. 


Section 2 
Abolishes curtesy upon the effective date of the act. 


Section 3 

Abolishes dower except that any dower initiate existing when act 
takes effect is preserved, but the wife entitled to such retained dower 
would get her new statutory share instead unless she elects to take the 
dower vice the share. (This will seldom happen by experience under 
similar act in the State of Maryland.) 


Section 4 

(a) Repeals the present realty section 953 of said code of law 
(sec. 18-103, D. C. Code, 1951 edition), limiting persons born after 
death of the intestate, who may nevertheless be his heirs, to his children 
and descendants; and (sec. 9 (a) of this act) amends the present per- 
sonalty section to cover both real and personal property. Stated 
differently, the act here involves no change in the present law, but it 
will use just 1 code section instead of 2—to provide that posthumous 
heirs are recognized only within intestate’s direct line of descendants. 

(b) Repeals the present realty section 954 of said code of law (sec. 
18-104, D. C. Code, 1951 edition), as to halfblood and (9(b)) broadens 
the present personalty section on that subject to cover both. 

(c) (11) Repeals the (per stirpes) representative statute on realty, 
section 955 of said code of law (18-105, D. C. Code, 1951 edition). 

(2) This leaves the pertinent personalty acts to apply to realty 
also, viz, intestate’s descendants take per stirpes; those descendants 
of brothers and sisters who take, take per stirpes. Beyond brothers 
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and sisters, and their descendants, all collaterals who take, do so per 
capita. Grandparents of the intestate take per capita; but no remote 
ancestors would be heirs. 

(d) Repeals realty act for illegitimates, section 958 of said code 
of law, as amended (18-107, D. C. Code, 1951 edition); and (9 (c)) 
amends personalty act to cover both. But the present realty proviso 
that illegitimate child will not inherit from a mother incapable 
of making a will was omitted. Such child would be no less worthy 
than another; such mother should not be presumed to wish her 
child disinherited. 

(e) Repeals realty act on escheat, section 962 of said code of law, 
as amended (18-111, D. C. Code, 1951 edition); and (sec. 9 (d) of the 
bill) gives to District of Columbia both real and personal property, 
if there be no heirs within the fifth degree, counting down from the 
common ancestors to the more remote descendant. 

(f): Repeals section 1175 of said code of law (sec. 18-213, D. C. 
Code, 1951 edition), which required widow who was given only the 
one species of property to be required to renounce as to that species 
only unless the will provided that the gift made was intended to bar 
her as to both real and personal property—now covered by (5) and 
(6) above. 

(g) Repeals section 1176 of said code of law (sec. 18-214, D. C. 
Code, 1951 edition), for which the final words of (6) are substituted 
and the concept of “fair consideration” is omitted as above stated. 


Section 6 


Amends section 1172 of said code of law (sec. 18-210, D. C. Code, 
1951 edition), to extend the present presumption (that any devise or 
bequest to the widow was intended in lieu of both dower and share 
of personalty unless otherwise expressed in will) to make the same 
presumption apply to the old personalty share and to the new realty 
share and, also, to make the presumption apply to both spouses. 

The net effect is to make every surviving spouse (widow or widower), 
who is given anything under the will of the deceased spouse, renounce 
if he or she prefers to take her or his intestate share. 


Section 6 


(1) Amends section 1173 of said code of law, as amended (sec. 
18-211, D. C. Code, 1951 edition) (a) to bar either surviving spouse 
unless he or she renounces anything given him or her by the will of the 
deceased spouse; and (6) permits husband to renounce as to realty. 
(It revises renunciation form to fit new mutual situation, which treats 
widow and widower alike. It gives either spouse statutory rights in 
real and personal property by renunciation. ) 

The effect is that by renouncing either spouse surviving (widow or 
widower) can take her or his full statutory share of the real or personal 
property of the deceased spouse. 

(2) Amends provision that spouse takes—without renunciation—in 
the event will makes no devise or bequest. Under present statute this 
result is automatic, and occasionally can have adverse tax results. 
The bill has a proviso—unless this right (to take in absence of bequest) 
is waived by writing in probate court within the 6-month period. 
Result: a spouse will become able, by waiving what the statute 
otherwise gives him, to take nothing, which by hypothesis is what 
the will gives him. 
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(3) Last provision is extended to cases where the wife or husband 
has made no devise or bequest to her husband or his wife, and also to 
cases where nothing passes by such devise or bequest but with the 
language of section 1176 of said code of law (sec. 18-214, D. C. Code, 
1951 edition). 


Section 7 


Amends section 1174 of act entitled “An act to establish a code of 
law for the District of Columbia, approved March 3, 1901,” so that if 
a surviving spouse does not renounce as provided in section 1173 of 
this act he or she shall be entitled to receive the benefit of all provi- 
sions in his or her favor in the will of the deceased spouse and shall 
share in any estate of the deceased spouse undisposed of by the will 
in the same manner as personal estate is distributed in sections 373, 
374, 375, 376, and 940 of this act. These sections are sections 18-701, 
a ht 18-703, 18-704, and 19-101, District of Columbia Code, 1951 
edition. 


Section 8 


Amends section 1154 of said code of law (sec. 30-201, D. C. Code, 
1951 edition), to deprive wife of power to disinherit husband as to 
realty. See also (6) above. 

Section 9 

(a) See (2) above; amends section 386 of said code of law (sec. 
18-714, D. C. Code, 1951 edition). 

(b) See (3) above; amends section 386 (a) of said code of law (sec. 
18-715, D. C. Code, 1951 edition). 

(c) See (4) (d) above; amends section 387 of said code of law (sec. 
18-716, D. C. Code, 1951 edition). 

(d) See (4) (e) above; amends section 388 of said code of law (sec. 
18-717, D. C. Code, 1951 edition). 


CHANGES IN EXISTING LAW 


In compliance with paragraph 3 of rule XIII of the Rules of the 
House of Representatives, changes in existing law made by the bill, 
as introduced, are shown as follows (existing law proposed to be 
omitted is enclosed in black brackets, new matter is printed in italics, 
existing law in which no change is proposed is shown in roman): 


District or CotumBia Cope, 1951, Section 18-101—CovursE op 
Descents GENERALLY (31 Stat. 1342) 


[On the death of any person seized of an estate in fee simple in 
lands, tenements, or heredifaments in the District of Columbia, and 
intestate thereof, the same shall descend in fee simple to such person’s 
kindred in the following order, namely: 

[First. To his child or children and their descendants, if any, 
equally. 

[Second. If there be no child or descendant of a child, then equally 
to the father and mother of the intestate, or the whole to the sole 
surviving parent. 

(Third. If there be no father or mother, then to the brothers and 
sisters of the intestate, and their descendants equally. 
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[Fourth. If there be no brother or sister, or descendant from a 
brother or sister, then the whole shall go to the widow or widower of 
the intestate. 

[Fifth. If none such, then one moiety of the estate shall go to the 
aternal, the other to the maternal kindred of the intestate in the 
ollowing order: 

[Sixth. First to the grandfather and grandmother equally, but 

if one be dead the entire moiety to the sole surviving grandparent. 

[Seventh. If none, then to the uncles and aunts of the intestate, 
and their descendants equally. 

[Eighth. If none such, then to the great-grandfathers and great- 
grandmothers, in the same manner prescribed for grandfather and 
grandmother in subdivision 6. 

[Ninth. If none, then to the brothers and sisters of the grand- 
fathers and grandmothers, and their descendants equally. 

[Tenth. And so on in other cases, without end, passing to the 
nearest lineal ancestors and the descendants of such ancestors. 

[Eleventh. If there be no paternal kindred, the whole shall go 
to the maternal kindred; and if there be no maternal kindred, the 
whole shall go to the paternal kindred. If there be neither maternal 
nor paternal kindred, the whole shall go to the kindred of the husband 
or wife of the intestate in the like course as if such husband or wife 
had died entitled to the estate; and if the intestate has had more 
husbands or wives than one, and all have died before such intestate, 
then the estate shall be equally divided among the kindred of the 
several husbands or wives in equal degree equally.] 

On the death of any person seized of an estate in fee simple in lands, 
tenements, or hereditaments in the District of Columbia, and intestate 
thereof, the same shall descend in fee simple to such person’s kindred as 
follows: To those persons, who, according to the laws of the District of 
Columbia now or hereafter in force relating to the distribution of the 
personal property of intestates, would be the distributees to take the surplus 

| personal property of such intestate, if he or she had died a resident of the 

| District of Columbia and possessed of such surplus of personalty; and 
such kindred (including the surviving spouse as such) shall take in the 

| same proportions as are or shall be fixed by such laws relating to personal 
property, and shall take as tenants in common, 


District or CoLtumsBiA Copsz, Section 18-103—Hetrs, Orner THAN 
CHILDREN oF INTESTATE AND THEIR DesceNDANtTS, Must Bz Sucs 
AT Time oF Deatu or ANcEsTOR (31 Start. 1343) 


| [No right in the inheritance shall accrue to or vest in any person 
other than the children of the intestate and their descendants, unless 
such person is in being and capable in law to take as heir at the time of 
the intestate’s death; but any child or descendant of the intestate 
born after the death of the intestate shall have the same right of 
inheritance as if born before his death.] 


District or Cotumsta Cops, Section 18—-104—WHoLE- AND HAuLr- 
Bioop Take Equatty (31 Strat. 1343) 


[In no case shall there be any distinction between the kindred of the 
whole and the half-blood.] 
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District or CotumBiA Copr, Szerion 18-105—REPRESENTATION 
(31 Stat. 1343) 


[Whenever those entitled to share in the estate in fee simple in 
lands, tenements, or hereditaments in the District of Columbia, of an 
intestate, are all in the same degree of kindred to the intestate, they 
shall take per capita or by persons; and, where a part of them are dead 
and a part living, the issue of those dead shall take per stirpes or by 
stocks the shares of their deceased parents. ] 


District or Co.iumsiA Copg, Section 18-107—ILUEGITIMATE 
CHILDREN (31 Stat. 1344) 


[The illegitimate child or children of any female and the issue of 
such illegitimate child or children shall be capable in law of taking 
real estate by inheritance from their mother, or from each other, or 
from the descendants of each other, as the case may be: Provided, 
That such illegitimate child or children, or the issue of such illegitimate 
child or children, shall not take by descent any interest in the real 
estate of the mother when such mother is mentally incapacitated from 
making a will, and shall remain so mentally incapacitated until her 
death; and where such illegitimate child or children shall die leaving 
no descendants or brothers or sisters, or the descendants of such 
brothers or sisters, then and in that case the mother of such illegitimate 
child or children, if living, shall be entitled as heir to the real estate of 
such illegitimate child or children, and if the mother be dead, the heirs 
of the mother shall take in like manner as if such illegitimate child or 
children had been born in lawful wedlock.] 


District oF CotumBiA Copr, Section 18-111—Wuen Lanps 
Escueat (31 Stat. 1344) 


[Any lands in the District of Columbia of which any person shall 
die seized in fee simple intestate, without any heir capable of inheriting, 
shall escheat to the United States.] 


District or Cotumstia Cops, Section 18-213—Devise or E1TrHer 
REALTY OR PeRSONALTY AS Bar (31 Stat. 1377) 


[If the will devise only a part of the real estate or bequeath only a 
part of the personal estate, the devise or bequest shall bar her of only 
the real or personal estate, as the case may require: Provided, never- 
theless, That if the devise of either real or personal estate, or of both, 
shall be expressly in lieu of her legal share of one or both she shall 
accordingly be barred, unless she renounce as aforesaid.] 


District or Cotumpia Copz, Section 18-214—Nor Barrep WHEN 
Noruine Passep By THE Devise (31 Strat. 1377) 


[If, in effect, nothing shall pass by such devise she shall not be 
thereby barred, whether she shall or shall not renounce as aforesaid, 
it being the intent hereof that a widow accepting or abiding by a 
devise in lieu of her legal right shall be considered a purchaser with 
a fair consideration. ] 


: 
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District oF Cotumpra Cong, Section 18-215—EstTaTe sy THE 
Curresy (31 Srart. 1375) 


[On the death of any married woman owning real estate in fee 
simple and intestate thereof, if there has been a child born of the 
marriage capable of inheriting said property, the husband surviving 
her shall be entitled to an estate by the curtsey therein, whether 


the wife’s estate be legal or equitable and whether the wife’s seizin 
be in deed or in law only.] 


District oF Cotumsi1a Cops, Section 18-210—[Devise 1n Liev 
or Dower] (31 Star. 1376) 


[Every devise of land or of any estate therein, or bequest of per- 
sonal estate to the wife of the testator, shall be construed to be in- 
tended in bar of her dower in lands or share of the personal estate, 
respectively, unless it be otherwise expressed in the will.] 


§ 1172. DEVISE OR BEQUEST TO SPOUSE. 


Subject to the provisions of section 1174 of this Act, every devise of real 
estate or any interest therein, and every bequest of personal estate or any 
interest therein, to the surviving spouse shall be construed to be intended 
in bar of his or her share in decedent’s estate (including dower rights, if 
any) unless it be otherwise expressed in the will. 


District or Cotumsia Cops, Section 18-211—[RenuncIATION OF 
Devises AND Bequests—Form—Limiration—Interest To Br 


TakeN BY Wipow or Wipower Upon Sucna Renunciation] 
(31 Srat. 1376) 


[A widow shall be barred of her right of dower in the land and 
share in the personal estate by any such devise or bequest unless 
within six months after administration may be granted on her hus- 
band’s estate she shall file in the probate court a written renunciation 
to the following effect: “I, A. B., widow of , late of — . 
deceased, do hereby renounce and quit all claim to any devise or 
bequest made to me by the last will of my husband exhibited and 
proved according to law; and I elect to take in lieu thereof my dower 
and legal share of the estate of my said husband.” If, during said 
period of six months, a suit should be instituted to construe the will 
of her husband, the period of six months for the filing of such renun- 
ciation shall commence to run from the date when such suit shall be 
finally determined, by appeal or otherwise. 

[By renouncing “oy claiea to any and all devises and bequests, made 
to her by the will of her husband, she shall be entitled, in addition to 
her dower, to the distributive share of his personal property, which 
she would have taken had he died intestate, and, except in cases of 
valid antenuptial or postnuptial agreements, this provision for the 
wife shall apply with the effect (without formal renunciation) to 
cases where the husband has made no devise or bequest to his wife. 

[By renouncing, within the period above prescribed, all claim to 
any and all devises or bequests, made to him by the will of his wife, 
the husband shall be entitled to the distributive share in her personal 
property which he would have taken had she died intestate, and, 
except in cases of valid antenuptial or postnuptial agreements, this 
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provision for the husband shall apply with like effect (without formal 
renunciation) to cases where the wife has made no devise or bequest 
to her husband. ] 

§ 1173. RENUNCIATION OF DEVISES AND BEQUESTS TO SPOUSE. 

Subject to the provisions of section 1174 of this Act, a widow or widower 
shall be barred of any rights or interest she or he may have in real or 
personal estate by any such devise or bequest unless within six months 
after administration may be granted on the deceased spouse’s estate she 
so may file in the probate court a written renunciation to the following 
effect: 

“T, A. B., widow or widower of .----- late of ------ , deceased, do 
hereby renounce and quit all claim to any devise or bequest made to me by 
the last will of my husband or wife exhibited and proved according to law; 
and I elect to take in lieu thereof my legal share of the real and personal 
estate of my said spouse.”’ 

If, during said period of siz months, a suit should be instituted to 
construe the will of the husband or wife, the period of six months for the 
filing of such renunciation shall commence to run from the date when such 
suit shall be finally determined, by appeal or otherwise. 

By renouncing all claim to any and all devises and bequests, made to 
her or him by the will of her husband or his wife, the surviving spouse 
shall be entitled to such share or interest in the real and personal estate 
which she or he would have taken had the deceased spouse died intestate. 
Except in cases of valid antenuptial or postnuptial agreements, and 
except in cases when it is expressly waived in a writing filed with the 
probate court within said six months period, this provision for the sur- 
vowing spouse shall apply with like effect (without formal renunciation) 
to cases where the wife or husband has made no devise or bequest to her 
husband or his wife, and also to cases where nothing passes by such 
devise or bequest. 


Districr or CoLtumpBia Copr, Srcrion 18-212—Dervise or Boru 
REALTY AND PrERSONALTY AS Bar (318 Star. 1377) 


[If the will of the husband devise and bequeath a part of both real 
and personal estate to the wife, she shall renounce the whole or be 
otherwise barred of her right to both real and personal estate.] 

Sec. 1174. If the surviving spouse does not renounce as provided 
in section 1173 of this Act, she or he shall be entitled to receive the bénefit 
of all provisions in her or his favor in the will of the deceased spouse, 
and shall share, in accordance with sections 373, 374, 375, 376, and 940 
of this Act, in any estate of the deceased spouse undisposed of by the 
will, 


District or Cotumspta Cop, Section 30-201—Marrirp Women— 
Power To Dispose or SEPARATE Property [UNperR 21 Years or 
AGE] (31 Srart. 1374) 


Married women shall hold all their property[,] of every description, 
for their separate use as fully as if they were unmarried, and shall have 
power to dispose of the same by deed, mortgage, lease, will, gift, or 
otherwise, as fully as [if they were unmarried]: Provided, 'That no 
disposition of her real or personal property, or any portion thereof, by 
deed, mortgage, bill of sale, or other conveyance, shall be valid if made 


~~ —- oo." —_ ——_ 
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by a married woman under twenty-one years of age.] husbands have 
the power to dispose of their property, and no more; except that no dis- 
position of her real or personal property, or any portion thereof, by deed, 
mortgage, bill of sale, or other conveyance, shall be valid if made by a 
married woman under twenty-one years of age. 


District oF Cotumpia Cope, Secrion 18-714—SuHare or Post- 
HUMOUS CHILDREN (31 Start. 1250) 


[Posthumous children of intestates shall take in the same manner 
as if they had been born before the decease of the intestate, but 
no other posthumous relation shall be considered as entitled to 
distribution in his or her own right.J 

Sec. 386. No right in the inheritance to real or personal property 
shall accrue to or vest in any person other than the children of the intestate 
and their descendants, unless such person is in being and capable in law 
to take as heir or distributee at the time of the intestate’s death; but any 
child or descendant of the intestate born after the death of the intestate shall 
have the same right of inheritance as if born before his death. 


District or CotumpiA Cops, Section 18-715—No Distincrion 
3ETWEEN WHOLE AND Hatr-Bioop (32 Strat. 530) 


{In the distribution of personal estate there shall be no distinction 
between the whole and half-blood.J 

Sec. 886a. In no case shall there be any distinction between the 
kindred of the whole and the half-blood. 


District or CotumpBiA Cops, Section 18-716—SuHaAre or ILLEGiTI- 
MATE CHILDREN—THEIR Issus—Moruer (31 Start. 1250) 


[The illegitimate child or children of any female and the issue of 
any such illegitimate child or children shall be capable to take from 
their mother, or from each other, or from the descendants of each 
other, in like manner as if born in lawful wedlock. When an illeciti- 
mate child or children shall die leaving no descendants, or brothers 
or sisters, or the descendants of such brothers or sisters, then and in 
that case the mother of such illegitimate child or children, if living, 
shall be entitled as next of kin, and if the mother be dead the next of 
kin of the mother shall take in like manner as if such illegitimate 
child or children had been born in lawful wedlock.] 

Szc. 387. The illegitimate child or children of any female and the 
issue of any such illegitimate child or children shall be capable to take 
real and personal estate by inheritance from their mother, or from each 
other, or from the descendants of each other, as the case may be, in like 
manner as if born in lawful wedlock. 

When such illegitimate child or children shall die leaving no descend- 
ants, or brothers or sisters, or the descendants of such brothers or sisters, 
then and in that case the mother of such illegitimate child or children 
shall be entitled to the real and personal estate of such illegitimate child 
or children, and if the mother be dead, the heirs or distributees of tie 
mother shall take in ike manner as if such illegitimate child or children 
had been born in lawful wedlock. 


23009°—58 H. Rept., 85-1, vol. 1——96 
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District or CotumsBia Cops, Section 18-717—EscHEATMENT 
(31 Strat. 1251) 


[If there be no widow or relations of the intestate within the fifth 
degree, which shall be reckoned by counting down from the common 
ancestor to the more remote, the whole surplus shall belong to the 
District of Columbia, to be disbursed by the commissioners of the 
District for the benefit of the poor.] 

Sec. 388. If there be no widow or widower or relations of the intestate 
within the fifth degree, which shall be reckoned by counting down from 
the common ancestor to the more remote, the surplus of real and personal 
property shall escheat to the District of ‘Columbia to be used by the Com- 
missioners of the District of Columbia for the benefit of the poor. 


O 
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PROVIDING THAT MEMBERS OF THE BOARD OF EDUCA- 
TION OF THE DISTRICT OF COLUMBIA MAY BE RE- 
MOVED FOR CAUSE 


Aprit 5, 1957.—Referred to the House Calendar and ordered to be printed 


Mr. McMitan, from the Committee on the District of Columbia, 
submitted the following 


REPORT 


[To accompany H. R. 192] 


The Committee on the District of Columbia to whom was referred 
the bill (H. R. 192) to provide that members of the Board of Education 
of the District of Columbia may be removed for cause, having con- 
sidered the same, report favorably thereon without amendment and 
recommend that the bill H. R. 192 do pass. 

The purpose of this legislation is to provide the judges of the 
United States District Court for the District of Columbia with power 
to remove any member of the Board of Education at any time for 
adequate cause affecting his character and efficiency as a member. 

Under existing law the judges of the United States District Court 
for the District of Columbia have the powers of appointment of the 
members of the Board of Education with all of the responsibilities 
attached thereto and it is felt that since the responsibility of appoint- 
ment rests with the members of the court the power of removal 
should also be vested in the same body. 


CHANGES IN EXISTING LAW 


In compliance with paragraph 3 of rule XIII of the Rules of the 
House of Representatives, changes in existing law made by the bill, 
as introduced, are shown as follows (existing law proposed to be omit- 
ted is enclosed in black brackets, new matter is printed in italics, exist- 
ing law in which no change is proposed is shown in roman): 


(31-101 D. C. Code, 34 Stat. 316, sec. 2) 


_ That the control of the public schools of the District of Columbia 
is hereby vested in a Board of Education to consist of nine members 
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2 MEMBERS OF D,. C. BOARD OF EDUCATION REMOVED 


all of whom shall have been for five years immediately preceding 
their appointment bona fide residents of the District of Columbia 
and three of whom shall be women. The members of the Board of 
Education shall be appointed by the District court judges of the 
District of Columbia for terms of three years each, and members 
shall be eligible for reappointment. The judges of the United States 
District Court for the District of Columbia shall have power to remove 
any member of the Board of Education at any time for adequate cause 
affecting his character and efficiency as a member. The members shall 
serve without compensation. Vacancies for unexpired terms, caused 
by death, resignation, or otherwise, shall be filled by the judges of 
the District Court of the United States for the District of Columbia. 
The board shall appoint a secretary, who shall not be a member of 
the board, and they shall hold stated meetings at least once a month 
during the school year and such additional meetings as they may 
from time to time provide for. All meetings whatsoever of the board 
shall be open to the public, except committee meetings dealing with 
the appointment of teachers. The members of the Board of Educa- 
tion of the District of Columbia shall not be personally liable in 
damages for any official action of the said board performed in good 
faith in which the said members participate, nor shall any member 
of said board be liable for any costs that may be taxed against them 
or the board on account of any such official action by them as members 
of the said board; but such costs shall be charged to the District of 
Columbia and paid as other costs are paid in suits brought against 
the municipality; nor shall the said board or any of its members be 
required to give any supersedeas bond or security for costs or damages 
on any appeal whatever. 
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PROVIDING FULL AND FAIR DISCLOSURE OF THE CHAR- 
ACTER OF CHARITABLE, BENEVOLENT, PATRIOTIC, OR 
OTHER SOLICITATIONS IN THE DISTRICT OF COLUMBIA 


Apri 5, 1957.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. McMittan, from the Committee on the District of Columbia, 
submitted the following 


REPORT 


[To accompany H. R. 3400] 


The Committee on the District of Columbia, to whom was referred 
the bill (H. R. 3400) to provide full and fair disclosure of the character 
of charitable, benevolent, patriotic, or other solicitations in the Dis- 
trict of Columbia, and for other purposes, having considered the same, 
report favorably thereon without amendment and recommend that 
the bill, H. R. 3400, do pass. 

The purpose of this legislation is explained in a letter to the Speaker 
of the House of Representatives from the President of the Board of 
Commissioners of the District of Columbia, a part of which is here- 
with made a part of this report. 

The Commissioners have the honor to submit herewith a draft of 
a bill to provide full and fair disclosure of the character of charitable, 
benevolent, patriotic, or other solicitations in the District of Colum- 
bia, and for other purposes. 

The draft bill is the outgrowth of careful study and consideration 
given to the subject by a number of District citizens representing 
many of the charitable, civic, professional, and business organiza- 
tions of the District. This committee, headed by Mr. David F. 
Linowes, submitted a draft bill to the Commissioners who submitted 
it to the Citizens’ Advisory Council. The council has, like the 
Linowes committee, urged that this legislation be enacted for the 
District of Columbia. The Commissioners recommended the intro- 
duction and passage of the bill. 

The need for this legislation stems from the fact that in the District; 
as in most large cities, numerous persons and organizations make 
solicitations, some of which are by unscrupulous persons more inter- 
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ested in enriching themselves than in providing charitable aid. In 
many cases the persons solicited have no way of obtaining, or find it 
difficult to obtain, accurate informatien as to the purposes of the 
solicitation, amounts to be raised, expenses of raising funds, amounts 
paid for fees, wages or commissions and to whom such fees, wages, 
and commissions are to be paid. 

The bill approaches the problem on the theory that any organization 
which desires to solicit for a charitable purpose should be permitted 
to do so if it makes available all pertinent information to the public 
which it solicits. This would be done by requiring registration with 
the Commissioners of all soliciting organizations and the furnishing 
to the Commissioners of all necessary information. 

The bill exempts from the prohibition of soliciting without registra- 
tion those persons and organizations soliciting solely for religious 
purposes or soliciting exclusively among the membership of the 
soliciting agency. 

The bill requires that any organization, association, or other entity 
desiring to solicit contributions in the District for charitable purposes 
shall apply to the Commissioners for a certificate of registration. 
The application must contain such information as the Commissioners 
shall by regulation require. The bill defines “charitable” as ‘“phil- 
anthropic, social service, patriotic, welfare, benevolent, or educational 
(except religious education), either actual or purported.” It is con- 
templated that the regulations would require the application to spell 
out such matters as the identities of the soliciting agency and its 
officers and managers; the purpose for which the solicitation is to be 
conducted; the amounts to be raised; the period of time during which 
the solicitation is to be conducted and the means to be used in raising 
the funds; the estimated costs of the solicitation; amounts to be paid 
for wages, fees, and commissions; and the identity of persons to 
receive such amounts; and such other information as will enable the 
public to become fully informed as to the purposes of the solicitation 
and the disposition to be made of the receipts. 

Any organization which furnishes all required information and pays 
the required fee would be entitled to a certificate of registration. Such 
certificate would authorize the organization to solicit for the period of 
time set forth in the certificate. 

Any individual soliciting on behalf of a registered organization 
would, under regulations which the Commissioners are authorized to 
promulgate, be required to obtain a solicitor’s information card. 
Such a card would contain such information and be produced and 
authenticated in such manner as might be prescribed by regulation. 
Under such a regulation provision could be made whereby facsimiles 
of approved cards would be furnished by the registered soliciting 
organization and thus obviate the necessity for the agency adminis- 
tering the act to issue individual cards to each individual solicitor. 
It is understood that many organizations are presently furnishing 
identification cards to individuals who solicit for them. 

Individuals soliciting by printed matter or publication of any kind, 
or by means of radio, television, telephone, or telegraph, would be 
required to include in such publicity the data and information which is 
required to be set forth on the solicitor’s information card. 

Yo individual could solicit any contribution unless he exhibits his 
solicitor’s information card and reads it to the person solicited or 
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presents it to him for his perusal and allows sufficient opportunity for 
reading it, before accepting any contribution. 

Any person soliciting by telephone would be required, before 
accepting any contribution from any person, to present to such 
person his solicitor’s information card or a true copy thereof. 

The bill prohibits any person from conducting, for pecuniary 
compensation, any solicitation by telephone for or on behalf of any 
actual or purported charitable purpose or institution. 

Each organization and other entity holding a certificate of registra- 
tion would be required, within 30 days after its solicitation period 
has ended, or within 30 days after demand made by the Commis- 
sioners, to file a report with the Commissioners stating what contribu- 
tions have been secured and what expenses have been incurred in 
connection with the solicitation and what disposition has been or 
will be made of the contributions. 

The bill authorizes the Commissioners to fix and collect fees for 
certificates of registration and other services rendered pursuant to the 
act. Such fees would be fixed in such amounts as, in the judgment of 
the Commissioners, approximate the cost to the District of Columbia 
of administering the act, but no fees would be fixed until after public 
hearing. 

No regulations could be promulgated under the act until after a 
public hearing. 

Section 12 of the bill prescribes a fine not exceeding $500, or im- 
prisonment of not more than 60 days, or both, for violations of the act 
or regulations made thereunder, or for the filing or causing to be filed 
with the Commissioners of any application or report containing a 
false or fraudulent statement. 
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FOREWORD 


Hovsr or REPRESENTATIVES, 
CoMMITTEE ON FoREIGN AFFAIRS, 
Washington, D.C., April 5, 1957. 
This report has been submitted to the Committee on Foreign Affairs 
by a special study mission which undertook during September, Octo- 
ber, November and into December of 1955 a survey of 24 countries 


of Africa, south and east of the Sahara Desert. 

The findings in this report are those of the special study mission 
and do not necessarily reflect the views of the membership of the 
full Committee on Foreign Affairs. The report is filed in the hope 
that it will prove useful to the House in its consideration of legislation. 

Tuomas S. Gorvon, Chairman. 
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LETTER OF SUBMITTAL 


Hovsrt or REPRESENTATIVES, 
CoMMITTEE ON ForEIGN AFFAIRS, 


Washington, D. C., July 27, 1956. 
Hon. James P. RicwHarps, 


Chairman, Committee on Foreign Affairs, 
House of Representatives, Washington, D. C. 

Dear Mr. Cuarroan: I beg to submit herewith for the consideration 
of the Committee on Foreign Affairs the report of the special surve 
mission made, during September into December 1955, of Africa, sout. 
and east of the Sahara Cienedi, The findings are the result of studies 
made by myself and the men accompanying me. They were: Dr. 
Corrin H. Hodgson of the Mayo Clinic, William H. Dunbar, Defense 
Transportation, and Capt. Kenneth M. Elk, Army Signal Corps. 

I want also to acknowledge the excellent services rendered by 
Hermann Ficker, specialist in African Affairs, Legislative Reference 
Service of the Library of Congress, who was assigned to assist me in 
the compilation of this report. 

For your information, there are color motion pictures, many slides, 
still photographs and some sound recordings available should the 
committee care to make use of them. 

Respectfully submitted, 

Frances P. Botton (Ohio), 
Ranking Minority Member, 
Subcommittee on the Near East and Africa. 


Vv 





A WORD OF THANKS 


My very sincere thanks go to the many Ford dealers and to represent- 
atives of other American industries such as the oil companies, Amer- 
ican Metal, etc. for their generosity in the matter of transportation, 
and on occasions even putting us up. 


Inasmuch as travelers all too often take for granted the assistance 
given by our representatives overseas, I want to take this opportunity 
of expressing my very great appreciation of the courtesies and help 
given me and my companions at our posts by the Foreign Service 
officers, the staffs, by ICA, USIS and people everywhere we went. 
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RECOMMENDATIONS 


UNITED STATES POLICY TOWARD AFRICA 


The United States policy toward Africa is differentiated in degree 
and direction according to the individual country with which she 
deals. Our purpose is to maintain friendly relations with the many 
countries of Africa, to be as helpful to them as possible, and to build 
understanding of America in a continent only beginning to come into 
the modern world. Of necessity the application must vary greatly 
because of the wide differences of government in the many countries 
involved. 

As the governmental entities of Africa are so diverse, I have con- 
sidered them under the following categories. North Africa is not 
included as this report deals only with the countries visited by the 
mission. 

Sovereign nations: 
Egypt 
Ethiopia 
Liberia 
Libya 


Morocco 
South Africa 
Sudan 
Tunisia 


Nations anticipating self-government in the near future: 


Algeria 
Central Federation 
Gold Coast 


Nigeria 
Somalia 
Uganda 


Nations whose independence is not likely in the foreseeable future: 


Angola 

Belgian Congo 

British Somaliland 
French Equatorial Africa 
French Somaliland 
French West Africa 


United Nations trusteeships: 
The Cameroons 
Ruanda Urundi 
Southwest Africa 

(problematical status) 


Gambia 

Kenya 

Mozambique 

Portuguese Guinea 

Rio de Oro or Spanish Sahara 
Rio Muni 

Sierra Leone 


Tanganyika 
Togolands 


Countries whose future is in dispute: 


Basutoland 
Bechuanaland 


Swaziland 


Our policy toward each of these territorial entities should be 


governed by its current status. 


Accordingly I would suggest that 


our foreign policy be adapted to these entities as follows: 
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RECOMMENDATIONS 


1. Sovereign nations.—Treaties of amity and commerce would be 


valuable. Wherever possible, offers of assistance could be concluded 
on a bilateral basis in the fields of— 


(a) Health and medical research. 

(6) Education. 

(c) Agriculture, fisheries, and veterinary sciences. 

(d) Emergency preparedness. 

(e) Economic development and technical training programs. 

(f) Conservation 

(g) Atoms for peace 

2. Nations anticipating self-government in the near future—As they 
are still under foreign control, we can do no more than assure them 
that similar services will be available to them if and when they are 
desired. 

3. Nations whose independence is not likely in the foreseeable future. — 
We can make it clear that we stand ready to do whatever the metro- 
politan powers invite us to do, in addition to the developmental 
programs already initiated in their respective areas. 

4. U. N. trusteeships—In our policy we must recognize the fact 
that trusteeship areas differ widely from all other groups and amongst 
themselves. 

(a) Tanganyika and Ruanda Urundi: They are politically mature, 
having developed the beginnings of indigenous leadership under U. N. 
tutelage. The U. N. is also fostering economic programs which will 
lead to their eventual economic emancipation. 

(b) Togolands and Cameroons: These two trusteeship areas are 
so fragmented that it is probable that they will never exist as entities, 
but may be given opportunity by the U. N. to choose to join their 
current administration’s authorities or remain under U. N. guardian- 
ship. 

(c) Southwest Africa: The only just method of determination 
would be a referendum under the aegis of the U, N. as to the wishes 
of the inhabitants. 

5. Countries whose future is in dispute—We should assist them to 
acquire and maintain political independence, while recognizing that 
their economic future is allied with the Union of South Africa. 

It can be readily seen that no one specific policy can be applied to 
all of the vast continent of Africa. However, the feeling we Ameri- 
cans have for the rights of all men to choose their own government 
and their way of life makes us extremely sympathetic to the aspira- 
tions of seule to whom these inalienable rights are somehow denied. 




























































































































DEPARTMENT OF STATE AND FOREIGN SERVICE 


With the increasing importance of Africa, it would seem exceed- 
ingly important that we feature it in our State Department organiza- 
tion by originating a Division for Africa, headed by an Assistant 
Secretary of State for African Affairs, 

It would seem that there would be wisdom in the organization of an 
African Division down the line; we are only just beginning in Africa 
and need to establish a service that is truly consecrated to its work. 
For this purpose we need: 

1. An adequate, trained personnel, whose qualifications include— 

(a) Desire to serve. 

(b) Language requirements, 

(c) Special dae of each area, native culture and history, 
philosophy, and so forth. 

2. Good installations, offices, and housing: 

(a) Simple, generally American in style but adequate (no 
prefabs). 

(6) Some kind of recreational facilities. 

(c) Far more adequate method of purchase and rental of per- 
sonnel housing. 

3. Remuneration: 

(a) Recognition of need for both living index and representa- 
tion allowances adequate to the job. 

(b) Travel allowances equal to the need. Distances are great. 
Our people should be able to go all over their areas on Government 
money, not on their own. 
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INTENT OF GOOD WILL 


If we are to play a real part in Africa’s rebirth—and if we do not, 
others will—we should do three things: 

1. Make it clear to the metropolitan countries that we have no 
desire to interfere with their methods of bringing more health and 
education to their people while at the same time encouraging the utili- 
zation of more American personnel in Africa, more economic inter- 
change, and a greater exchange of persons. 

2. Make it clear to the African that we know from experience 
his intense desire for freedom, and sympathize with him. But be- 
cause we had to win our independence and have since learned many 
of the difficulties of setting up and maintaining high standards of 
living and justice for all we should do no more than give them all the 
help we can without hurrying them into a freedom they would not be 
able to sustain. 

3. Above all else we must prove to all races in Africa that we care 
deeply for them and their well-being and that that is the mainsprin 
of our desire. That we believe that the exchange of their raw materia. 
and our know-how will benefit them at least as much if not more, than 
it will benefit us. 
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INFORMATION SERVICES 


es the enormous success attendant upon the use of films, 
radio, and libraries by our Information Service in some sectors of 


Africa, a much more extended coverage seems indicated for all areas. 
In fact every governmental entity in Africa should have adequate 
United States information facilities available. The reciprocal advan- 
tage of this type of service will be found in a sympathetic understand- 
ing of the United States by these foreign peoples where visual mate- 


rials are well used. 
xvir 


90584—57 





EDUCATIONAL EXCHANGE PROGRAMS 


Educational exchange should be stepped up and our educational 
institutions in the United States should make their facilities available 
in much larger measure to students from all over Africa. Our insti- 
tutions of higher learning in the United States should be encouraged 
to make a concerted effort to assist as large a number of diversified 
African students as possible to study in our colleges and universities. 
Scholarships should be made available for specific areas of Africa. 

We must hope that more teachers on all levels of education including 


medicine and engineering, as well as research, will be requested from 
us as part of these exchange programs. 

Leadership grants could well be stepped up. At the same time we 
should emphasize the necessity of choosing wisely young people of 
promise and vision, then seeing to it that we give them what they 
came for. 
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INFORMATION ON AFRICA 


The greatest immediate lack, both in Government and in the coun- 
try at large, is information about Africa. At present what there is, 
is so scattered that it is more than difficult to obtain. 

It would seem advisable that somewhere—perhaps within the De- 
epson of State or in some privately managed organization—there 
ye a central clearing office. A central clearing office could provide 
authoritative material to business, to educational facilities, and to 
informational media. On a reciprocal basis all African entities could 
request data regarding the American scene from a source not only 
official but reputable. Congressional support for such a request 
should facilitate our legislative procedures when information is needed 
concerning specific countries. 
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SPECIAL STUDY MISSION TO AFRICA, SOUTH AND EAST OF 
THE SAHARA 


PURPOSES 


In view of the rapidly growing interest in and consciousness of the 
continent of Africa it seemed important that the House Committee on 
Foreign Affairs should turn its attention toward that vast continent. 
With 4 months of free time before the session of the Congress in 1956 
this appeared to be the moment when the Subcommittee on Africa 
and the Near East might well go out to have a look at that part of the 
world. Unfortunately I was the only committee member able to be 
away for so long a period. 

After securing authorization from my distinguished chairman, Hon. 
James P. Richards of South Carolina, it was through his good offices 
that I secured a photographer from the Signal Corps who had had 
experience in Africa; also, a Defense Transportation officer who had 
lived there for some years working in a shipping company, and had 
served in Africa with the Army during the war. Through the Medi- 
cal Division of the Foreign Service, I learned of a physician who had 
had 5 years in Peru, but now was an internist at the Mayo Clinic. 
Again I was fortunate in securing his release for 3 months. So our 
little company of four was amazingly well equipped to bring back 
thoughtfully considered observations and impressions. 

In spite of our being on an official trip, we were fortunate in being 
able to go about very simply and without much official fanfare. This 
was important as I wanted to meet as many people in as many areas 
of living as possible. 

Except for the friendly understanding and gracious help of the many 
in top Government positions, and the countless number of just ordi- 
nary everyday people who gave so generously of their time and their 
ideas, I could not have experienced so much in so short a time. To 
them all I feel a deep debt of gratitude and wish it were possible for 
me to express adequately my thanks and appreciation. 

Our all too short 3 months south and east of the Sahara was by way 
of being a marvelous adventure and I was happy to be able to cover 
costs out of my own, rather than the taxpayer’s, pocket. 

Through the use of commercial aircraft, trains, river boats, coast- 
wise freighters, cars and jeeps, we went to 24 countries and territories, 
stopping to see such United States consulates, embassies and liaison 
officers as we had south and east of the Sahara; talking with such heads 
of nations as President Tubman of Liberia, Sir Charles Arden Clarke 
and Prime Minister Nkrumah in Gold Coast, Prime Minister Strijdom 
in South Africa, the Emperor Haile Selassie and several of his ministers, 
American mission personnel in various areas—and oh, so many who 
were just people—men and women of Africa facing an unknown future. 
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Beginning in Dakar on September 3, 1955, we traveled 20,000 
miles in 99 days and made all too brief stays in 24 countries. 

The purposes of the trip were: 

1. To get a general impression of Africa, south and east of the 
Sahara Desert; the terrain, the climate, the health, the education, and 
the political situations. 

2. To talk with those in authority as well as with the rank and file. 

8. To bring back as much information as possible which might be 
of benefit to this committee, to the Congress as a whole, and to the 
Government and the people of the United States. 

4. To visit all embassies, consulates general, consulates, and liaison 
posts in the area. 

We kept before us at all times the purposes of the survey. 

In presenting this report I must emphasize the fact that the obser- 
vations and findings must be considered as of the time the mission 
was out there. Changes are occurring so rapidly in all parts of Africa 
that conditions as of this writing may be very different from what 
we saw and experienced. 
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FROM PARIS 


FRENCH WEST 


Dakar 
Monrovia 
Abidjan 
Accra 
Kibi 
Kumasi 
Lagos 
(via Accra) 

Kano 
. Enugu 
. Akokwa 
. Tiko 

(via Enugu) 
. Douala 
. Yaounde 
. Port Gentil 
(via Douala) 
. Brazzaville 
. Leopoldville 
. Luanda 
. Astrida 
(via Leopoldville) 
. Shyogwe 
. Kigali 
. Ruhengeri 
. Kisenyi 
. Rwindi 
. Bukavu 
(via Kisenyl) 
. Usumbura 
. Albertville 
. Elisabethville 
. Roan Antelope 


STUDY MISSION TO AFRICA 


September Ist to December 10th, 1955 


. Ndola 

. Lusaka 

. Livingston 

. Victoria Falls 
. Pretoria 

. Johannesburg 
. Cape Town 

. Port Elizabeth 
. East London 

. Durban 

. Lourenco Marques 
. Beira 

. Salisbury 

. Blantyre 

. Dar es Salaam 


. Zanzibar 

. Tanga 

. Moshi 

. Arusha 

. Nairobi 

. Kisumu 

. Entebbe 

. Jinja 

. Kampala 

. Addis Ababa 


(via Nairobi) 


. Asmara 
. Khartoum 


(via Wadi Halfa) 


. Cairo 





AN INTRODUCTION TO AFRICA 


THE LAND OF CHANGE 


The most significant single fact about Africa is that this huge con- 
tinent is in process of undergoing profound changes. These changes 
are evident even to an unpracticed eye, for the old and the new are 
side by side. The transition is an evolvin process and seems to be 
an amalgamation of features from the indigenous civilizations and 
those of the superimposed white cultures, adopted, as it were, to meet 
the needs of an Africa striving to be part of a modern world. It 
should be noted, however, that the emergent African seems to be 
adapting himself to a new world of machines, commerce, sanitation, 
and other conveniences of our modern civilization so readily that the 
European has had to reorient his thinking on the capabilities of the 
African. In all sections of Africa the previously docile but marvel- 
ously adaptable servant of yesteryear is showing his master that he 
has mastered the arts of an alien civilization and is now ready to 
apply the lessons to change his own mode of life. And this mode of 
life includes not only the physical reshaping of his tribal and private 
life but also a reshaping of the type of rule for his future life. 


This future world includes political freedom for himself and co- 
existence for his previous master if that master can adapt his think- 
ing to the new concept of partnership. Otherwise the days of the 
white man are numbered. 

If the African can adapt the new economic life to his own use, then 
surely he will succeed as well in adapting his political outlook. 


MODERN-DAY CONCEPTS OF AFRICA 

Vastness 

Our American conceptions of distance are dwarfed by the sheer 
immensity of Africa, It occupies one-fourth of the world’s surface 
and measures 5,000 miles from north to south and 4,600 miles from 
east to west. This country of ours would fit into Africa more than 
three times. 
Climate 


It contains the Sahara Desert, the driest area on earth, as well as 
the wettest area in the British Cameroons where at Debundscha the 
rainfall is recorded at 400 inches a year. Her steaming jungles, dour 
mountains, and great river systems are beyond comprehension. 
Population 

Africa has some 200 million people who speak more than 700 dialects. 
Widely divergent peoples and cultures concentrate in certain river 
basins and coastal areas, notably on the West Coast, on the periphery 
of the Congo Basin, and on the highlands of Rhodesia, South and 
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East Africa. Comparatively little is known of the backgrounds of 
many of the, as yet, primitive people who form the great majority 
of the population of the lands south of the Sahara. Recent archaeo- 
logical findings, however, indicate that these backgrounds go far into 
the past and suggest every possibility of highly developed early 
civilizations. One thing however, is clear: these many people have 
different origins, different languages, different traditions, all of which 
should be understood by those who want to deal intelligently with 
Africa. Nor may one forget that there is a minority population made 
up of whites and Indians that cannot be overlooked for it is the possible 
clash of races that could bring about great tragedies, 
Religions 

Religions also are many and varied. Islam is moving steadily into 
many of the countries of central and southeastern Africa. Christianity 
has had its missionaries there for many years. The untouched native 
Africans are largely animists or pagans. But one must not ignore the 
fact that they are believers, not atheists, though their gods are different 
from our own concept of deity. 
Raw materials 


Africa has but recently begun to develop her seemingly limitless 
resources. Already she supplies some rubber to the world in addition 
to 70 percent of its palm oil, 68 percent of its cocoa, great quantities of 
citrus fruits, coffee, sugar, and cotton. It produces 22 percent of 
the world’s smelter copper, half of its gold, almost all its diamonds, 
substantial qualities of manganese and chrome, and most of the highly 


strategic uranium and radium. The richness of Africa’s mineral 
wealth is startling. 


Needs 


Education is perhaps Africa’s greatest need. Disease is perhaps 
her greatest enemy. Many of her rivers are filled with the snails 
that play host to a parasite which causes bilharzia. Their borders 
harbor yellow fever and malaria mosquitos and the dread tsetse fly 
that attacks both animals and humans with sleeping sickness. Black- 
water fever and trachoma are responsible for much blindness. And 
there is dysentery, tropical yaws, leprosy, and tuberculosis and a host 
of other ills. 

Everywhere there is malnutrition largely due to lack of protein in 
their food. Such institutions as the Pasteur Institute in Dakar, the 
many research institutions all along the way such as the Rockefeller 
Institute of Virus Research in Entebbe in Uganda and our own 
wonderful Naval Medical Research Unit (NAMRU) in Cairo, are 
working literally day and night. 

Mission hospitals, Government hospitals and clinics with utterly 
consecrated personne! are fighting Africa’s battle against disease 
grateful for such help as the United Nations Children’s Fund 
(UNICEF) and the World Health Organization (WHO) can give. 
The Food and Agriculture Organization (FAO) and the United 
Nations Education, Scientific and Cultural Organization (UNESCO) 
are also rendering valiant service. In all their dependent overseas 
territories the metropolitan powers also have extensive developmental 
and welfare programs. 
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THE CONTINENT AS SUCH 


Inhospitable land 


Geologically Africa is one of the oldest of continents. Its coastline, 
worn smooth by the pounding seas, has few natural harbors. Most 
of Africa can be visualized as a vast plateau some 3,000 feet high, with 
an escarpment dropping abruptly to the sea within a few miles of 
the coastline. A large part of the high land has been washed clean 
of its fertile soil. The rivers, due to the escarpments, are not high- 
ways to or from the sea; rather are they barriers, many of them 
dangerous at that because of rapids and quick descent. 

The vast expanses of waste land, infertile to a large degree, and the 
extensive areas of marginal land where’ subsistence is a continuous 
struggle give little encouragement to human settlement. Nor is life 
much easier in the areas where rains are seasonal and torrential, where 
the tropical growth is luxurious, impenetrable, indescribably beautiful, 
and all too often unbelievably cruel. 

Yes, Africa is a country of great extremes and contrasts—in soil and 
vegetation, in numberless rivers, yet lack of cultivation, in poverty 
and bountiful crops, in heathen ignorance and professional literacy, in 
sickness and exuberance of life, in unexpressed sorrow yet joy evidenced 
in singing and dancing—land of contrasts such as pigmies less than 4 
feet tall and giants some 7 feet tall. 

Even the climate runs the gamut from driest Sahara Desert to 
tropical rain forests—from snow-capped Kilimanjaro practically 
astride the Equator, to the great basin of the Congo—and in addition, 
certain marvelously beautiful areas, with temperate climate unsur- 
passed anywhere. 

One can readily understand why, for so many centuries Africa was 
““a coast but not a continent.” One can appreciate why there was so 
little accurate information to be had well into the 19th century—and 
not too much today. In searching for information one is reminded 
of four short lines in Jonathan Swift’s poem A Rhapsody: 


“Geographers in Afric maps 
With savage pictures filled their gaps 
And o’er unhabitable downs 
Place elephants—for want of towns.” 


A new day 


But those daysare over. Modern invention is spanning the great and 
difficult distances—airfields, big and little, begin to find their way 
even into the jungles: to Dr. Harley’s long time mission in Liberia; 
to Dr. Schweitzer at Lambarene in French Equatorial Africa; to the 
Northern Province of Nigeria on the edge of the Sahara; to many 
places until now quite inaccessible, in fact crisscrossing the great 
continent. 

Railways too are being extended, roads are being built, and work is 
underway to develop hydroelectric power on many rivers. The attack 
on disease made possible by modern drugs is slowly but surely winning 
the terrible battle. Education is being made increasingly possible. 
Yes, today’s Africa has come a long way since yesterday. 

Africa’s geologic formation, climate, insects, and disease held the 
native peoples of the hinterland at primitive levels of existence, 
isolating them from cultural exchange with other peoples upon which 
the advancement of all civilization depends. But that is over. 
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Coming of the white man 


As for the Western world, only the hardy, only the daring risked 
their lives to enter before the end of the 19th century. So it came 
about that the native people were somewhat at the mercy of those who 
saw in the continent only its promise of vast profits. The story of 
slave raiding and callous foreign exploitation is too well known. But it 
is worth noting that the colonizers brought not only their plans for 
exploitation, but also the progress and culture of Western civilization 
with its foundation stones set deep into the principles of freedom and 
equality. By the very nature of their civilization, the Europeans 
destined themselves to an eventual exodus. It could be only a matter 
of time when the native people would be able to exist independently 
in a modern world, and so make demands for freedom and equality 
that cannot go unheeded. 


The newer life 


This ability to exist as equals has been given a great impetus in 
recent years as science has discovered new ways to cope with the 
difficulties raised by mother Nature. Now the airplane can span 
great geographic distances. New techniques in building roads and 
railroads can bring together neighbors who were once isolated from 
one another. ‘These new inventions in communications and power- 
plant construction and previously mentioned factors are stimulating 
economic expansion and trade. Reclamation and conservation tech- 
niques are bringing great waste areas to life. And, above all else, the 
remarkable discoveries in the medical sciences are reviving whole 
populations which have been decimated by countless diseases, bring- 
ing the assurance that the terrible battle against disease can and will 
be won. 

Nationalism 


Not only north of the Sahara, but in every corner of Africa the 
upsurge of nationalism begins to be a real factor in the thinking of 
natives and settlers alike. All dare to dream of the day when govern- 
ment will be in their own hands, though many realize that such changes 
take time. 

People who have been to Africa, who know by experience something 
of its vastness, its inaccessiblity, who have felt its strange, dark 
mystery, have been deeply stirred by its almost incredible possibili- 
ties. With but few exceptions they have found their own emotions 
shaken as never before by the power, the force that seems to well up 
out of the very earth. They agree that it is as if a great giant stirred 
for the first time in many centuries, stretching himself, and opening 
his eyes upon an unknown and disturbing world. 

Contrasts 


Everyone who goes to Africa today and sees on one hand the 
primitive life of the desert, the jungle, the ‘bush’ and on the other 
the modern cities, the hydroelectric dams, the railroads, the factories, 
the schools, the clinics and the hospitals, finds himself almost dazed 
by the impact of the incredible contrasts. 

It was this Africa of contrasts that we saw—its jungles and deserts, 
its granite mountains, its indescribable beauty, its cruelty, its ruth- 
lessness. And we glimpsed its vast wealth, its unbelievable possi- 
bilities. But, most important of all, we saw the people—Europeans, 
Indians, Lebanese, Syrians, and oh, so many of the Africans, whose 
awakening will certainly affect the future of the world. 






AFRICA AND HER CURRENT GOVERNMENTS 


The French 


Technically, the French consider their ‘Black Africans” as French 
citizens, with many of the pertinent obligations and privileges. Their 
Africans elect their own representatives to the Paris Government. 
They have equal standing with the French deputies and senators. 
Socially, there is a tendency toward color separation, but this is not 
at all rigid. 


The Portuguese 


The Portuguese consider their African territories integral parts of 
Portugal. There is no color bar—nor any attempt at separation. 
By an interesting legal process a native, after proving himself literate 
in Portuguese, a Christian and financially responsible, may become an 
“Assimilado.”’ 


The Belgians 


The Belgian Congo and its trusteeship of Ruanda-Urundi are gov- 
erned directly from Brussels. Local representation is virtually non- 
existent. Somewhat in compensation, however, the Belgians have 
been expanding programs for education, health, social welfare, and 
economic advantages. They are attempting to educate the masses, 
rather than to take the fewer more intelligent and give them special 
opportunities. We participated at the opening of the second year of 
their first university college (the Louvanium) at Leopoldville and 
were told that a second, a more technical university college is being 
built at Elisabethville. They too have a system whereby an African 
can “evolute’”’ and become a Belgian. 


The British 


The British policies differ in each colony. Generally speaking, the 
native peoples are encouraged to govern themselves and to manage 
their own affairs, the British representatives acting somewhat as 
check valves. Britain seems to have faced up to the inevitable “take 
over” by the Africans and is attempting to train as many of them as 
possible in methods of government, appointing them to actual posi- 
tions to give on-the-job experience. 

Especially is this true in the Gold Coast, which has been promised 
its freedom in 1956, and in Nigeria, where the anticipation for like 
treatment in the near future is mounting. In the Gold Coast, Prime 
Minister Nkrumah, eager to see his country free, faces serious oppo- 
sition from the rich and powerful Ashanti who do not propose to aban- 
don their traditional tribal power. Who can prophesy the outcome? 
Yet, if freedom should mean a return to tribal war it will be tragic for 
all of Africa. 

The Central Federation of Northern and Southern Rhodesia and 
Nyasaland is moving more into the field of common responsibility 
and common work. It is here that amongst others the Capricorn 
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Society is trying to bring the races together for mutual benefit. It 
is here that we Americans can give of our know-how as in few of the 
areas. You can well imagine that there are many problems that must 
be worked out before the three separate provinces really become one 
well-functioning Federation. 

Troubled Kenya is far from being out of its Mau Mau troubles. I 
speat the night with young friends in the very heart of it all, in a 
charming little house whose windows were covered with barbed wire, 
with rockets ready to go off at the touch of a cord, and my host and 
hostess never without their guns. Yet, bit by bit the many Kikuyus 
under suspicion in the prison camps are being educated and freed to 
take up life again.! 

South Africa 

And South Africa. So utterly beautiful, so rich, so full of mis- 
understanding and fear. Everywhere there is the cloud of anger, of 
indignation too well known for me to discuss here. 

But much is being done in South Africa in the war against disease. 
Education, under their “Apartheid” laws is a complicated and ex- 

ensive matter with four separate school systems: white, colored, 
ndian, and African. One is impressed with the sincerity of the oppos- 
ing points of view. Certainly no one can prophesy what the results 
will be. One can but hope that a way will be found to bring about 
understanding and peace in that beautiful land. 
Ethiopia 

We did not confine ourselves to the dependent countries, but went 
also to Ethiopia where His Imperial Majesty the Emperor Haile 
Selassie has recently proclaimed a new constitution so as to build a 
more democratic government which, as the years pass, will be 


taken over more and more by the people through their freely elected 
parliament. 


Liberia 

In the free Republic of Liberia we found a nation beginning to take 
up its own destiny. There is no Metropole to teach them the way, 
but this way they are determined to find. The splendid Firestone 
rubber plantation and the smaller but no less successful privately 
owned plantations provide an ever-increasing income which should 

ive them much-needed income for development. The fabulous 

omi Hills iron mine of the Liberia Mining Co., several German and 
Italian companies, the Goodrich Co. planting another tremendous 
area to rubber, should all mean better days for Liberia. 


Independent areas 


The independent nations are experimenting in a number of fields. 
Economically, Ethiopia and Liberia are encouraging new foreign 
investments. Socially the Union of South Africa and the Federation 
of Rhodesia and Nyasaland are experimenting with new racial policies 
as far apart as the poles. Politically, Egypt is deeply involved in the 
affairs of the Near East. African countries begin to welcome American 
investments for it means that with the new industry will come other 
benefits so distinctive of our way of life. 


1 At present writing troops have been withdrawn and it is assumed that life has become more normal again 








rT 


VS Sr Mh 


Se Se 


AFRICA, SOUTH AND EAST OF THE SAHARA ll 


The dependent territories 


The dependent territories are beginning to change their relationships 
with their mother countries. Of the British areas, the Gold Coast 
is very close to sovereignty; Nigeria hopes to follow shortly and the 
Federation of Rhodesia and Nyasaland is considering dominion status. 
French territories in North Africa are in rebellion and those south of 
the Sahara are restive and anxious for more African representation 
in the local governments. In the Belgian Congo the Africans seem 
temporarily satisfied with their constantly improving educational and 
economic standards, but they cannot be expected to remain immune 
indefinitely to the fever of nationalism. 

Variant policies 

Few countries in Africa are free nations. Except for Liberia, South 
Africa, Ethiopia, Libya, Egypt, Tunisia, and Morocco all are trustee- 
ships, colonies, or protectorates of Spain, Portugal, Belgium, France, 
and England. Soon after we left, the Sudan achieved her inde- 
pendence. The Gold Coast anticipates autonomy some time this 
year and Nigeria hopes to be not far behind. 

Thanks to the courtesy of the various Ambassadors in Washington 
in alerting those in sit hiriin in their respective areas, and to the 

reat courtesies they in turn extended to us, we felt very welcome. 

Certainly we appreciated the opportunities given us everywhere to 
see and to experience what it is that each metropole country is doing. 
We infinitely regretted that a very tight schedule prevented our 
visiting any of the Spanish areas. 

It became evident as we went from one land to the next that the 
responsible countries are most definitely trying to raise the standard 
of living of the people in their areas. It is a far cry from the horrors of 
the slave trade to the literally hundreds and thousands of schools, 
clinics, and hospitals, of ever more decent housing, of better and better 
employment and more nearly adequate pay. 

It was good to see the tremendous housing programs everywhere— 
the hospitals and dispensaries, the clinics and the maternity homes. 
And of course in every country the missions, both Catholic and 
Protestant, are responsible for a great deal of the education and the 
staffing of the health and educational work. It seemed to us that 
while each metropole country had its own special methods and 
its own program, all were moving along roads that will bring in- 
creasing development. 


Unfriendly infiwence 

Nor can we close our eyes to Russia’s invasion of Africa. Just as 
she took hundreds of students from China and gave them education 
in their Communist schools so is she doing with hundreds of starry- 
eyed young Africans who see only the vision of freedom that is told 
them. 

Fundamentally the African is a deeply religious person and would 
accept an irreligious philosophy only if the others fail him. It is 
here that our responsibility is so great. In our ignorance of their 
traditions, their mores, even of their history, we are not meeting their 
deeper need nor are we serving them in their search for the knowledge 
that will make freedom possible and secure. 





90584—57 3 












THE UNITED STATES AND AFRICA 


Our national interests 


The United States has certain general goals in Africa, namely, an 
interest in the evolution of Africa in a manner not inimical to our 
democratic type of government; the exclusion of influences unfriendly 
to our way of life; the hope of having access to the raw materials of 
that continent, especially to safeguard our minimum strategic needs; 
to increase our trade with all African countries; and to exercise a moral 
leadership as befits our honorable traditions. 

The United States, in its position of leadership in the free world, 
cannot sidestep its responsibility in the unfoldment of Africa. We 
must take a deep interest in the social, economic, and political changes 
taking place in that great continent since they affect our own national 
goals. The foundations are being laid today upon which Africa will 
play a new and larger role in the future of the world. We can no 
longer permit ourselves either apathy or ignorance in the matter of 
Africa. Already she is moving into today’s world, challenging our 
ignorance at every point. 


The need for understanding 


As we went from country to country it was brought home to us 
that the impact of European culture has brought much good but 
also some evil to Africa. On every side we saw dramatic evidence 
that the western philosophy of freedom had given the African an 
ever-increasing sense that not only must he learn the new ways, 
but he must preserve the best of his own culture. These two urges 
have been combined giving him incentives to resist European domina- 
tion while building his own knowledge, capacity, and strength. 

These are but some of the matters about which we here in the 
United States know all too little—matters that we must not only 
become aware of but must understand, lest we fail to earn the friend- 
ship of the people of this great continent for is it not “‘the continent 
God has held in reserve.” 

As the countries are freed from foreign domination and take full 
responsibility for themselves we shall no longer have to approach 
the major part of Africa through the metropole colonial powers, but 
shall be dealing directly with the native Africans themselves. This 
fact alone should be cause enough for us to use every means in our 
power to understand them, to win their confidence, their friendship 
and theirregard. The time for this is not next year, nor 5 years from 
now—the time is now. 

Although this mission placed its emphasis upon the many millions 
of native ‘peoples of this vast continent it at no time lost sight of the 
fact that some 5 million Europeans call Africa their homeland. 
In South Africa, in the Central Federation, in Kenya, and others as 
well as in French and Portuguese areas we made every effort to 
12 
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understand their points of view. Certainly they have done and are 
doing much to raise the standard of living of all the people, to pro- 
vide education and to combat disease. 

In addition to the Europeans there are some 1 million Asians and 
related peoples whose problems loom large in several areas. Par- 
ticularly do they want political equality. 


Limited United States representation 


Possibly also the fact that we have so few diplomatic posts in Africa 
and that even these are drastically hampered by too few funds may be 
a rather fundamental reason for the difficulty one has in securing such 
information as for instance, comparisons of health and living stand- 
ards, of gross national products, per capita incomes, etc. 


Raw materials 


Africa is of great importance to the free world, especially perhaps 
to the United States. Its apparently limitless raw materials, almost 
all of them important to us, would seem to offer a useful exchange; 
for Africa is today becoming one of the greatest markets of the world 
not only fer all the thousand and one gadgets we make for the easin 
of life, but for heavy industry as well. Surely this economic potentia 
is one the United States cannot afford to overlook. 


Our relationships 


This mission returned from Africa with the impression that—in a 
general sense—relations are good between our country and the people 
on the African Continent. 

But it was also apparent that Americans today are not prepared to 
deal with the newly emergent Africa, nor are Africans able to under- 
stand the fundamentals of American interests and philosophies— 
factors which may become more apparent as Americans and Africans 
have more direct relationships. 

Possibly some of our ignorance of Africa here in the United States 
is somewhat due to the lack of information available and the fact 
that much of it is scattered about the country in a few libraries and 
universities. 













THE AFRICA WE VISITED 


FRENCH WEST AFRICA 


We entered Africa by plane at Dakar at sundown on September 2, 
1955, and found ourselves in a kaleidoscope of color that seemed to 
reflect the glory of the heavens and proved to be symptomatic of the 
colorful lands in Africa that we were to see. Dakar, capital of French 
West Africa, reaching out as it does into the Atlantic, has little but 
desert to the east. It is a city strangely un-African, oddly French, 
a curious gateway to this great, little known continent of Africa, of 
which French West Africa is such a significant part. 


The land and people 


French West Africa, 1,700 miles across the Atlantic Ocean from 
Brazil, covers 1,815,000 square miles or over one-sixth of this vast 
African Continent, is 8 times the size of France or three-fifths the 
size of the United States. 

Two great rivers, the Senegal and the Niger form the natural 

ateways to the interior. Vegetation zones range from the Sahara 
esert to the Sudanese savannah country to the unbroken tropical 
forest of Guinea. 

The climate varies extremely from the rainless continental desert 
of the north to the south with its long rainy season. Rainfall is 
heaviest in the forest areas, ranging from 55 to 170 inches in the south. 
Average annual temperatures fluctuate between 77° to 88° F. 

The population was estimated at 17,361,000 in 1954, with about 
62,000 non-Africans. Most of these are French, 

The non-African population is concentrated in the major ports and 
administrative centers. The Africans are scattered widely with about 
4 million living within 200 miles of the coast and the rest inland. 
Their customs, religion, and social development differ widely. The 
native population is approximately 50 percent Mohammedan and 
most of the rest still pagan. About 120 indigenous languages are 
spoken, but the official language of the Federation is French. 


Government 


French West Africa comprises a federated union of eight colonies: 
Senegal, Mauritania, Sudan, French Guinea, Ivory Coast, Upper 
Volta, Dahomey, and Niger. The Federation is one of the constituent 
parts of the French Union, all its people being citizens of France under 
the Constitution of the Fourth Republic of France of 1946. The 
territory is supervised by a French High Commissioner responsible 
only to the French Minister of Overseas Territories and a Grand 
Council. Each of the eight territories has its own governor and is 
financially and administratively autonomous. In addition, each 
territory has its own elective assembly and also sends representatives 
to the Grand Council in Dakar. The people elect representatives 
for the various levels of local government. Also, they elect a dele- 
gation of 68 to represent them in Paris: 20 senators and 21 deputies 
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in the French Parliament and 27 counselors in the Assembly of the 
French Union. About two-thirds of the representatives are native 
Africans. 

Economic developments 


Agriculture is the backbone of the economy of French West Africa. 
It is estimated that 96 percent of all people derive their living from 
agricultural and pastoral activities. More than 90 percent of all 
exports are agricultural products. The most important export 
products are peanuts and peanut oil, coffee, cocoa, palm kernels and 
palm oil, bananas, and timber. In general, the French economic 
policy toward French West Africa is that of a closed circuit trading 
relationship. In other words, France guarantees a market for the 
principal agricultural commodities at well above world prices. But, 
on the other hand, prices paid in French West ‘Africa for products 
imported from France are considerably higher than prices paid for simi- 
lar products in neighboring British territories. In general, the French 
Union takes and supplies most of the products imported and exported. 

The United States is the ee single importer and exporter outside 
the French Union with which French West rica trades. The French 
Union takes 78 percent of exports and furnishes 75 percent of imports. 
The United States, during 1954, imported $26 million worth, or 8 per- 
cent of all exports from French West Africa, and supplied $3.5 million, 
or 3.5 percent of all imports by French West Africa. For example, 
during 1954 the United States imported 13,666 tons of coffee, 10,300 
tons of cocoa, and 14,000 tons of lumber. 

Mining development is very elementary with a little iron ore and 
bauxite being exported. There are few industries, except oil extrac- 
tion plants, two textile mills, a cement factory, and some small indus- 
tries producing primary food items. 

Transportation in the vast area is very poor because of the great 
distances. However, a few main roads are being developed through- 
out the territory, railway lines are also being extended ($7.5 million 
have been borrowed from the International Bank for diesel locomo- 
tives) and river navigation is also being expanded. Roads, ports, 
airports, power and large-scale mechanized cultivations were devel- 
oped under the first 4-year plan for communications ending in 1952, 
with the second 4-year plan, beginning in 1954, devoted to raising the 
standard of living in the villages by increasing agricultural production 
and developing mineral resources. 

In general, it may be said that French West Africa is a vast though 
oor area. It is poor in climate, population, soils, mineral and 
uel resources, transportation facilities and potentialities for diver- 

sification. Vast areas ae nearly one-third of the land sur- 
face are inhabited at best by a few wandering herdsmen. Another 
third of the vast area gets sufficient rainfall to support a population 
only at or near subsistence level. The other third, comprising half 
of Senegal, most of French Guinea, the Ivory Coast, and parts of the 
Upp Volta and Dahomey, provide by far the majority of exports 
and thus the income of the whole area. 

Education 


Seventeen percent of the French West Africa budget is programed 
for education. For the 17 million inhabitants there are 1,264 ele- 
mentary schools, 36 secondary schools and 18 vocational schools, with 
some 200,000 pupils attending 1,409 public and private schools. 
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Scarcely 7 percent of all school-age children attend school, partly 
due to the resistance of the Moslem areas. 

In general, a very efficient organization for primary and secondary 
education exists. ‘Technical schools and colleges are being expanded. 

Higher education is being fostered by the Institute of Higher 
Studies at Dakar and is connected with French universities. The 
school of medicine is receiving increasing attention. 

Other institutes deal with veterinary and tropical diseases, agri- 
cultural research, leprosy and yellow fever. 


Labor 


All labor in French West Africa is controlled under the Overseas 
Labor Code as promulgated in 1952. The code guarantees social 
emancipation, collective bargaining, right to join a union, and to strike. 
Three hundred and forty unions are grouped in three federations. The 
nonagricultural labor force comprises almost 2.5 percent of the total 
population—less than 400,000 workers. Of this total less than 70,000, 
white and African, belong to unions. Each year promising African 
leaders are sent to Paris for training at the CGT headquarters. 
Whether these returning local leaders are indoctrinated by French 
Communist tendencies is problematical. 


Health 


General Talec, Director of Health and Sanitation of the Federation, 
is faced with a colossal problem. Malaria and intestinal infections 
such as dysentery, typhoid, and diarrhea abound. Tuberculosis, 
tetanus, yellow fever, yaws, leprosy and other infectious diseases exist 
in considerable degree. 

Fortunately there was established in Dakar some years ago a branch 
of the Pasteur Institute now under the able direction of Dr. J. Naigret. 
Here there is an ever broadening research program in process with an 
increasing vaccine and serum production. Modern antibiotics, drugs, 
and serums are shipped under faultless conditions to all areas of the 
federation, one important process being the 4 million vaccinations for 
yellow fever a year. 

Tuberculosis alone presents the health department with a great 

roblem. Dakar has some 4,000 open, active cases for which only 100 
beds are available. General Talec told us that mobile units for X-ray 
surveys have just been secured and started on their way. As yet there 
is not even a plan for treatment facilities for the cases that will be 
found in the hinterland. He counts upon the very magnitude of possi- 
ble cases to bring about necessary action by the administration. 

Connected with the cottage-type general hospital in Dakar is a 
separate modern blood building where blood is stored and shipped out. 
Here also is a very well equipped small surgical building. The ma- 
ternity hospital is entirely away from the Hopital A.-le-Dantee and is 
staffed by the deeply beloved Franciscan Sisters. 

The French very evidently feel their responsibility for the health 
of their people. We were advised that there are 25 hospitals, 175 
medical centers and hundreds of dispensaries, health units and ma- 
ternity centers in addition to special installations for the treatment of 
sleeping sickness, leprosy, etc. There are 612 physicians, mostly of 
high caliber, trained largely in France, 3,765 nurses, and 417 midwives, 
What the actual standard of training for nurses and midwives is was 
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difficult to ascertain. Certainly it would be somewhat influenced by 
the inadequate training facilities and inadequate education. 

As part of the great 10-year development program (FIDES) for the 
whole French Union a public-health program in French West Africa 
envisions the setting up of hospital establishments in the major popu- 
lation areas, ambulance units to be centered in areas contiguous to the 
cities, increased treatment of social diseases and finally the expansion 
of medical training facilities at the Dakar School of Medicine. 

In passing, it should be noted that only 300 students from French 
West Africa are pursuing higher education in France. No French 
Africans have ever come to the United States because of the languag 


e 
difficulty. Training scholarships in public health and medicine might 
be welcomed. 


Social developments 


Although all inhabitants are French citizens, a paternalistic atti- 
tude exists insofar as it concerns education, labor, and government. 
Social intercourse on an equality basis is seen only in business circles. 
The French say that the educative process is going to take some time. 
Political education is proceeding slowly since illiteracy abounds. Na- 
tionalistic movements or parties, such as exist in North Africa, are 
not evident. However, an indigenous African press is growing. 
Certainly Afrique Noire is highly regarded in all of West Africa as 
symbolizing the expressions of the African for freedom. 

The status of women is subservient except in the larger towns where 
access to education and trading opportunities provides escape as well 
as possible chances for uplift. 

Impressions of Dakar 


Dakar, the capital of French West Africa, is on the extreme western 
point of Senegal and at present is one of the largest and best ports in 
the Federation. It was in this harbor that, in World War II, the 
French South Atlantic Fleet made its historic switch to General 
DeGaulle’s Free French forces. Today it focuses a heavy three-way 
movement of trade between Europe, Africa, and the Western Hemi- 
sphere. Its airport is a main airstop between Europe and South 
America with 12 international airlines using its modern Yoff Airport. 
Truly a strategic spot for the free world. 

Probably the outstanding characteristic of Dakar today is its fan- 
tastic economic expansion. Business blocks with buildings as high 
as 16 stories are being built. Both the airport and harbor facilities 
are being tremendously expanded. 

Improved electric, water, urban bus and railway services are a 
feature of this phenomenal growth which makes the reports of steady 
increase in trade, in commerce and shipping and even in light industry 
readily believable. 

In Dakar the French have begun with fundamentals as regards the 
health of the people of the Federation. Sewer and water pipes 
are being laid as rapidly as possible. Constant spraying in Dakar 
proper has practically removed the mosquitoes, but outside the 
sprayed limits one has to be careful. 

Recognizing that inadequate housing breeds physical, moral, and 
even political disease a concerted and effective attack is being mace 
upon the housing problem. All classes of Africans from the poorest 
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laborer to the elite “fonctionnaire’—or small-business man—are 
being considered. Various financing schemes are being set up to 
meet different situations in order to give every encouragement to the 
African to own, maintain, and take pride in his home. Utilities are 
not forgotten and one can believe that squalid slums may soon be a 
thing of the past. 

New industries build housing for their employees, finding this 
economically sound as it greatly reduces the labor turnover. 

In the very sizable native city—the Medina—adjacent to Dakar, 
the problem is far greater. But here the government has begun to 
put in wide streets with sewers, electricity, and water. The older 
houses are little more than shacks (made of bits of wood, oil tins, woven 
grasses, etc.) but new houses are being built—their yards planted with 
grass, flowers, and even shrubs and young shade and fruit trees such 
as the mango. The women seemed to take considerable pride in 
keeping their houses clean. 





IVORY COAST—ABIDJAN 


The terrain of French West Africa measures some 2,100 miles by 
1,400 in its extreme dimensions. Abidjan, the major city of the 
Ivory Coast, is substantially farther from Dakar than New Orleans 
is from Washington. Climate and general conditions differ widely. 
The city of some 110,000 people, has grown remarkably since the 
opening of a sheltered harbor in 1952. In 1954 the port handled 
750,000 tons of produce, principally bananas, cocoa, coffee, palm oil, 
and timber, in addition to diamonds from the rapidly developing 
mining industry upcountry. 

Climatically the Ivory Coast is more fortunate than Senegal, for 
Abidjan has a large rich hinterland with an adequate rainfall which 
suggests that its potentialities probably exceed those of Dakar which 
has but the one crop (peanuts) for actual export. 

Abidjan is in the midst of a tremendous building boom, such as the 


construction of deepwater quays, hotels, apartment blocks, commer- 
cial buildings as well as well-planned residential sections, some of 
which are already occupied. In less than 5 years Abidjan has changed 
from a sleepy tropical port to a bustling, aggressive city. 

Great emphasis has been placed upon African housing. Roads and 
public utilities are considered basic. Hospitals, neighborhood dis- 
pensaries, schools, and social centers are vital parts of this rapidly 


developing program. 

Abidjan’s amazing growth with its vital spirit of progress is partly 
due to the present French effort of appointing young men to her 
colonial posts. This new generation of colonial officials hardly re- 
member the pre-World War II attitude toward the African. Rela- 
tively free from prejudice, with a realistic attitude on racial questions, 
these young officials represent France’s main hope for creating a 
modern African society which will remain a Western asset. Although 
current governmental policies come to Abidjan from Paris via Dakar, 
Governor Messmer and the young, progressive men on his staff are 
definitely responsible for the unusually energetic way in which these 
policies are being carried out. 

Much can be expected from the Ivory Coast in the next few years 
so much so that the opening of a United States consulate there would 
seem to be imperative. 
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LIBERIA 


The Republic of Liberia on Africa’s west coast is the only African 
country ruled solely by Africans. 


The land and people 


Liberia, comprising 43,000 square miles or about the size of Ohio, 
lies 6° north of the Equator in a hot and phenomenally wet climate. 
The low coastal regions rise rapidly to ill-defined plateaus covered by 
immense tropical forests. 

The population has been estimated at 1,500,000 people and consists 
of approximately 40,000 Americo-Liberians (desceadants of freed 
slaves) who are in political control, and indigenous tribes who fall into 
five main ethnological groups. Some 28 dialects are spoken by 
Liberians, and one would need to speak about 10 of these to be under- 
stood by most of the tribal people. English is the official language of 
the country, but few native Liberians can speak it. 

Most of the people live in tribal villages and derive their subsistence 
from agricultural activities by collecting palm kernels, palm oil, 
rubber and manioc. The capital city is Monrovia, with a population 
of roughly 35,000 people. No town in the hinterland exceeds 5,000 
in population. 

History 


In 1822 the American Colonization Society began sending freed 
United States slaves to Africa’s “Grain Coast,” about 13,000 of whom 
established the sovereign Republic of Liberia in 1847. The new 
nation adopted a form of government closely patterned after our 
own, with executive, legislative and judicial branches. Even its flag 
resembles ours. The capital, Monrovia, was named for President 
Monroe, and several of its big frame houses resemble the old mansions 
of Virginia and Georgia. Pressed upon by the French on one side 
and the British on the other, the little country had pretty hard 
sledding in the earlier years. 

Although the groundwork was laid for a government of the people, 
circumstances conspired against their welfare. The tropical dinate 
with its average of 150 to 200 inches of rain per year, the thick and 
dangerous jungles and the harsh economic problems provided almost 
insurmountable difficulties for one of the few independent nations on 
this vast continent. To this day, Liberia has but 800 miles of roads, 
most of which are impassible during the wet season. There is but one 
railway line, 43 miles long, and barely any locally operated industry. 

But despite Liberia’s desperately poor conditions the past genera- 
tion, especially during the last 15 years, has produced advances which 
bespeak a future for Liberia envisioned by its founders. 

Government 


Liberia has a republican form of government. Like the United 
States it has three coordinated branches: executive, legislative, and 
judicial. Only persons of African descent may be citizens or may 
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own land of any kind. One of the qualifications for voting and holding 
office is property ownership. Women were given the right to vote in 
1945. 

William V. S. Tubman has been the President since 1944. He was 
elected to another 4-year term Jate in 1955. President Tubman has 
had much prior Government service and his forebears had a long 
record of public service. Although he has the reputation of being 
somewhat dictatorial he gives the impression of being a warm, out- 
going man with a passion for hard work. He is without question the 
outstanding man in the Liberian Government today. 

When questioned as to the type of program he would sponsor during 
the next year he responded that, while it was not final, he would like 
to give the development of better roads his first priority. He added 
that goods had to be moved throughout the country before Liberia 
could hope to make real economic progress. He said he would give 
encouragement to development of mineral resources and expressed 
much pleasure with the current status of foreign concessions. 

He also wanted to do something promptly about the health of his 
people. He said he hoped eventually to have a hospital in every 
county and province of the country, adding that he hoped to see a 
Government school in every county. 

Asked about the adequacy ot the United States technical-assistance 
program in Liberia, the President said that he was pleased with the 
results achieved and with the evaluation reports of the Joint United 
States-Liberian Commission for Economic Development. He par- 
ticularly liked the technical-assistance effort because of its spirit of 
“do it now.” 

His achievements of the past 10 years were discussed and he was 
frank to note some of the obstacles that he had surmounted and others 
that had yet to be overcome. Certainly the blandishments of a 
Russian trade offer or economic assistance have fallen on unresponsive 
ears. 

Economic developments 


Except for the several large concessions engaged in the growing 
of rubber, cocoa and palm oil and iron ore mining, the total economy 
of the country is based on primitive agriculture and forestry. 

Liberia produced rubber of a sort many years before Firestone 
procured interests in 1926 on a vast acreage (1 million) suitable for 
growing Brazilian rubber trees. Until the present they have only 
80,000 acres planted in producing trees with something under 10,000 
more in immature trees. The annual shipment of rubber to the United 
States averages more than 40,000 tons. The company employs some 
25,000 and supplies them with homes built largely of the brick and tile 
made on the plantation. Some 600,000 pounds of soap also are made 
for plantation use. 

Although the company does not urge its workers to bring their 
families they are welcome to come and many do. The company 
provides excellent schools for the children (something just under 1,500) 
and has trade schools for adults, in skilled and semiskilled fields. 
All workers and their families have access to free clinics, and are 
cared for exceedingly well in the excellent little hospital to which 
additions are being made this year. Company stores make shopping 
a simple matter and serve a double purpose in that they make modern 
merchandise and methods available. 
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Quite recently the Goodrich Rubber Co. also secured a rubber 
concession (600,000 acres). The planted acreage will not come into 
production, however, for some 5 to 7 years. 

Liberia’s one railroad runs from Monrovia to Bomi Hills, thanks 
to the Liberia Mining Co. and its president, Mr. Lansdell Christie, 
who purchased the original concession from a Swiss company and 
started developing one of the richest iron-ore deposits known. Ore 
shipments began in 1951 and are well over 1,300,000 tons annually 
of an ore so rich that it can be used almost like scrap. Reserves are 
estimated at something more than 130 million tons. Since the initial 
venture Republic Steel has bought 61.75 percent of the stock. 

Starting with a progressive labor policy which is being steadily 
continued, Africans are being trained and utilized to the fullest extent 
of their capacity, performing jobs which in other African areas would 
never be entrusted to non-Europeans. This method has paid off 
in the form of efficient, safe operation. Great emphasis is also placed 
on education and health and the company operates a modern 25-bed 
hospital for its own employees. The result is that the whole African 
living standard in the area of the mine is steadily improving. 

Another American company organized by Edward R. Stettinius, Jr. 
in 1947 and owned half by himself, and half by the Liberian Govern- 
ment, the Liberia Co., had high hopes until it ran into difficulties. At 
the moment it still holds a concession of 25,000 acres of which 4,000 
are planted in cocoa. 

Several other companies have received concessions. A German 
concern called the Society for the Utilization of Vegetal Raw Materials 
is developing oil palms, cocoa, and coffee. A Spanish firm (Ramos 
Associates) is exploiting forest products. The German African 
Fruit Co. has a 600,000-acre concession to develop bananas, lumber, 
roads, and other waterways. The Liberian American Minerals Co. 
has a nonexclusive concession over 500 square miles to develop iron 
ore, Manganese, bauxite and oil; 


Health 


In health and sanitation, Liberia has inherited all the problems of 
the African continent. Widespread tropical diseases, little money, no 
education of vast segments of its people, few trained technicians and 
physicians, much superstition to overcome, large inaccessible regions 
and poor communications would seem to present an insuperable 
problem. Malaria alone is considered to have an incidence of 100 per- 
cent. 

A Point 4 project in nursing training has begun, Miss Katharine 
Marshall who took her graduate work in teacher training at Western 
Reserve University in Cleveland, Ohio, heading it up. Much is 
needed to bring the hospital up to a standard in which such teaching 
can be made acceptable. This combined with the very inadequate 
standards of education would seem to indicate that progress would be 
slow. However, the United States has joined with the Liberian 
Government in establishing an elementary school for teacher training 
which should prove of major help. 

Healthwise the chief problem in Liberia is the lack of trained 
medical personnel, but this need will be overcome under the aggressive 
educational policies being initiated. 
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Education 


Until very recently most of the education was done by the mis- 
sionaries. A new program is being inaugurated for which it is pro- 

osed to use 10 percent of the annual budget. This too will be slow 
Seodeian of the shortage of teachers. There are just under 1,480 of 
these and the need is for 24,000. So far only 10 percent of the 
children of school age are in schools of any kind. Secondary schools 
can be counted on the fingers of one hand. 

Attention is now being directed to an improved teacher training 
system; introduction of a modern flexible course of study at the 
elementary schoo! level which includes courses in agricultural and 
manual training; strengthening of the University of Liberia with the 
development of science and mathematics instruction; and the building 
of many new schools. In addition to the university there is also the 
Booker Washington Institute, which is a trade and vocational institute, 
the College of West Africa (Methodist) and Cuttington College. 

Since the end of World War II approximately 200 Liberian students 
have come to the United States for study. This number could well 
be increased. 

Our mission found itself deeply moved by all the good things 
Liberia is still without, and vividly challenged to see how her wealth 
can be exploited to the advantage of her people. 


United States Government-United Nations Assistance 


Governmentally the United States has participated in various 
constructive activities in Liberia not the least of which was Roberts 
Field and the William Tubman Bridge, as well as the building of the 
modern port of Monrovia during World War II with lend-lease 
assistance. 

After Point 4 came into being Liberia in 1950 signed an agreement 
with the United States covering possible assistance for her entire 
economy: public health, public works, agriculture, Government 
services, and education. Liberia’s share adds up to one-seventh 
of the total national budget and will inerease as the 5-year plan 
develops. The Export-Import Bank has made loans of some $64 
million for roads, water, sewers, etc. Jn addition Liberia is being 
assisted by UNESCO and WHO to good effect. 

The International Cooperation Administration mission has done 
valiant work in teaching methods for increasing agricultural productiv- 
ity. Certainly the Liberians are most eager to learn as evidenced by 
the numerous successful swamp rice developments. 

The United States is encouraging investment in Liberia and is 


trying to make that country a show window for the American way of 
life in black Africa. 











THE GOLD COAST 
The land and people 


A British colony, the Gold Coast owes its name to the traders of the 
15th century who found gold in common use among the natives. Half 
of the terrain is Jess than 500 feet above sea level which gives it a 
difficult climate, and an early reputation, with Nigeria, of being “the 
white man’s grave.”’ 

Situated in the middle of Africa’s west coast a few degrees north of 
the Equator, it is a country of 91,842 square miles approximately the 
size of Illinois and Indiana with a population of about 4,250,000 made 
up of more than 20 tribes. 


Government 


Three political subdivisions differing widely in backgrounds and 
points of view—the Colony, Ashanti, and the Northern Territories are 
anticipating autonomy within the British Commonwealth in the near 
future. Such a step is dependent, however, upon the results of the 
anticipated general election. The results of this election and the con- 
sequent freedom that is so eagerly hoped for is being watched by every 
country in Africa as well as by American Negroes, many of whose 
forebears came from this area. 

Realizing that the various countries that are now British colonies 
and protectorates are moving very definitely toward the moment 
when they will demand their freedom, Great Britain has for years 
been seeking out the more intelligent, making education and experience 
in government possible to them. Although the Gold Coast is technic- 
ally a British colony and protectorate, recent constitutional advances 
have given it over largely to the Africans. The natives hold independ- 
ent elections in which the major number of representatives in their 
assembly are elected. In addition almost every Government post 
has as its second in command an African and many top positions also 
are held by Africans. Most of these hold degrees from Oxford or 
Cambridge, with their original work at Achimota College in the out- 
skirts of Accra. 

The Prime Minister, 46-year-old Dr. Kwame Nkrumah, after grad- 
uating from Achimota College came to the United States. Here he 
attended Lincoln University in Pennsylvania earning degrees in theol- 
ogy and science as well as the more usual bachelor of arts and master 
of arts. A man of unusual intelligence, he is ambitious and politically 
wise. 

There are two major politics! parties in the Gold Coast: (1) Tis Con- 
vention Peoples’ Party of which Nkrumah is the head and which 
holds the majority of seats in the Legislative Assembly; (2) the Na- 
tional Liberation Movement largely Ashenti, a seriovs o™ osition 
to any ruler. To understand this opposition movement one must 
remember that it was the Ashanti who fought eight ferocious wars 
with the British before they accepted British rule in 1901. One must 
also recognize the intense tribal unity that exists. One must realize 
the power of the tradition of the Golden Stool containing the soul of 
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the Ashanti people and which is said to have fallen from heaven in 
1700. Their strongest opposition rests upon the fact that Nkrumah 
proposes to abolish the tribal chiefs and with them all tribal disciplines 
and restraints. They argue that before such action is taken the people 
should be taught the value and the power of central government 
restraints. So far their opposition is very strong, bordering upon the 
fanatic. 

Early in 1955 there was a dangerous rioting in Ashanti country 
caused partly by a drop in cocoa prices. But the Prime Minister was 
made aware of the seriousness of this opposition and was somewhat 
shaken in his own certainty of re-election. 

Whatever the outcome of the Gold Coast’s evolution, all of Africa 
is watching with eagerness and hope. If all goes as planned she will be 
the first African-governed country to become a member of the 
Commonwealth. 


Health 


Tropical diseases such as malaria, leprosy, guinea worm, tuber- 
culosis, yaws, trypanosomiasis, and onchocerciasis are rampant, Our 
mission was encouraged by the large numbers of governmental per- 
sonnel engaged in public health. 

Government medical services are maintained in all three territories 
as well as Northern and Southern Togoland, the U. N. trusteeship 
areas administered by the Gold Coast. Our visiting mission took 
great pains to visit hospitals at Accra and some mission stations. 
Health services in the Gold Coast are supplied so as to cover all 
aspects of disease in every section of the country. Child welfare 
clinics and antenatal maternity services are to be found in all areas. 
Mobile clinics are available in the less densely populated areas. 
Medical field units conduct campaigns wherever epidemics break out. 

Leprosy, that scourge of the Tropics, is being treated extensively by 
sulfone drugs. In 1954, 19,000 outpatients were treated weekly at 
250 centers. 

Although there are no centers for training students in medicine or 
dental surgery our mission noted with enthusiasm the large number of 
hospitals giving training for registered nurses, midwifery, health 
visitors, and sanitary inspectors. 


Education 


In 1952 an accelerated development plan for education was started 
so as to expand the facilities for primary and middle education; that 
is for the first 6 years of vernacular instruction and English. By 
the end of 1954, 510,000 pupils were enrolled. Secondary schools 
were equally expanded; over 10,000 pupils were enrolled in 40 schools 
for the 4-year courses. Three trade schools, 1 in each of the 3 areas, 
provided technical training for over 400 pupils. 

As part of the plan 11 teacher-training colleges were operated with 
an output of 1,109 in 1953 and 1,397 in 1954. 

The two institutions of higher learning, the University College of 
the Gold Coast and the Kumasi College of Technology are attracting 
students from all of the west coast and exerting an influence for 
African educators that is inestimable. 

If you grant responsibility, you call out a sense of responsibility. 
Thus the maintenance of democratic institutions must be of primary 
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importance when self-government is given. Prerequisite are the 
institutions for administering justice and parliamentary government 
which will not break down and allow power to slip into the hands of a 
single tribe, clique, or one individual. 

Certainly the west coast is fortunate that although it consists of 
a multisocial grouping, the constituent parts are all African tribes. 
James Aggrey, that notable African educator of the Gold Coast, felt 
that race relations could be settled and harmony in political stabilit 
achieved by agreement between white and black even as the black 
and white keys of a piano should be played to obtain harmony. 
The cry of the nationalist leaders has been lately that the Englishman 
should get off the piano stool and let them play for a change. 


Economic developments 


The Gold Coast is one of the richest of British dependencies. It 
is the world’s leading producer of cocoa, exporting more than one-third 
of the total world supply, and one of the world’s principal exporters of 
manganese, a metal vital to steel and other strategic production. It 
also produces many other agricultural, mineral and forest products. 
The United States buys 60 percent of the Gold Coast manganese, 40 
percent of its timber and 30 percent of its cocoa. 

One of the economic strengths of the Gold Coast is that agricul- 
tural products, especially cocoa, are produced chiefly by small inde- 
pendent African farmers. However, a definite weakness is the heavy 
dependence of the Gold Coast on cocoa, a product subject to wide 
price fluctuations on the world market. 

The seat of government, Accra, is one of the largest offshore ports in 
the world. There the ships lie quite far out and small boats manned 
by Africans with curious handshaped paddles handle imports and 
re Through this port passes about one-third of the Gold Coast 
trade. 

The great white Christiansborg Castle—the residence of the 
British Governor—was originally built by the Portuguese with 2 or 3 
layers of underground dungeons, used for prisoners and slaves. The 
British bombed it while the Germans were in it and utilizing the 


necessity for repairs made it a pleasant, commodious, and practical 
residence. 


Women on the Gold Coast 


One of the most interesting facts about the evolution of the people 
of the Gold Coast is the power of their women. This is traditional to 
their tribal life but it has carried over to the highest political organiza- 
tion. The women are in charge of almost all the markets and as 
the market is the central meeting place, these women are becoming a 
real force in politics. The head of the women’s organization escorted 
us through the colorful Accra markets. She is a strong Nkrumah 
supporter. On the other hand, the Ashanti opposition has its strong 
organization of women also. 
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NIGERIA 
The land and people 


Nigeria, Britain’s largest dependent territory, is situated squarely 
off the Gulf of Guinea in West Africa between French West Africa 
and French Equatorial Africa. 

Its 372,599 square miles occupy an area comparable to Texas and 
Arizona combined and represent one-fourth of British tropical Africa 
and almost one-half of the population of British tropical Africa (31 
million). 

The whole area is divided into three Regions with the Western and 
Eastern Regions about equal in size and the Northern twice as large 
as the other two combined. 

The “Coast” is historically known as the white man’s grave be- 
cause of malaria, yellow fever, and dysentery. 

Nigeria is divided primarily into four climatic regions: (1) the 
high forest area of the south, (2) the Guinea savannah plains of the 
middle belt and the east, (3) the dry forest belt of the southwest, and 
(4) the Sudan savannah of the north. 

In the very south rainfall averages from 50 to 120 inches: 140 inches 
in the wet delta lands; and up to 390 inches per year in the extreme 
eastern section near the Cameroons (Debundscha). This southern 
belt is known for its tsetse flies, mosquitoes, and poor soil. 

The forest area of the southeast is called Iboland and has the 
greatest concentration of people. 

The middle belt has an average rainfall of under 30 inches per year, 
has poor soil, and is a so-called no man’s land between north and south, 
inhabitated by people who collect mostly palm nut kernels. 

In the southwest area, comprising the dry forest lands, is Yoruba- 
land, a very densely populated area whose inhabitants have had con- 
tact with the white people since the time of the Portuguese (1600) 
and are probably the most highly politically developed native tribes 
in Africa. 

The northern area consists of large grassy plains where the rainfall 
is seldom more than 20 inches in the summer and comprises a great 
cattle-raising area. 

Nigeria as a whole is the most densely populated Negro area in 
Africa with the concentration in the three centers of Iboland, Yoruba- 
land, and Hausaland in the north. 

The largest city in tropical Africa is Ibadan in Yorubaland, with 
nearly half a million inhabitants. Lagos in the south has 250,000 
people and Kano in the north, with the largest market in the Sudan 
area, has over 100,000 people. 

The racial, linguistic, and cultural patterns of Nigeria are complex 
even by African standards. There is an infinite variety of physical 
types, ranging from the short woolly-haired black-skinned plateau 
Pagan to the tall wavy-haired honey-brown Fulani. 

Three of the six major language groups of Africa are represented in 
Nigeria—Sudanic, Bantu, and Hamito-Semitic families. 
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The tribal patterns are demonstrated by three great groups. In 
the north are the Hausa and Fulani with more than 6 million people; 
in the southwest or dry forest area are the Yoruba people with more 
than 3 million; and in the southeast are the Ibos with more than 
3 million people. Scattered all over the territory are 150 tribal groups 
numbering approximately only 10,000 souls each. 

Religion further complicates the picture. The north is predomi- 
nantly Mohammedan whereas the remainder is mostly heathen or 
animistic with large sections under Christian influence. 


Government 


At the moment Nigeria is under a federated system of government 
which permits each of the three Regions— Eastern, Western, and 
Northern— considerable autonomy. 

The political status of Nigeria is very complicated. There is the 
fundamental contrast between the large and highly organized emirates 
of the Islamic north, the developed chiefdoms of the Yoruba country, 
and the rudimentary family or clan authorities typical of the politically 
fragmented peoples of the east and the middle belt. 

It was only in 1914 that the British were able to subjugate the 
whole of Nigeria under the British flag. Yet, immediately after World 
War II, Britain felt that the Nigerian peoples were worthy of more 
self-government in their three separate regions, as well as in their 
Federal Covernment. A representative government was elected in 
1954 and began its duties on January 12, 1955. During 1956 dis- 
e.ussions will begin concerning the new constitution for Nigeria under 
which most British civil servants will be eliminated and Nigeria will 
be given a substantial form of independence under the British flag. 
Universe! suffrage has been introduced. 

Nigeria is famous for the “indirect”? rule by which Britain has 
attempted to foster political independence in her African territories. 
Under British rule all elements were united but the nationalistic drives 
of the various peoples in Nigeria have somehow made the three 
Re sons «i-tinct entities and this factor may retard final unification. 

In t ¢ Western Region is a separate small colony around Lagos, 
the Soarstt of the whole of Nigeria. In this western area is the great 
university city of Ibadan where the people are most conversant with 
Western ways. In the east are the Ibo peoples, somewhat poorer 
but politically independent. 

In the Northern Region there is much feeling against southerners 
who are taking over the Federal Government. The Hausa people feel 
that their emirs and separate ruling chiefs should not be supplanted 
by the authority of a Federal Government. 

The greatest need of Nigeria today is that for trained African per- 
sonnel in the civil service to take care of the separate State govern- 
ments as well as the Federal Government. 

The one problem of modern Nigeria seems to be the problem of 
reconciliation—reconciling what already exists with what is deemed 
necessary in the interests of political, social, and economic change for 
the future as an independent state. 

A new quasi- -Federal constitution introduced in 1951 gave Nigerians 
a large share in shaping government policy and directing executive 
action, but in 1953 it became clear that the three regions, which differ 
widely in population, character, and development, could not work 
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together effectively in so closely knit a federation, and the United 
Kingdom Government decided that the constitution should be re- 
drawn to provide for greater regional autonomy. 

The new constitution of the country, known henceforth as the 
Federation of Nigeria, came into force on October 1, 1954. During 
1956, this constitution will be reviewed. The United Kingdom 
Government has declared that at that time they will be prepared to 
grant full self-government to any region that may wish it in respect 
to those subjec ts which are a Regional beapaeaihehien subject to safe- 
guards that Regional governments do not act in such a W ay as to 
prejudic e the performance of the Federal Government or its functions, 
or to make the continuance of federation impossible. 

Nigeria’s main political parties at present largely draw their strength 
from, and base their policies on, the region in which they are centered. 
Broadly speaking, they all stand for eventual self-government, most 
of them wanting it in 1956, but there are differences of opinion on the 
type of constitution adv ocated, i. e., whether federal or unitary, and a 
majority of opinion in the northern region feels that the attainment 
of self-government should not be tied to a definite date. 

The chief parties at present are: 

Western Region.—The Action Group is the majority party in the 
regional house of wap pg and its leader, Chief Awolowo, is premier. 
The National Council of N ‘igeria and the Cameroons (NCN C) leads 
the opposition. 

Eastern Region.—The National Council of Nigeria and the Camer- 
oons is the majority party in the regional house of assembly, and its 
leader, Dr. Azikiwe, is premier and minister of justice and ‘internal 
affairs. The United National Independence Party leads the opposi- 
tion. 

Northern Region.—The major party is the Northern Peoples’ Con- 
gress led by the Sardauna of Sokoto, the premier and minister of 
local government; the Northern Elements Progressive Union is the 
most prominent amongst the smaller opposition parties but has no 
representation in the legislature. 

The main effect of the new constitution is to give the Regions 
greater autonomy and to carry 2 of the 3 Regions a considerable w ay 
toward self-government. The constitution provides for certain de- 
fined subjects to be allocated to the Federal Government, leaving all 
others (except concurrent matters, i. e., those on which both the 
Federal and the Regional governments may legislate) in the hands of 
the Regions; the Regions do not require the assent of the Federal 
Government to their legislation on these subjects. The Southern 
Cameroons, while continuing to be administered as part of Nigeria, 
occupies a position in the Federation similar to that of the Regions, 
with its own legislature and executive. The Northern Cameroons 
continues to be administered as part of the Northern Region. 

The franchise varies in the different Regions and territories of the 
Federation. In the Northern Region it is confined to male taxpayers 
over 21 years of age. In the Western Region and the Southern 
Cameroons it is open to male and female taxpayers over 21. In the 
Eastern Region and in Lagos there is universal adult suffrage. In all 
parts of the country the usual provisions about residence apply and 
only British subjects and British protected persons may vote. 
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Economie developments 


There are great contrasts in economic development and levels of 
living; the great mass of the people are peasant farmers and craftsmen. 
In the northern areas nomadic pastoralism, fishing, hunting, and 
collecting play an important part, whereas in the southern cities 
there is a growing middle class of teachers, doctors, civil servants, and 
traders who have taken over many of the forms of western life. 

In the northern areas the production of rice, millet, peanuts, and 
cotton predominates, while in the south it is cocoa, rubber, and 
palm oil. 

As regards land use, cattle herds of nomadic Fulani people in the 
northern grassland provide the meat for the southern area. Pro- 
duction of milk is quite an industry in the Kano area. Cattle hides 
and goatskins from the north are major items of export. In the 
area of Kano, especially, the leather-working industry is highly 
developed. The famous ‘‘Morocco” leathers come from this area 
instead of from the physical Morocco area in northern Africa that 
people think of. 

In the southern forest areas firewood is a major source of fuel; 
lumber for export from the rain forests runs into millions of dollars in 
value. There is also the production of plywood and veneers. 

Nigeria is one of the largest producers of the world’s cocoa with 
about 24 percent of the world’s need being supplied from this area. 
All cocoa is sold through a single selling agency in London, namely 
the Nigerian Produce Marketing Co., Ltd. During 1955 the cocoa 
crop of western Nigeria was expected to be 95,000 tons, valued at 
about $560 per ton. 

The Nigerian economy is heavily dependent on its peanut crop, 
which centers upon the vast plains around the great city of Kano in 
the north. Prior to recent rail improvements one distinctive feature of 
this famous old city was the so-called pyramids of Kano, namely, 
peanuts stored in thousands of tons in pyramids awaiting transporta- 
tion to the ports of the south. 

From the middle regions of Nigeria comes approximately one-third 
of the world’s palm oil needs. 

Nigeria’s mineral production is increasing in importance. For 
example, 14 percent of the world’s tin supplies come from there; gold, 
lead, and zinc are also being mined extensively. Coal mining is in- 
creasing in importance as eastern Nigeria has the only coal seams in 
West Africa. Nigeria looms large in the making of steel because it is 
the world’s foremost producer of columbite, a mineral in demand for 
special steel used in turbines. 

Large-scale industry is presently of limited importance. There is 

eat emphasis on peasant crafts in leather, cotton, wood, and metal. 

he metalcrafts seem to be concentrated in Kano and the woodcrafts 
in Yorubaland. 

Woodworking itself is centered in cities making European style 
furniture and native crafts making masks, figures, etc., in small vil- 
lages. 

Education 

Noteworthy are the efforts in education amongst the peoples of 
the south as evidenced by the technical schools and the university 
among the Christian and heathen peoples, in contrast to the elementary 
education provided in the Mohammedan regions of the north. 
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Our mission was happy to learn that large numbers of students in 
the Eastern Province were being assisted in studying in the United 
States. The same type of assistance could profitably be extended in 
larger measure to the Northern Province. At the moment over 2,000 
students from Nigeria study in the United Kingdom each year. Law 
and nursing are the degrees most sought after. 

Our mission was profoundly interested in the “‘literacy”’ schemes for 
adults in 2,000 centers at which several hundred thousand adults are 
enrolled—men and women. And other programs inciting interest are 
the large number of teacher-training centers and institutes being 
opened for training in the vernaculars. 


Health 


Attention was drawn to the evidence of the many tropical diseases, 
but especially of leprosy and yaws. We were told that nearly 1 
million suffered from this disease. Competent medical authorities on 
the scene informed us that practically the whole population is para- 
sitized with one disease or another and that amoebic infection runs to 
50 percent of the population. Malaria is also very prevalent. On the 
other hand some very excellent hospitals are in existence, run mainly 
by missionary societies. 

Each region has a preliminary training school from which suitable 
candidates are drawn for further training in nursing and midwifery. 
Male nurses predominate due largely to the state of education. Steps 
have been taken to increase the number of female nurses. 

Considering the great prevalence of tropical diseases our mission 
was pleasantly surprised to be informed of the large number of govern- 
ment and private hospitals, clinics and maternity centers, as well as of 
the fact that doctors and pharmacists are being trained in increasing 
numbers in Ibadan and that more and more Nigerians are occupying 
government posts in public health. 


Status of women 


Noteworthy amongst our impressions as regards the status of women 
in all of Africa was the difference seen in Nigeria. In the south and 
east women were very prominent in the market activities and many 
had amassed great wealth. Also their interest in politics was great. 
In the Northern Region few women were ever seen on the streets, and 
education was very elemental and there was no evidence of political 
participation whatever, since they could not vote. 


Nationalism and the press 


The real dynamic force behind the fermenting social changes in 
West Africa today is not the British Government, the many Christian 
missions, the big trading companies, nor the large mining concerns. 
It is the spirit of nationalism, namely, a desire on the part of the most 
literate and educated Africans for independent self-government which 
is seeking to bind the aggregates of semifeudal, traditional, and 
westernized societies into a modern state. Not the least important 
of all influences stirring up the spirit of independence or desire for 
self-government is the African press. In Nigeria there have been over 
100 newspapers published by Africans. Currently in circulation are 
12 dailies and 14 weeklies—all African-owned. 

The best known paper in West Africa giving the most frequent 
criticism of English solidies and extolling the racial consciousness of a 
free African Africa is the West African Pilot owned by Dr. Azikiwe, 
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Noteworthy is the fact that many of the African nationalist leaders in 
various territories are men who have been educated primarily in the 
United States, notably Aggrey, Nkrumah and Azikiwe. This political 
awakening toward an independent future in his own homeland by the 
African press is because this press supplies something no European 
paper does, namely, news and facts peculiarly African. 

Cities and personalities 

Lagos——How complex Nigeria’s racial, linguistic, and cultural 
patterns were, even by African standards, was noticeable as soon as 
our party landed at the capital city of Lagos. 

Although our stay was short we were able to meet many prominent 
Africans in this city of 250,000 people. One noteworthy personage 
was Dr. Maja, who has demonstrated a real feeling for the welfare of 
his country. Not only is he interested in the health and education of 
his people, but he has financed various small enterprises by which to 
show his people how to raise their standard of living, for instance, a 
bank, a small ceramic factory, a textile mill, ete. 

The present Governor General is well-liked in Lagos because he bas 
created the impression that he is vitally interested in helping Nigeria to 
advance toward independence as rapidly as possible. He has felt that 
although the three areas of Nigeria are widely divergent because of the 
separate people inhabiting these areas, there is no inherent or definite 
difference in the abilities of the people. 

One noteworthy point which was stressed was the fact that in the 
Sudan (which 3 months later declared its independence, January 1, 
1956) the British administration had consciously selected many out- 
standing young Sudanese for training overseas preparatory to future 
independence. Such extensive training of local peoples had not been 
done in Nigeria, so that presently ‘permanent’ white secretaries are 
in charge of the various Federal Government departments as well as 
in the Regional administrations. Whether this program will be 
tolerated in an independent nation is questionable. 

Enugu.—Our party subsequently visited Enugu, the capital of the 
Eastern Region where “Zik,”’ (Dr. Nnamdi Azikiwe) the premier, 
and his party are in complete control. Unfortunately “Zik’ was 
away on a visit to the United States of America. Here the people 
have been in contact with Europeans since 1600 and are politically 
more mature than those of the Northern Region. Everywhere there 
are evidences of “Zik’s’’ influence on the life of his people. Not 
only is “Zik’’ obsessed with the idea of improving the Eastern Region 
by bringing industry into it and building new roads, hospitals, 
schools, and a university on the American pattern, but also by his 
aspiration to be the first premier of all Nigeria. His program will 
include the incorporation of the U. K. Cameroon trusteeship areas 
into the new Federation. 

The Ibo peoples of this province are called the Yankees of Africa 
due to their trading ability as well as their political maturity. Much 
stress is laid on the fact that the National Council of Nigeria and 
the Cameroons party is also the dominant political group im the 
administrative capital of Lagos. 

In Enugu our visit was made notable by many public ceremonies 
as well as by interviews for the radio and press. Not least among 
the colorful ceremonies was one 75 miles south of Enugu at the town 
of Akokwa where our party was met by the entire town and Nigerian 
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warriors in war dress. There we visited the family of an unusually 
intelligent Nigerian who has been studying in the United States. 

Kano.—One of our major stops was at Kano the principal city of 
the north which is a famous walled city of 130,000 population and 
goes with an Arabic history dating back some 1,000 years. The 
Northern Region, with its 17 million people is mainly Muslim with 
health and education in very elementary stages. The area is note- 
worthy for its tremendous productions of peanuts and its handicraft, 
especially of morocco leather. This northern area also is famous for 
the vast cattle herds of the Hausa and Fulani peoples. 

Here the feeling was expressed that the north was not ready to 
federate with the southern provinces, and that there was much 
resentment against the possible policies of ‘“Zik’? which would mean 
that most of the administrative servants of a full-fledged federation 
would be people from the south. 

While in Kano we met a most delightful figure, the Emir of Kano 
who rules nearly 24 million people. We were received by him in a 
strikingly colorful room with brilliantly robed palace guards, peacock 
fans, and a review of barbaric splendor. The Emir noted that little 
interest had been taken in the north by the United States Information 
Service and also that few northern students were privileged to come 
to the United States for their education. 

The mission was unable to meet the Sardauna of Sokoto who is the 
Premier of the Northern Region as well as the head of the dominant 
political party, the Northern People’s Congress. 

According to the Emir of Kano, the Northern Region might remain 
aloof in the current efforts to seek independence, because as he said 
“a, country must first be able to walk before it can run alone.” On 
the other hand we understood that the Premier as well as the opposi- 
tion party would both want a new Constitution making possible a 
very loose federation under which each of the three sections of Nigeria 
would have almost complete autonomy. 

Ibadan.—Unfortunately our party could spend only 1 day in 
Ibadan, the capital of the Western Region and the largest Negro city 
in the world, with a population of over half a million. We had 
wished to meet with the Premier, Chief Awolowo, but he was away 
on a trip. 

The Yoruba peoples are politically mature and acquainted with 
western education as witnessed by the famous University College of 
Nigeria at Ibadan. An elaborate new teaching hospital was in 
process of completion. 


United States Information Service 


Particularly praiseworthy seemed to be the efforts of the United 
States Information Service insofar as the Southern and Eastern 
Regions were concerned. In addition to the regular publications 
of books which were made available to the larger towns, films con- 
cerning the President of the United States and his press conferences 
seemed to have greatly interested the people. These films stimulated 
interest because the people were amazed that the Head of the United 
States was available for questioning by the press and as such was 
accessible to all people. Films of an informational nature were being 
lent to mission societies and were also used by mobile units in touring 
the countryside. Little, however, has been done in disseminating 
information in the Northern Region by the USIS. 













TWO U. N. TRUSTEESHIP AREAS—TOGOLAND AND THE 
CAMEROONS 


BRITISH AND FRENCH TOGOLAND 


This territory is wedged in between the Gold Coast on the west 
and the French territory of Dahomey on the east. 
The Germans took possession of the area in 1884, but it was sur- 
rendered in August 1914 and became a mandate (class B) in 1922 until 
1946 when it was placed under U. N. trusteeship. The total area of 
34,535 square miles is divided in two: the western sector comprising 
13,041 square miles with 382,717 population is under British suzerainty 
and is administered as part of the Gold Coast Colony. The capital 
is Ho. The eastern sector, with 1,015,000 people is placed under 
French trusteeship. The capital is the seaport town of Lome. 

Togoland is entirely an artificial unit. The people resemble those 
of the neighboring lands. 

There is a lagoon coast as arid as in the Gold Coast, then comes an 
inland terrace some 200 to 300 feet above sea level, which gives place 
to a marshy but fertile depression, then savanna country. 

There are two main seasons; one that is moist with the monsoon 
rains and the other when only the dry harmattan wind blows. 

The main products of both sections are cocoa, lumber, and oil nuts. 

The British section is integrated with the Gold Coast administration 
so that its people share in the benefits of the Cocoa Marketing Board 
and other subsidized prices. The French sector is administered as a 
separate entity apart from the eight territories comprising French 
West Africa. There is little private investment to assist in the 
economic evolution of this territory. There is much agitation to 
combine the two areas although our mission, when in Accra, found 
that there is strong feeling about incorporation of the British area 
as soon as the Gold Coast achieves independence. 

In the main two dialects are spoken, namely Ewe and Twi. Yet 
the tribes speaking these dialects are divided into four political 
divisions of the Gold Coast, two U. N. trusteeships, and French 
Dahomey. 

Education is not very extensive according to west African standards 
although efforts are being made under U. N. tutelage for more educa- 
tional advancement. 

A debased form of Islam is existent which is much colored by 
heathen beliefs. The greater majority of the people still believe in 
their own tribal gods. 

Local chiefs have great power, but this may be circumscribed by 
the actions of the “stool” elders—in most tribes there is a power of 
veto in the Asaf or the young warrior clans. 
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These United Nations trusteeship areas have certain advantages 
denied other dependent areas of the metropolitan powers. he 
local inhabitants, if they have any petitions or grievances, have a right 
to appear before the Trusteeship Council of the United Nations 
Assembly. This Council can be used as the sounding board for 
treatment of Africans as well as for their pleas for independence. 

In addition to hearing petitions the Council also has a right to 
expect annual reports from the trusteeship powers. In the event 
of any questions arising concerning the administration of the trustee- 
ship areas the Council has a right to send inspecting missions to the 
area concerned. 

Noteworthy are the reports submitted each year to the United 
Nations concerning the administration of the British and French areas. 
Unfortunately our mission did not have much of an opportunity to 
make a firsthand study of Togoland. 












THE CAMEROONS 


The Cameroons, situated in the corner of the Gulf of Guinea just 
north of the Equator, is divided into two sections under the United 
Nations Trusteeship Agreement of 1946. 

The British section of 34,081 square miles is integrated adminis- 
tratively with Nigeria, whereas the 166,800-square-mile area ad- 
ministered by France is a separate entity within the French Union. 

Germany became interested in this equatorial area after 1880 but 
it was only by 1905 that she was able to subdue most of the rebellious 
native tribes. During World War I British and French troops 
conquered the territory, which was subsequently placed under a 
League of Nations mandate to them in 1922. In 1946 the two areas 
were continued as trust territories under U. N. Trusteeship Council 
and again assigned to the administration of the United Kingdom and 
France. 

Our mission was particularly fortunate in meeting Mr. Benjamin 
Cohen, of the Trusteeship Council, in Dakar when he was on his way 
back from this area where he had studied conditions in the Cameroons. 
It was anticipated that elections would be held in the near future on 
the question whether the British Cameroons wished to be administered 
as a trusteeship area or as part of the Eastern Province of Nigeria. 


British Cameroons 


The British-administered area of the Cameroons consists of 2 narrow 
mountain strips on the eastern frontier of Nigeria and has a population 
of 1,200,000 people. The lower section of the British Cameroons 
receives the highest rainfall in Africa and is probably the wettest 
place on earth. At Debundscha the rainfall has been measured at 
390 inches per year. No one who has not visited this area can ap- 
preciate the ferocity of an African rainfall. 

Only the extreme southern tip of the British section was developed 
by the Germans, mostly in banana plantations. After World War I 
opportunity was given to the original German owners to buy back 
their properties which were then exploited without much profit to 
the indigenous peoples. During World War 11 ownership of these 
same plantations was vested in a Custodian of Enemy Property. 
Rather than allow the properties to revert to their former German 
owners, the United Nations Trusteeship Council organized the 
Cameroons Development Corporation for the benefit of the indigenous 
people, with profits to be used in educational and welfare service. At 
present the Corporation employs 18,000 people and produces bananas, 
cocoa, and rubber. Efforts for exploiting the rich tropical lumbers 
have begun. 

The British Cameroons area is administered as an integral part of 
Nigeria and it is Dr. Azikiwe’s expressed intention to ask for the 
incorporation of this territory into the Federation of Nigeria when 
Nigeria’s independence becomes practical. 
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French Cameroons 


The French section of the Cameroons is many times larger than its 
British counterpart and occupies an area greater than the State of 
California. It is populated by 5,650,000 people who are divided into 
the phenomenal number of over 200 tribes, giving this area 
the reputation of being the racial crossroads of Africa. The territory 
is administered as an integral part of the French Union and sends 12 
representatives to the French Parliament in Paris, but it is classified 
as an Associate Territory and its inhabitants are not French nationals. 

Our mission spent several days in Douala, the principal port and 
largest city, with time out for side trips, one to Yaounde, the admin- 
istrative capital and another to Edea, the site of a large hydroelectric 
dam. 

The French are actively trying to develop the area. Since 1947 
the Investment Fund for Economic and Social Development (FIDES) 
has spent more than $91 million for the welfare of the indigenous 
peoples. Efforts of economic development, however, are hampered 
because transportation is practically impossible through the dense 
equatorial forests, the enormous distances, and the mountainous areas. 
Thus the largest amount of money being spent is for roads throughout 
the territory. 

Douala (population 100,000) is the natural port for the French 
Cameroons and the Ubangui and Chad areas of French Equatorial 
Africa. This city has the main airport for the area, is the railway 
center for the Cameroons, and has the only radio station of the 
Cameroons. The docks have been newly developed since 1950. 

The French Cameroons contain enormously productive lands—160 
million acres, the only drawback being malaria, tsetse fly and other 
endemic hindrances. Millions of acres of productive forest are await- 
ing exploitation. There are also great reserves of strategic titanium 
and deposits of tin. The French have made great efforts to develop 
Douala. Thus many factories have been built for the extraction of 
vegetable oils, for making textiles, and for utilizing local fibers. 
Sawmills and engineering workshops have also increased in numbers. 

The Cameroons are open to foreign trade without any discrimina- 
tion. 

Education is free and great efforts have been made to draw children 
of elementary school age into public or missionary schools. 

One aspect of trusteeship education is the freedom of mission socie- 
ties to develop their own educational systems and we were particularly 
interested in visiting the Presbyterian Mission at Yaounde. In addi- 
tion to education the mission stations have developed hospitals, 
clinics and training schools in many strategic areas on behalf of 
Africans. 

At Edea, our party saw the construction of an important hydro- 
electric development on the Sanaga River which will eventually pro- 
duce 100 million kilowatt-hours for the “fertile crescent’’ of land 
around this section of the Cameroons. Edea is also to be the site 
of the second largest aluminum plant to be built in Africa. 

Our party made a side trip to Yaounde, the capital city where last 
year occurred the riots said to be inspired by Communist sympa- 
thizers in labor unions. 
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The French High Commissioner is a very dynamic person, young, 
proananye, and conscientious. The riots last rer alarmed the 
rench, and the High Commissioner is taking remedial steps, including 


weekly talks over the radio. Real efforts are also being made in the 
fields of education and health, while on the economic side an ambitious 


scheme has been launched to improve the quantity and quality of the 
African-grown cocoa crop. 








FRENCH EQUATORIAL AFRICA 


The most interesting contact in this area was intended to be a visit 
with Dr. Albert Schweitzer, but unfortunately he was absent in 
Europe. Thus after arriving at Port Gentil, the jumping-off place 


for Lambarene, by coastwise freighter from Donala, we departed for 
Brazzaville. 


The land and people 


French Equatorial Africa is a federation of four overseas territories: 
Gabon, Middle Congo, Oubangui-Chari and Tchad. Together they 
occupy an area of 969,113 square miles (approximately one-third the 
size of the United States), located in the heart of tropical Africa. The 
Federation measures 1,938 miles in its greatest length with a width 
varying from 140 miles in the south to 932 miles in the central por- 
tion. The chief cities are Brazzaville, a port on the Congo River and 
the inland terminal of the Congo-Ocean Railroad; Pointe-Noire, the 
Federation’s principal seaport and the ocean terminal of the Congo- 
Ocean Railroad; Libreville, the capital of Gabon, a seaport and the 
center of wood exports; Fort Lamy, the main trading center in the 
northern area on Lake Tchad. 

The area is divided into three main geographic regions: the Tchad 
Basin, the Congo-Ubangui Basin, ail the coastal lowlands. The 
coastal plains are separated from the central plateau by a series of 
mountains and hills which make penetration into the interior very 
difficult. This area along the Equator is covered by dense swampy 
forests. Further north these forests become wooded savannahs that 
are gradually transformed into thorny bush areas. In the north is 
the real desert area. 

There are three principal climatic belts: the Equator, Sudan, and 
the Sahara. The equatorial zone is characterized by a fairly constant 
temperature (77 degrees F.), by heavy rainfalls and humidity which 
are steady throughout the year with the exception of a very short dry 
season. The Sudan climate as found in the middle third of the 
federation, is hotter with a longer dry season. In the northern sec- 
tion is the true Saharan climate with exceedingly high summer 
temperatures and very little rainfall. 

In December 1954 the estimated total population was 4,417,700. 
The European population is mostly French, numbering 23,000; of 
the 115 American residents, 102 are missionaries. The Moslem 
religion predominates in the north where there are large numbers of 
white nomads. The African group has a large variety of Negroid 
peoples. Here and there are sizable settlements of Christian con- 
verts. 

Government 


The four territories are organized into the so-called Government 
General. The presiding officer is the Governor General who is also 
the High Commissioner of France in French Equatorial Africa. He 
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alone deals with the Government in Paris. Each of the 4 territories 
has a governor and each territory has its own legislative body made 
up of 2 houses. On the federation level there is a legislative body 
called the Grand Council which votes the Federal budget and taxes. 
This federation sends representatives to the French National Assem- 
bly and the Council of the French Republic. 


Economic developments 


The money economy of French Equatorial Africa is based on the 
production and initial processing for exportation of a variety of agri- 
cultural and forest products, but mining and manufacturing are of 
growing significance. The two southern provinces are particularly 
rich in diamonds, gold, lead and manganese, and they are also large 
producers of coffee, cocoa, and palm oil. In the central territory 
much livestock is raised and also there is increasing production of cot- 
ton and peanuts. The northern territory exports only cattle, meat, 
hides and skins. 

Cotton is the largest single commodity produced in the area and ac- 
counts for approximately 35 percent of the total value of exports. 
Forest products, particularly okoume wood, account for 33 percent 
of total exports. The biggest deterrents to trade are the lack of basic 
facilities and transportation. 


Agriculture 


Agriculture is by far the leading occupation of the African group. 

The land ownership pattern is characterized by small, family-ow ned 
subsistence farms and communal grazing ranges. The native agri- 
culture is devoted largely to food crop production and stock breedin 
The native has little interest in preserving and improving the Gad, 
and soil depletion and erosion and deforestation are rampant. Stock 
breeding also suffers because of unfavorable desert conditions in the 
north and the tsetse fly infested jungles in the south. Principal agri- 
cultural exports are cotton, palm nuts and kernels, coffee, peanuts, 
cocoa, and sisal. 


Forestry 


The forests of French Equatorial Africa cover an area of 390,000 
square miles, and are found mainly in the southern Gabon. The 
principal woods produced are okoume and limba which are used 
primarily for plywood and veneers. Since French Equatorial Africa 
is the main source of okoume in the world, the government has 
placed this type of wood under the exclusive control of the official 
Woods Office at Libreville. This office buys the wood from the 
producers and sells to oversea buyers. Other important furniture 
woods are mahogany, African walnut, zebra wood, coral wood, and 
Nigerian satin wood. 


Mining 

Terrific difficulties inherent in the transportation of minerals have 
limited the exploitation of the mineral wealth of French Equatorial 
Africa. Important geological research has been made on large sources 
of ore and prospects for increased exportations are very favorable. 
There are large manganese deposits in the southern area, where, also, 


an active petroleum prospecting program is underway. Important 
minerals are gold, diamonds, and lead ore. 
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Industry 


Many unfavorable conditions, such as lack of electric power, 
shortage of skilled labor, low domestic consumption levels and sparse 
population militate against the expansion of new industries. The 
lumber industry is the largest manufacturing industry. Studies are 
underway for the erection of a wood pulp mill. Crop processing 
plants range second to lumber production. These plants include 
palm oil extraction factories, cottonseed factories, cotton ginning and 
small factories using sisal and urena. Timber is the only fuel available 
for power although small hydroelectric plants are being constructed 
with major installations contemplated in the near future. 
Transportation 


Suitable transportation is an expensive proposition because of the 
vast distances, dense forests and extensive deserts. Few all-season 
roads are in existence so that air freight is often more economical for 
expensive goods. Only a short railroad of 306 miles runs from Pointe- 
Noire to Brazzaville. The Maya-Maya Airport outside Brazzaville 
is one of the very best in Africa being used by all major airlines. 

Brazzaville also has two radio broadcasting stations. The most 
powerful radio transmission station in the French Union is at Brazza- 
ville. 

Development plans 


At the end of World War II the French Government formulated a 
basic program of modernization and development. This 10-year plan 
began in 1946. The first part of this plan was aimed at improving the 
basic economic structure of the country, namely, the development of 
roads, seaports, airports, etc. A total of nearly $82 million was set 
aside for production, social works, and transportation. During the 
second part of the plan the idea was to establish an equilibrium 
between the basic structural development and increased current pro- 
duction. <A total of $100 million was provided for agronomic research, 
teaching of agriculture, financial aid to farmers, extending hydro- 
electric power facilities, prospecting, reforestation, developing fisher- 
ies and improving the meat industry. In addition to these facilities, 
attempts would be made to increase secondary schools, hospitals and 
especially the health services against sleeping sickness, malaria, leprosy, 
and social diseases. 

This money was earmarked in the budget accounts for French 
Equatoria) Africa and has been spent in increasing amounts in the 
area. By 1960 the total plan will have been completed. 

Trade 

Usually there is a large import surplus in the foreign trade account. 
Principal imports are cotton piece goods, foodstuffs, liquid fuels and 
lubricants, wine, beer, and motor vehicles. Exports are largely cotton, 
wood, minerals, and hides. ‘Trade with the United States is small with 
imports from the United States dealing mostly with construction 
machinery, tractors, automobiles, and trucks, whereas United States 
imports are largely plywoods, diamonds, and cocoa. 


Health 


The vast distances, dense vegetation, and unhealthy tropical climate 
especially in the dense tropical forest areas where tsetse fly and sleeping 
sickness are endemic have resulted in a low population density and 
lack of manpower. 
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The progress of tropical medicine and the latest improvements in 
the organization of the health services have greatly reduced the four 
most dangerous diseases of the AEF: malaria, tropical yellow fever, 
amebic dysentery, and sleeping sickness. Brazzaville can now boast 
of a Pasteur Institute and in the entire Federation there are now 84 
medical centers, 82 maternity centers, and 32 leproseries. Dispen- 
saries are scattered throughout the whole Federation. Medical per- 
sonnel have reached a point where the public health battle is gradually 
being won—179 doctors, 1,845 nurses and 206 midwives. Mobile 
health units visit outlying areas to give injections. Nursing training 
is being given at the main hospitals and hygiene assistants and 
laboratory technicians are also being trained. 

Education 


The desire for education has caused reorganization of the whole 
federal and territorial system of education. In the whole federation 
21.3 percent of the school age population attend and in some areas the 
ratio of attendance rises to 56 percent. The Tchad area has the 
lowest percentage due to the resistence of the scattered Moslem popu- 
lation who refuse to attend unless Arabic or the Koran is taught. A 
total of 1,021 schools have 2,869 teachers who have been trained at 
several teacher-training colleges. Five territorial schools of agricul- 
ture deal with the agricultural products of each area, namely cotton, 
rubber, peanuts, and forestry. 

The Institute of Central African Studies is exerting a powerful 
influence in the type of teachers being trained. 


Impressions 


The High Commissioner and his top men work tirelessly for the 
advancement of the African and his country along sound lines. But 
they work under a great handicap, because Weench Equatorial Africa 
still seems to be at the bottom of the list when it comes to getting 
money and personnel from France. There is oil, iron, and manganese, 
but difficulties of all kinds seem to stand in the way of all economic 
production, and in the meantime the territory lives perpetually on the 
edge of “starvation.” 

One extremely important installation is Radio Brazzaville. Built 
with United States help in World War II and greatly assisted in its 
early programing by the very few Americans stationed there, this 
installation is one of the most far-reaching in the world. Its good 
technical installation is helped by peculiarities of terrain. Radio 
Brazzaville has become the principal news and information outlet of 
the whole area. Material is broadcast 24 hours a day in many 
languages. 

From the brief view that we had of French Equatorial Africa it 
appeared that the situation was calm and that the government is 
making an effort to improve the African’s lot, in much the same way 
as in French West Africa. 

It was a very great disappointment to this mission to find that Dr. 
Albert Schweitzer would not return to his hospital in Lambarene until 
well in December. We had been charged with the delightful task of 
taking to him as a belated birthday gift a new and extraordinarily 
efficient anesthesia machine weighing slightly less than 5 pounds. It 
was developed by the department of anesthesia of Western Reserve 
University School of Medicine of Cleveland. The professor of 
anesthesia has since heard most enthusaistically from Dr. Schweitzer 
concerning the machine. 
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THE BELGIAN CONGO 


Our mission entered the Belgian Congo aboard a little ferry that 
weaved its way around the clumps of treacherous water hyacinths 
in the Congo River. Our trip was from Brazzaville, French Equatorial 
Africa, a simple almost typical African city, to Leopoldville, capital 
of the Belgian Congo, a booming and prosperous metropolis. It 
was like moving from one world to another. Leopoldville with its 
two great skyscrapers against the background of broad boulevards, 
modern office buildings, and apartment houses is symbolic of the great 
economic prosperity of the Congo, one of the richest areas in Africa. 
It is prospering from the magnificent development of its land by the 
Belgians in recent years and the great demand for scarce and strategic 
minerals which are produced. 


The land and people 


Situated in the heart of Africa, the Belgian Congo covers an area 
officially estimated at 900,254 square miles. This area is about equal 
in size to that portion of the United States lying east of the Mississippi 
River. The greater part, roughly two-thirds of the Belgian Congo, 
lies south of the Equator. 

The Belgian Congo is almost landlocked—its only coastline being a 
25-mile strip on the north bank of the Congo estuary on the Atlantic 
Ocean. Physiographically, the Congo resembles a giant saucer, with 
a vast low-lying central area, surrounded on all sides by high land 
which rises in the east to form high mountains. The saucer coincides 
almost completely with the Congo River Basin. Most of the central 
depression is an area of nearly impenetrable tropical rain forest, while 
around the rims of the basin there are savannah grasslands and 
savannah woodlands. 

The climate is varied, ranging from very hot and humid in the west 
and central areas to temperate and reasonably healthy in the higher 
eastern regions. The western areas have frequent torrential rains 
which fall from November to May south of the equator and from 
April to November north of the equator. The fact that the equator 
cuts across the Congo is of great agricultural significance, since there 
are always two seasons underway in different parts. Hence, there is 
never a time in the year when crops are not ripening in one place or 
another. 

Population statistics in recent years reflect a considerable increase 
in the number of white inhabitants. On January 1, 1953, the white 
population totaled 82,000 persons. Of the total white population, 
approximately 78 percent are of Belgian nationality, and the others 
are Portuguese, 5 percent; Greek, 3 percent; British, 3 percent; and 
American, 1% percent. Practically all the Americans in the Congo are 
missionaries. 

According to Government census data at the end of 1953, the African 
population was slightly over 12 million. Seventy-eight percent of all 
Africans in the Belgion Congo live in tribal villages. Most of them 
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support themselves by means of the time-honored pursuits of subsist- 
ence agriculture, hunting and fishing. The total labor force is just 
over 1 million, approximately 9 percent of the total population. At 
the same time, the population continues to shift from the traditional 
tribal and rural milieu to the detribalized urban centers. The indig- 
enous peoples are divided into tribal affiliations of various sizes. 
The social affiliation is negroid and the basic language family is 
Bantu—although there exists a great diversity of tribal groupings 
and wide difference in native languages, there is a surprising degree 
of cultural homogeneity. 


History 


The Congo area was practically unknown until the middle of the 
19th century when the explorer, Henry M. Stanley, reached the mouth 
of the Congo in 1877, and King Leopold II of Belgium recognized 
the immense possibilities of the Congo Basin and encouraged further 
explorations. Several other countries put forth claim by right of 
earlier explorations, but the Berlin Conference of 1884 classed it the 
personal property of King Leopold II. By the turn of the century, 
however, there was very severe criticism of King Leopold’s exploitive 
measures and the Congo was annexed by Belgium itself in 1907. 
Since then this development of the Congo has been under more 
enlightened, but still paternal methods. 

Today, in contrast with British and French Territories in Africa, 
where the political deve ‘lopment progresses alongside or ahead of the 
economic, the Belgian Congo is quite the other way around. Under 
the paternalistic Government the African’s physical needs are more 
and more intelligently supplied, but his political ambitions are not 
given any chance to express themselves. 































































































Government 


The colony is divided into six major provinces; Leopoldville, Equa- 
teur, Orientale, Katanga, Kasai, and Kivu. Each province is admin- 
istered by a governor. The Belgian state exercises sovereign rights 
over the Congo under the colonial charter of 1908. The King’s 
appointed representative and head of the administration is the Gov- 
ernor General. He interprets and executes the policies laid down by 
the Minister of Colonies in Brussels. The Minister of Colonies is 
responsible for the administration of the colony to the Belgian Govern- 
ment. The Minister of Colonies consults with the Colonial Council, 
which is composed of 8 members nominated by the King and 6 mem- 
bers nominated by the Belgian Parliament, before introducing legisla- 
tion in the Belgian Parliament concerning Congo problems. 

The Governor General’s chief assistants are the Vice Governor 
General, the Secretary-General, who is responsible for the administra- 
tion of the colony, and the administrator of the colony’s 10-year eco- 
nomic development plan. The six provinces have no local legislatures 
nor is there an election of officials in the Congo. No one in the colony, 
European or native, has a vote. 

Economic developments 


The money economy of the country rests primarily on mining and 
agriculture. Agriculture is spread throughout the country whereas 
mining is generally concentrated in the southeastern and eastern 
sections. Manufacturing consists primarily of the first processing of 
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mineral and agricultural products, such as the reduction of copper and 
uranium ores and the extraction of palm oil, processing of cotton, and 
cocoa. 


Agriculture 


Agriculture is by far the leading occupation of the Africans. The 
land ownership pattern is characterized by small family-owned sub- 
sistence farms and communal grazing ranges. Native agriculture is 
devoted largely to food-crop production and stock breeding. In the 
southeastern area large numbers of natives are engaged in gold and 
diamond mining as well as in working in the copper mining concessions, 
Cotton is the chief agricultural and principal money crop. It is 
grown mostly by the natives, north and south of the equator. Palm 
oil is the chief forest product in the Congo and is derived from both 
plantation palms and wild trees. Coffee is also important, with two 
types being raised, Robusta and Arabica. Production of rubber is 
also increasing in importance. Although there are vast reserves of 
timber, the exploitation of these lumber resources is in its infancy. 
Other agricultural products raised in substantial quantities are cocoa, 
fibers, pyrethrum, peanuts, corn, manioc, rice, and sugarcane, 


Mining 


The Congo is one of the world’s important mineral regions and since 
the outbreak of World War II the production of strategic minerals 
has added immeasurably to the prosperity and development of the 
Congo. The Congo is the world’s largest producer of industrial dia- 
monds, cobalt, and high-grade uranium, Other minerals include 
gold, tin, zinc, silver, tantalum, cadmium, manganese, and radium. 
The most important mines in the Congo are the copper mines which 
also contain large cobalt deposits and are centered on Elisabethville 
and Jadotville, the tin mines in the Maniema district, and the uranium 
mines at Shinkolobwe. Industrial diamonds are mined in the Kasai 
and Lubilash River areas. The great Union Miniere syndicate and 
its subsidiaries control most of the mining of the strategic minerals, 


Industry 


As compared to other underdeveloped areas, the Belgian Congo is in 
a very strategic position as regards the basic mineral industry. In 
order to exploit the large mineral resources, the Union Miniere has 
nearly 100 subsidiaries exploring and exploiting certain select areas, 
since all mineral rights are concentrated in this company. The mines 
controlled by this syndicate have very often the most up-to-date 
equipment, hospitals and schools, and transportation facilities. The 
syndicate has also made available immense amounts of electric power 
by building new plants as needed and actually exports power to the 
copper regions of Northern Rhodesia. 

The industrial activity of the Congo, therefore, is predominantly 
associated with the reduction of minerals and the processing of agri- 
cultural materials for export. In the last few years, great strides 
have also been made in the production of consumer goods for the 
native population. 


Transportation 


Because of the vast distances as well as the need for extensive rail- 
way communication to move the ever-increasing supplies of raw 
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materials and minerals, great efforts are underway to expand the 
existing railway systems. Among the great works now being carried 
out in the Congo, and of special international interest, is the construc- 
tion of the last link of the transcontinental railway line. This line 
runs from Dar-es-Salaam on the Indian Ocean to Lobito Bay on the 
Atlantic Ocean and will be opened in 1957 when the bridge across 
the Lualaba is finished. 

In addition to the railway lines, the Congo River and its tributaries 
form the backbone of the Congo’s transport system. Literally 
hundreds of small river steamers criss-cross the great river system 
bringing produce to Leopoldville. Belgian Congo produce leaves the 
country through three great ports, the port of Matadi, 83 miles from 
the Atlantic on the Congo River, the port of Lobito in Angola and 
the port of Beira on the east coast of Africa in Mozambique. 

External airlines Jand at Leopoldville and across the Stanley Pool at 
Brazzaville in French Equatorial Africa. It has recently been reported 
that the Belgian Government has built an overseas capital area at 
Kamina to which it can flee in case of war. At Kamina is also one 
of the largest airports in the world, where many Belgian military 
pilots are trained and which is literally known as the aerial turntable 
of the free world if the Suez route should be lost. Kamina is presently 
being built up as a gigantic military base for the Belgian Army. 


The 10-year plan 


In 1949 the Belgian Government launched a 10-year program of 
economic and social development in the Belgian Congo, calling for a 
total public expenditure originally estimated at 25 billion francs or 
$500 million. The original plan also anticipated concurrent, private 
capital expenditures of similar magnitude, to develop the private sector 
of the economy in mining, industry and commerce. The private in- 
vestment program placed emphasis on the development of railroads, 
highway, and inland water transportation, hydroelectric power, 
housing, native agricultural and pastoral activity, and native welfare 
and educational facilities. On the governmental side, total expendi- 
tures would be, first of all for certain basic installations, such as 
power and transportation; then native housing and education, water 
supply, public health, colonization, scientific research and equipment 
for government services, such as offices, housing for government 
employees and schools. 

In 1954 the original estimates were revised so that at present the 
expectations are that fully 50 billion francs will be needed or $1 billion 
to complete the basic development plan. In general, the major 
objectives have remained virtually unchanged, except that instead of 
10 years, the plan may be stretched out to 20 years. This plan is the 
blueprint for the future development of the colony and is responsible in 
large part for the great increase in imports of heavy capital equipment. 

Expenditures have been as follows: 





Billion Million 





francs dollars 
DE Ri ieehs a inns dod dnsinteteenchinn pines name once tained ges tbinee 1.7 34 
ET ciltcathiodigit 4x ahaa sega agnnamans aiesege bo eam pueierare amas aii mer mere maree 2.9 58 
nF 5 ct SE ha 4h ehh bon sh ish - dsb ob 43 86 
i lr ea Raceline Wa ecae eine nnaatiilin nse siineiitienaih dotiiatad Hime ni 5.7 104 
Beeb. od52. ced LLe. Se UTA... RL Ae dd 6.5 130 
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It is expected that the expenditures per year will average 6.5 billion 
francs ($130 million). 

A short résumé of the accomplishments under the plan cover every 
type of activity in the colony. In transportation assistance was given 
to the development and surfacing of large stretches of highways, the 
building of literally hundreds of bridges, the expansion of quays at 
basic ports, the marking of river channels, the expansion of new air- 
ports, as well as technical improvements in rolling stock on the 
railways. 

Under the plan also four large hydroelectric stations are being built. 

In education preoccupation has been with the provision of pro- 
fessional techniques in the building of large numbers of professional 
schools, not only in mechanics, but also in farming and medical and 
veterinary sciences. 

In public health, hospitals, and bacteriological laboratories have 
been expanded. 

In housing, a special Government Office of African Cities, has built 
literally thousands of new homes for Africans. 

In agriculture, the National Institute for Agronomic Study has 
built scientific research centers throughout the colony for the purpose 
of developing total Congo agriculture, not only in crops, but also in 
programs of stockraising, fishing, retimbering, and the preservation of 
soils. Literally hundreds of small native pilot villages have been 
established. Attention was also given to the development of scientific 
research in cotton, coffee, and palm oil. 

Since the mining industry is latwely under the control of the Union 
Miniere, attention was only given under the plan to new facilities for 
transporting basic raw materials. 

In secondary industry, assistance has been given for buildin 
textile mills, cotton ginneries, cement plants, and for agricultura 
processing plants. 

In the field of international cooperation, valuable work is being 
done by the Commission for Technical Cooperation in Africa South 
of the Sahara, dealing with the main branches of science of direct 
interest to Africa. 


Health 


Among the numerous department heads our party met in Leopold- 
ville was Dr. A. C. C. A. Thomas, Director General for Medical 
Services who spoke about the public health program. This involves 
the creation of 43 new hospitals and improvement of 50 others. The 
Government is also training doctors, nurses, and nurses’ aids—who 
are in very short supply. 

Hospitals visited in Leopoldville by the mission were: General 
Hospital for Natives, General Hospital for Europeans, Central 
Clinical and Research Laboratory, and Tuberculosis X-Ray Survey 
and Detection Center. 

An interesting hospita] system covering a whole river basin is 
known as the Foreami organization, affiliated with the Colonial 
Health Service. This organization is a monumental demonstration 
project of probably the most disease-ridden area in the world. Through 
the courtesy of the Director General of the Belgian Congo Medical 
Service, and as the guest of Dr. Jean Burke, the Director of the 
Foreami program, our medical specialist, Dr. Hodgson, was privileged 
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to take a 6-day 1,200-mile trip by automobile through the Kwango 
Basin to inspect the project. 

An extensive network of medical centers, clinics, and maternity 
centers are scattered throughout all the provinces with over 600 
registered physicians available. General hospitals number over 400. 

Infectious and parasitic diseases are very prevalent as well as 
malaria, sleeping sickness, leprosy, and tuberculosis. 

Schools for training indigenous medical assistants, male nurses, and 
health inspectors are provided. Special efforts are being made to 
train midwives and assistants. 


Education 


In the Congo approximately a million African children are in primary 
and secondary schools (some 50 percent of the school-age population). 
The Belgians have reputedly attempted to build a broad base of mass 
education before introducing schools of higher learning. It had been 
said that the Belgians proposed to give the Africans only such training 
as to make them useful with their hands but this did not prove to be 
quite accurate. Our party attended the ceremonies at the interracial 
University of Louvanium which marked the start of this school’s status 
as a University College. The rector is Canon Gilon, a charming and 
dynamic Jesuit of about 35 who is a recognized nuclear physicist. 
All the results of this experiment were so successful that the Belgian 
Minister of Colonies has announced plans for a second university 
to open in the Eastern Congo at Elisabethville. 

Since most of the education for Africans is in the hands of Catholic 
and Protestant missionary societies it is not surprising to learn that 70 
mission’s organs are published in the vernaculars. There are only two 
African-owned dailies. Political discussions are not printed, hence 
the Belgian Congo inhabitant does not have much opportunity to read 
what other dark-skinned people in Africa are doing about attaining 
independence. 

Apart from the schools for whites there are 24,000 state, private, and 
mission schools with an enrollment of over i million pupils. There 
are 283 vocational training schools and 20 agricultural schools. 


Ruanda-Urundi 

Ruanda-Urundi is a former German territory now under United 
Nutions Trusteeship and administered by Belgium as part of the 
Belgian Congo. Situated on the eastern border of the Congo, it 
occupies an area slightly larger than the State of West Virginia and is 
inhabited by more than 4 million people—making it one of the most 
densely populated sections in East Africa. Our party flew from 
Leopoldville to the capital, Usumbura. 

This area, interestingly enough, is the home of some of the smallest 
and some of the tallest people in the world. It is inhabited both by the 
Ituri Pygmies, whom we did not see, and the Watussi Tribe, reputedly 
the tallest people in the world. 

The Mwami (king) of the famous Watussi was in Europe during our 
visit but we had an audience with the Queen Mother, who received 
us and arranged for a performance of the internationally famous 
Watussi tribal dancers. 

One of the leading anthropological museums in Africa deserves spe- 
cial mention—the Social Science Section at Astrida of the Institut 
Pour Les Recherches Scientifiques En Afrique Centrale (IRSAC). 
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The director, Dr. Jacques Macquet, is one of the best-known sociolo- 
gists working in Africa. 

Of further note was our visit to Bukavu, the capital city of Kivu 
Province, a boom town and having a larger per capita income even 
than has Leopoldville. In this area large numbers of settlers have 
been coming and establishing themselves and there seemed to be much 
talk among their leaders about voting rights and local representation 
which were denied them by the Belgian administration. 

Elisabethville 

Our mission flew south from Usumbura to the southermost “‘toe’’ 
of the Belgian Congo, under which lies an extremely rich belt of 
copper ore. ‘The capital of the area is Elisabethville, founded in 1910 
and named for the Queen of Belgium, the wife of King Albert I. 

This is an area that owes its prosperity to mining operations, many 
of which are controlled throughout the Congo by the great Union 
Miniere syndicate. At each of 3 mines during the 2-day stay our 
party saw and inspected the modern schools, hospitals, and social- 
service centers built and maintained by the company. 

The Prince Leopold Mine, one of the richest base metals mines in 
the world, was also on the tour. It produces some 290,000 tons of 
concentrate per year containing 30 percent pure copper and 165 ,000 
tons containing 54 percent pure zinc. These Belgian mines and the 
copper mines just across the border in Northern Rhodesia contribute 
much to the strategic metals production of the Western World and to 
the prosperity which permits the Congo to buy from the United States 
a volume of goods second only to its purchases from its parent coun- 
try—Belgium. 

The Union Miniere has an outstandingly good record of dealing 
with its employees, and will do everything possible to keep its labor 
force healthy, happy, and therefore producti ive. The success of their 
system may be judged (a) by the company’s high profits; (6) by the 
low labor turnover; and (c) by the fact that the g great-grandchildren 
of men recruited between the wars are now Ww orking for the company. 
Our party was unable to obtain permission to visit the famous ura- 
nium mine of Shinkolobwe, reputedly the world’s greatest uranium 
ore mine. 

Our mission also visited Reverend Persons, the head of the American 
Methodist Mission in the Congo, who told us about the schools, youth 
hostels, training centers, hospitals, clinics, and leper camps operated 
by his mission conference, as well as by other missionary societies 
in the Congo. 


Trade 


One cannot visit the Congo without noticing the vast quantities of 
coffee, cobalt, copper, manganese, and other strategic minerals, such 
as industrial diamonds, which the United States imports from the 
Congo. Equally noticeable are the vast quantities of American 
machinery and vehicles to be seen in the various sections that we 
visited, and especially the mining equipment in the Copper Belt. In 
fact the United States is the second largest supplier of industrial equip- 
ment to the Congo. 


Impressions and social developments 


During the 8-day visit our mission went from deepest jungle to the 
scenes of the most modern extractive industries. Prosperity was on 
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all sides, and there seemed to be great harmony in everyday relations. 
One gained the impression, however, that although the Belgian 
Congo exercises a strict paternalistic attitude toward the “indigénes” 
the same attitude exhibited toward the white settlers is unconsciously 
causing a deep-seated feeling of repression and that sooner or later 
the settlers and townspeople will demand their rights to govern them- 
selves. There seemed to be much resentment at the absentee owner- 
ship, especially of the stockholders in the great mining enterprises. 
Sooner or later and quite inevitably, the African workers, without 
which all this prosperity would be nonexistent, will also demand 
their rights to form their own labor unions. 

Education seemed to be on a level which did not encourage the local 
people to have an adequate share in the administration of their own 
country. There was little evidence that many educated Africans had 
been overseas. Surely, overseas educational scholarships in large 
numbers could well be made available. There was no apparent con- 
flict between the whites and Africans, due primarily to the repressive 
paternalistic administrative attitude of the Belgian Government 
toward all alike. 

In talking with many Government officials, one had a sense that 
even they felt that much of the extractive industries of the Congo 
was not on behalf of the indigenous people but was for the benefit 
of the Belgians themselves. Should this feeling of exploitation by 
absentee owners become a potent force among the Africans as well as 
among the white ‘‘settlers’’ possible future difficulties will inevitably 
loom large. 

As word of the newly independent African states is brought to the 
Congo, there might come the same nationalist urge that is rising in 
every area of this vast continent. However, due to the economic 
advancement already in existence in the Congo, the development of a 
future independent state may take a form widely divergent from that 
currently arising on the West Coast. 

Segregation has been banned in the restaurants and, in the matter 
of race relations, a new system has been inaugurated by which Africans 
will be able to acquire “first class’’ citizenship. As soon as any African 
has demonstrated that he is currently living and wishes to live accord- 
ing to the white standard of living, he is given a ‘‘carte d’immatricula- 
tion’’ which entitles him to all the privileges of the white citizen. This 
“evolving” process has some bad flaws, however, in that the African 
who has achieved this status often does not receive the comparable 
higher salary which the European receives although he is liable for 
taxes on the higher European scale. One delightful young African 
working in a business office who had ‘‘evolved’’, told that he was 
seriously thinking of “‘reverting’’ back since his new status had so far 
gained him only increased taxes and no increase in salary. Being 
unable to pay the higher taxes he wished to recapture the benefits of 
his native status. 

The impression gained in Leopoldville was that sooner or later the 
Belgian Government will have to extend the franchise to its citizens 
in the Congo. Elsewhere in Africa one notes how the Africans have 
asked for and are being trained for self-government, whereas in this 
most prosperous colony self-government is denied even to the so-called 
privileged whites. 











51 


AFRICA, SOUTH AND EAST OF THE SAHARA 


f 
i 
L 


~~ 


Z . 
/rueunend 


VOrdAV HLNOS 


sonbsow O2ue2N07 | 


\ 


CINVIVSVA 


uegueyu 


NVIWIO 


NVIGQNI 





senpeeitie”s 
Cy 0 ech me, 
a " banqseuunyor 


INV TIZV MS 
a 


>= 


DIOjaIg 


Say 


PE IVVASNYY 


Bur Q81212%4° 


a? 


Z| 


POD d im “1/1445 


“i 


” 


rACMBING 


VISHAOHY 
NYAHLNAOS 


Aings jos 


Res 


aiAjuo}g o 


uopuo™y js0Q — 


uoysBurary 


yeqoriZ Yo . 


A3adOH qaoogo 


UMON femny 
sey eq 
- ° 
ALVIS YW 
ne \ Ve 
qaud 


9 
N@LNOIN301¢ 


JIONY 


2) 
YZ 
kx 


1a 


“ewosuon Jwourrieg 


wiooysypng ° 


~ UMNO] ado) 
10 AY DD 


Seuiajea 


fAV HLAOS 


nN. 
“io us 


eros o 


uoywuidy : 


( NOINA 
° 


f) Pveuir any 


/ 
a a 
“f, DNIWS4VN 


 °seucseqen 





GNVIVNYOBR 


<n! 


ne 


Cunew 


Vain, « 
S}JO OOIDIA, 
Ata 
"Woes peegy 0? 
; \. 


TLS. 


Ye 


Vv 





yosn x wory 


te ~- 


suewyae 
i dooysuewjeey 


od 


eves)? 


oe | ® 


° 
mueuD 


‘u1a}U0JIOOIDH 


ee 
SIT 


es 
| 
| 
| 
| 


G7)" 





Se 
MIOHANIM 


“HINOS 





(PG-E UOIS|AeH 1844) 16-8 ELIT 


SILNVITLY 


a 


! 


\ 


AVG SLATV™ 


Se 


\ 


\ 








FEDERATION OF RHODESIA AND NYASALAND 


In the Union of South Africa racial segregation has the force of law, 
hence visiting the new Federation of Rhodesia and Nyasaland was 
particularly interesting since this Federation was founded nominally 
on the basis of racial partnership. One cannot overemphasize the 
importance of this partnership attempt, since it is being pursued in a 
country bordering on the Union and with problems at least as severe 
as its southern neighbor. This new concept in race relationship is being 
followed with keen interest in those British territories on the verge 
of self-government as well as by the leaders of those areas whose self- 
determination may lie in the not foreseeable future. 


The land and people 


Situated in south central Africa, the newly created Federation covers 
an area officially estimated at 485,000 square miles. This area is larger 
than the Union of South Africa to the south and exceeds in area the 
combined American States of Texas, California, and New York. 

It is bordered on the south by the Union of South Africa, on the 
west by the Bechuanaland Protectorate and Portuguese West Africa, 
on the north by the Belgian Congo and Tanganyika and on the east 
by Portuguese East Africa. The Federation comprises three states: 
Southern Rhodesia, Northern Rhodesia, and Nyasaland, and the en- 
tire federal area lies within the Tropics. Most of Southern and 
Northern Rhodesia have an altitude of between 3,000 and 5,000 feet 
above sea level. Climatic conditions, therefore, favor permanent 
European settlements. The main rainfall throughout the area is 
concentrated in a season extending from about November through 
March. Average rainfall is in the vicinity of 25 inches per year. 

The Federation has no great natural waterways to provide access 
to the sea, although certain river and lake areas are navigable; for 
example, the Zambezi River, Lake Nyasa, Lake Bangweulu, the 
Luapula River, and the Chambesi River. 

Official government estimates show there has been an enormous 
increase in the number of inhabitants since 1939. Population esti- 
mates are: 


II aa Dececencad cy aac coer aa Seek pnd ale asinw bea Lecncas ieee a bed ol it~ dbase 4, 698, 400 
a ee hs ws abil etn bic cs Wade ay alles Bree cat a ig Ge DL ai eine doles 5, 530, 500 
WN tes ch eens dint tious a a a ee Pian tite aaa See aoe 6, 707, 500 

During the same period the European population increased from: 
ie es SSeS. Slide neds Jouko eG RGR hes Ue eek 78, 900 
Ee iol ite yi pica on cs Sanna decaneda cea yokes ease k 107, 500 
DN ii heath ah cette deen aise hae nae ee 213, 500 


The population is divided approximately evenly among the three 
separate states comprising the Federation. European immigrants 
come largely from the United Kingdom and the Union of South 
Africa. Because of the substantial industrial opportunities in Southern 
Rhodesia in the immediate postwar years, the number of whites in 


52 











AFRICA, SOUTH AND EAST OF THE SAHARA 53 


Southern Rhodesia doubled in that short period of time. However, 
immigration has sunk to less than 2,000 per year. The contrary is 
true for Northern Rhodesia, because of the enormous expansion in 
mining. 

African migration of a temporary nature assumes great proportions 
because workers leave their homelands—usually returning after 2 
years. The lure of life close to the centers of European ulation, 
coupled with the relative difficulty of life in the ssanannniad African 
reserves, is contributing to the detribalization of more and more 
Africans. This problem has within the last 3 years become the 
Federation’s greatest headache. 

The Africans of Southern Rhodesia are somewhat more advanced 
than those of Nyasaland or Northern Rhodesia, having had more 
contact with the industrial life of the whites. On the other hand, in 
Northern Rhodesia, the Africans are rapidly becoming acquainted with 
European life because of the everexpanding needs of the mines. In 
Nyasaland the Africans have had less contact with the whites, although 
the so-called peasant class of African farmers is more independent be- 
cause of his labor on individually owned land in producing cotton, 
peanuts and corn. 


History 


Cecil Rhodes was largely instrumental in the settlement of the two 
Rhodesias. In 1889 Rhodes obtained charters from the United King- 
dom Government, on behalf of the British South Africa Co., entrusting 
the company with the administration of Northern and Southern 
Rhodesia and granting it all mineral concessions in these two terri- 
tories. The chartered company administered these two territories 
separately. 

In 1923 a referendum was held concerning the incorporation of 
Southern Rhodesia with the Union of South Africa, but the inhabi- 
tants voted against union. Britain annexed the territory formally 
and granted it local self-government. Despite the fact that the 
British South Africa Co. relinquished administrative authority it 
retained its ownership of mineral rights throughout Northern and 
Southern Rhodesia. In 1933 the Southern Rhodesia Government 
paid the chartered company £ 2 million sterling for these mineral 
rights. The mineral concessions in Northern Rhodesia are still main- 
tained by the chartered company, but automatically revert to the 
Northern Rhodesia Government in 1987. 

Nyasaland was settled because of missionary penetration, and in 
1891 was declared a British protectorate. 

Since the three territories were contiguous, were economically inter- 
dependent because of the need for coal and labor, and had need for 
the unification of governmental functions dealing essentially with the 
same problems, and without unnecessary duplication of activities, 
suggestions for amalgamation seemed to be very appropriate. A 
movement for fusion of the three territories has been in existence since 
the Boer war. At first, proponents advocated outright amalgamation 
and the British Government considered these proposals in an affirma- 
tive light. Thus, in 1927, an official Commission recommended 
union. In 1939, the Bledisloe commission recommended the estab- 
lishment of a regional organization so as to promote increased inter- 
territorial cooperation in social and economic matters. At the end 
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of the war, in 1945, Britain established a standing Central African 
Council to promote cooperation in all matters of common interest 
between the three areas. This standing council has its headquarters 
in Salisbury, and consists of the Governor of Southern Rhodesia, 
4 official members from each of the 3 territories, and 2 unofficial 
members from Northern Rhodesia and Nyasaland. 

In 1949 a conference was held at Victoria Falls for the primary 
pore of discussing a federation which came into actual existence on 

eptember 3, 1953, after a referendum was held in all three territories. 
On July 1, 1954, the official transfers of all responsibilities were con- 
cluded and the Federation of Rhodesia and Nyasaland became a 
working entity. 
The federal union 


The administration of this federal territory is as follows: the 
ars of mee is represented by the Governor General of the 
ederation. ‘The Cabinet of six is presided over by the Prime Minister. 
The members of this Cabinet are drawn from the Federal Assembly 
which consists of 35 members. This Assembly is made up as follows: 
(a) Twenty-six elected members of whom 14 are from Southern 
Rhodesia, 8 from Northern Rhodesia, and 4 from Nyasaland. 

(6) Six African members, two elected from each territory. 

(c) Three European members charged with special responsi- 
bilities for African interests, of whom 1 is elected in Southern 
Rhodesia and the other 2 are appointed, 1 each by the Governors 
of Northern Rhodesia and Nyasaland. 

There is one standing committee of the Federal Assembly known 
as the African Affairs Board (AAB) consisting of 3 European members 
representing purely African interests as well as 1 elected African 
member from each of the 3 territories. The functions of this Board 
of 6 are to make representations to the Federal Government on matters 
of interest to Africans only, and to assist the 3 territorial governments 
in studying such matters. 

The Federal legislature has power to make laws on external affairs. 
defense, immigration, financial and economic affairs, interterritorial 
roads, railways, European agriculture in Southern Rhodesia, posts 
and telegraphs, education, except African primary and secondary 
education and Federal Courts. In addition, the Federal and three 
territorial legislatures make laws on the development of industry, 
electricity, scientific and industrial research, health, town planning, 
archives, census, and statistics. 


The territorial governments 


Southern Rhodesia is formally described as a self-governing colony. 
It has a single chamber Parliament of 30 elected members with a 
Cabinet selected from this Legislative Assembly. The only inhibiting 
factor on the full responsibility of Southern Rhodesia for its own 
affairs is that differential legislation with respect to treatment of 
Africans and Europeans is reserved to the British crown. After the 
transfer of many functions to the Federal Government, Southern 
Rhodesia is still responsible for African administration, local govern- 
ment, justice, police, territorial finances, and roads as well as mining. 

Northern Rhodesia and Nyasaland are regarded as two protecto- 
rates and are administered by the British Secretary of State for 
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Colonies, on behalf of the United Kingdom Government. The 
responsibilities of the territorial governments of the two territories are 
very similar to those of Southern Rhodesia. These two territories 
do not have an elected legislative assembly but rather have nominated 
executive councils and assemblies. 

In Northern Rhodesia the Executive Council consists of 5 official 
and 4 unofficial members presided over by the Governor. The largely 
elected Legislative Council has a speaker, 8 official members, and 18 
unofficial members, including 4 African members. 

In Nyasaland the Executive Council consists of 4 official and 2 
unofficial members presided over by a Governor. The Legislative 
Assembly is partly elected and consists of 19 members, 9 of them 
one officials; the remainder includes 7 Europeans, 1 Asian, and 2 

ricans. 


Economic developments in the Federation 


The economy of the Federation is very diversified and depends. in 
large measure on the mineral substructure, especially copper and coal, 
and on agricultural production of export crops, such as SO HRD, cotton, 
as well as food production for the African peoples. The manufacturing 
sector of the economy has expanded by leaps and bounds since World 
War II, due to the introduction of large numbers of small industries 
producing consumer goods. The mining sector also has made enor- 
nous strides due to the extraction of basic ores, such as copper, cobalt, 
and chrome, as well as the utilization of new electrical supplies in the 
refining and smelting of these ores 


Agriculture 


The agricultural policies of the Federation are designed to encourage 
maximum self-sufficiency in basic foodstuffs. Yet the pattern of 
agriculture is a very complicated one—due to the division between 
European and African agriculture. Many Africans farm for subsist- 
ence purposes only, but a growing number of African farmers are 
producing surpluses for sale, especially in Southern Rhodesia and 
Nyasaland. In Nyasaland the production of many commercial crops 
is in the hands of overseas-owned plantations, but the African pro- 
duces most of the cotton and fire-cured tobacco. All three territories 
grown corn and tobacco. Nyasaland also produces tea and cotton. 

Nyasaland is almost entirely an agricultural country. In Northern 
Rhodesia also the Africans are almost entirely engaged in agriculture, 
except for the large numbers diverted to the mines. The position is 
different in Southern Rhodesia, where European agriculture is admin- 
istered by a separate government department, and the Native Affairs 
Department supervises African agriculture. 

ne of the main influences bearing on agricultural development 
during recent years has been the very rapid growth of population with 
the government, by means of demonstrators, trying to influence 
African farmers to raise the fertility and productivity of the cultivated 
land. The biggest food crop is corn, although rice, ground nuts, and 
cassava are also grown. Tobacco is the most important cash crop, 
with more than 100 million pounds annual production. Corn is 
exported by Nyasaland to Southern and Northern Rhodesia, and 
a specific effort is being made to encourage the production of wheat 
and flour. Cotton production has expanded very rapidly. Cattle 
production will expand as soon as tsetse-fly areas are cleared. 
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Mining 

Important minerals are copper (annual production over 400,000 
tons) lead, zinc, asbestos, coal, chrome ore, gold, and tungsten. The 
only impediment to the expansion of copper mining is the ever- 
present unsatisfactory coal-supply position. The mines need approxi- 
mately 80,000 tons of coal per month, but supplies total scarcely 
50,000 to 60,000 tons so that woodburning has been resorted to 
extensively. Great efforts are underfoot for the production of addi- 
tional power supplies so as to improve the general mine output picture. 

Railway facilities are also being expanded with possible double- 
trackage to the port of Beira on the east coast and the Intercontinental 
Line to Lobito on the west coast. A new line has just been finished 
connecting the port of Lourengo Marques on the east coast with the 
railway system of Southern Rhodesia. 
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Industry 


The most important industries are those of processing tobacco and 
cotton, textile, and metal products. A significant interest by the 
government in private enterprise is evidenced by such subsidiaries as 
the Cold Storage Commission, The Cotton Research and Industry 
Board, The Electricity Supply Commission, the Rhodesia Iron and 
Steel Commission, and The Sugar Industry Board. 

Southern Rhodesia is the only area which has developed a manu- 
facturing industry of significance. Of great importance is the supply 
of power to be obtained from two new sources, namely the Kafue 
project and the Kariba Gorge power station. This latter project is 
being substantially assisted by a loan from the International Bank as 
well as commitments by the copper mines, who stand to benefit sub- 
stantially from the new power source. 


Trade 


The chief buyer of the Federation’s products is the United Kingdom, 
she is also the chief supplier. The Union of South Africa is the 
second most important supplier to the two Rhodesias, whereas India 
is the second most important supplier to Nyasaland. 

Of particular interest to us, of course, is the trade with the United 
States. United States exports to the Federation were: 


chek. 661. ote lene dun Lawes dns wha cele tent ankels <> ae $11, 174, 000 
SPIE ick reid Ae Ecclisia eA ia rite ae Ma a My a a ee bien cepew es 8, 314, 000 
BOE. asad ot cc aka cas Dhap ne Tene ape ese tae 10, 397, 000 


The most important items of export by the United States are rubber 
products, paper products, lubricating oils and greases, metal products, 
industrial machinery, automobiles, tractors, roadbuilding equipment, 
parek power equipment. United States imports from the Federation 
totaled: 


SORRUUIO! . Sle pesssd wn eeddasss danced; be- rte dnd etees $29, 955, 000 
ited 556-0 hd te ahead eta vreden cme neaninsiienn ene otmarien 70, 537, 000 
GREE ae “PN  e, AnRCeeah aiRe _mpitpem ee ae origin saencie Phyl it 47, 168, 000 


Major items of United States import are unrefined copper, lead, 
chrome ore, asbestos, tobacco, tung oil, and raw hides. The Federa- 
tion controls imports by means of periodic exchange allocations to 
the nonsterling area. Thus, most of its imports and exports are 
directed toward the sterling area. Of great interest is the African 
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market because fully one-fourth of the national income is earned ‘by 
them. This market naturally deals with consumer goods, but 
specific efforts are being made to raise the income of the African 
workers. The African is a great imitator and this applies to his 
purchasing habits also. Hence, in the urban areas, African workers 
tend to apply their savings to purchases of so-called European goods. 


Education 


The Federal Government supplies elementary schooling free to all 
classes. Many mission stations have free mission schools. The Fed- 
eration has one university in Salisbury open to all students regardless 
of race or color. This imstitution will draw students from all over 
southern and central Africa. Africans, Asiatics, and Europeans will 
be treated equally. Their success will be watched closely by both the 
West Coast and South Africa. Should this prove to be a great 
civilizing instrument in the partnership concept, similar institutions 
will be begun in Tanganyika and Kenya. 

Health 


Modern hospitals are maintained by the Federal Government in all 
major centers of population, and assistance is given in all African 
areas against tropical diseases, such as bilharzia and malaria. The 
mining companies also have extensive sanitary projects for their em- 
ployees and dependents. 

Wherever possible our mission visited hospitals specifically in: the 
African areas, also health facilities in the native townships. Our 
mission was most pleasantly surprised at the up-to-date dispensaries 
and cottage hospitals maintained by the mining companies, for ex- 
ample, on the Copper Belt. 

All doctors still come from the Union or overseas but nurses’ 
training facilities are being rapid)y expanded, especially in mission 
hospitals. Due to the enormous strides made in the primary and 
secondary education fields, many more African girls are grasping at 
the opportunities of training for service as midwives and nurses 
amongst their own people. Mission stations have had an enormous 
influence in this aed It was the privilege of some members of 
the party to spend a quiet weekend at a tranquil mission station 
enjoying the amazing capacity of these simple upcountry Africans 
to assimilate our modern ways. 

Development plans 


Since 1952, the United Kingdom Colonial Development and Welfare 
Fund has set aside large sums of money for development of British 
overseas territories. Money was made available in Nyasaland for 
tobacco and tung culture, and in Northern Rhodesia for a cement 
factory. 

Various development plans have been included in the budgets of 
separate territories. In Southern Rhodesia a 4-year plan envisioned 
the expenditure of $200 million for the building of roads, bridges, the 
expansion of railways and demonstration stations for native egricul- 
ture as well as laboratories against disease. A large loan also was 
obtained from the International Bank for Reconstruction and 
Development. 

In Northern Rhodesia a 10-year plan (1947-57) envisions the 
expenditure of nearly $150 million in agriculture, forestry, rural 
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development, water, roads, public works, African housing, and social 
services. 

In Nyasaland the 10-year plan has not been too successful, but 
large sums of money have been made available from the Colonial 
Development and Welfare Fund ($25 million). These funds will be 
used in African housing, social services, transportation facilities, and 
toward developing African capabilities in agriculture, forestry, 
fisheries, and husbandry. 


Outworking of the partnership ideal 


In the matter of race relations we were particularly interested in 
the racial partnership which was evident on all sides. Not only were 
the reserves being held exclusively for the Africans, but also intensified 
efforts were being made for housing in towns, educational facilities 
and African representation in the constituent assemblies as well as 
in the Federal Government. 

On all sides one noticed that Government agencies dealt with 
African affairs and leadership training so as to safeguard the interests 
of the nonwhite people. In fact Government officials seem to stress 
the point that the Federation might become even more than West 
Africa, the showplace of racial integration on the Continent. 

Here and there one noticed indications of the same type of racial 
segregation sentiment as was evident in the Union of South Africa, 
but it seemed insignificant when compared with partnership efforts. 

The racial problem affects every level of society in the Federation. 
It has come to somewhat of a focus in the copper-rich mining areas of 
Northern Rhodesia. 

One mining group, with a large element of South African control, 
has taken a stand favoring retention of an industrial color bar. The 
other group, with substantial American interests, has courageously 
taken the opposite view, holding that Africans must advance, and 
that the way to bring this about is not by waiting for time-wasting 
strikes. Maintaining this position involved a break not only with 
the white mineworkers’ union, but also with the other mining group. 
This last was a remarkable step, since the two groups had always 
acted together in such matters. In our opinion this group has done 
a great deal for the cause of future racial harmony in Africa, and news 
of the part played in the struggle by Americans should be more widely 
disseminated. 

We regretted the insufficient efforts of our United States Infor- 
mation Service. On the other hand, we wish there might be in the 
United States much more information on the Federation. Through 
the efforts of our governmental publicity departments and those of 
our travel and tourist bureaus, to say nothing of commercial adver- 
tising, much could be done. 

In Salisbury it was our pleasure to express appreciation of the 
general good will as well as the determination of government and 

eople alike to bring forth a viable multiracial state in central Africa. 

he racial policy issue as exemplified in the Federation may well 
determine the success or failure of the struggle between the forces of 
racial evolution as epitomized by the extreme nationalism of the Gold 
Coast and on the other hand by the forces of white supremacy in the 
Union of South Africa. The Federation’s constitution guarantees 
partnership. The Europeans are striving to make this ideal work and 
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the African people are wholeheartedly determined to make themselves 
worthy of the part they are to play. The women especially seemed 
to be making the most of the opportunities made possible to them, 
as evidenced by the large numbers enrolled in literacy classes, in 
maternal clinics, in sanitary training courses, in nurses’ training and 
community rehabilitation schemes. Certainly, partnership will not 
fail because of the efforts of the African women. 

Our mission visited the Copper Mine Belt and capital city of Lusaka 
in Northern Rhodesia; we spent some time in Salisbury, the capital of 
Southern Rhodesia, but we were unable to proceed to Blantyre the 
capital of Nyasaland. 

Everywhere we had interviews with government officials from the 
highest to the lowest levels. We spoke to industrialists, farmers, 
educators, doctors, missionaries, labor leaders, and African chiefs. 
We came away with a firm impression that all the people seemed to be 
obsessed with a spirit of almost missionary zeal to make the Federation 
work on all levels. 


United States grants and loans 


The United States through the Economic Cooperation Administra- 
tion and the Mutual Security Agency has made sizable grants to the 
Federation specifically for the purpose of mineral research and strategic 
mineral production, such as cobalt. American scientists have been 
recruited with Economic Cooperation Administration funds to make 
a topographical and geological survey of the region. The financin 
of the new railway line to Lourenco Marques has been achomaaakad 
under the Defense Materials Procurement Agency of the United States. 
The technical assistance program is also being expanded, especially 
in the fields of agricultural, veterinary education and tropical diseases. 
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PORTUGUESE WEST AND EAST AFRICA 
ANGOLA AND MOZAMBIQUE 


Both territories are considered as Overseas Provinces of Portugal 
whose administrations merely implement and execute the policies 
formulated in Lisbon by the Overseas Ministry. Of necessity our 
visits were of short duration being confined principally to the capital 
cities of Luanda in the west and Tins Marques in the east. In 
both areas our mission received a most enthusiastic welcome. We 
were deeply grateful for the generous expenditure of time and energy 
of everyone we saw in an attempt to acquaint us as fully as possible 
with an overall view of the economy of each country, its problems 
and its hopes. Certainly the evidences of contrast between these 
two colonies themselves, let alone the variant colonial policies as 
applied in distinct contrast to the British, French, and Belgian policies, 
made our short visits more than worthwhile. 


Cultural assimilation 


The Portuguese concept of racial relations is characterized by the 
fact that, as a matter of principle, the dividing line between whites 
and Africans is drawn, not by the individual’s color of skin but by 
his degree of cultural evolution. Many Portuguese officials were most 
eager to point out that the racial problem in Africa can be solved by 
the Portuguese formula of gradual “‘assimilation.’”? Thus, the African 
population can become part of the political community of the Portu- 
guese nation. 

Every African who has risen above the line clearly dividing the 
so-called civilized and uncivilized and who can prove that his mentality 
and way of life are no longer determined by the primitive customs of 
his forebears and that he has become Europeanized in his thinking and 
acting, receives full Portuguese citizenship, with all the pertinent rights 
and duties. He receives equal rights with Europeans. He is paid 
the European rates of wages and his children attend Portuguese schools 
along with European children on an equal footing. 

The decision of whether or not he fulfills the necessary conditions 
is up to an examining body composed of an equal number of white 
Portuguese and assimilated Africans whom the candidate must con- 
vince that he can read, write and speak Portuguese, that he has lived 
according to the European way for some time and that he is financially 
capable of maintaining this style of life. 

The civilized people are Portuguese citizens; whereas the uncivilized 
occupy a special status which implies that certain restrictions have 
been put on them. This status protects them from the application of 
legal codes that are designed for European conditions and are unsuited 
to the mentality and way of life of the unassimilated. 

Thus, two types of schooling are provided, one for the civilized 
and one for the unassimilated. When discussing this principle, we 
were reminded of the formula coined by Cecil Rhodes “Equal rights 
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for all civilized men.”” The Portuguese system of assimilation comes 
closer to realizing this principle than any other racial policy in Africa. 

In discussing this principle it was evident that in British Africa, 
Africans were Sealand by participation for eventual self-government; 
under the French system, a measure of local government and repre- 
sentation in the French Government was permitted; in the Belgian 
Congo a type of assimilation was also being practiced but under some- 
what superior economic conditions, yet, without the social privileges 
which the Portuguese system guaranteed. 

The vast majority of Africans still living in their primitive rural 
settlements and with low levels of development are not concerned over 
the Europeans occupying a higher sphere, but for the relatively few 
who desire to evolve and who are capable of evolving to a European 
status, the Portuguese hold the doors open. On the other hand, there 
is @ certain strict control exercised over the uncivilized. These con- 
trols consist of a thorough registration extending to the country’s 
remotest corners, combined with a continuous surveillance of the labor 
market in all parts of the Province. The Africans may change their 
residence only with the permission of the proper local authorities and 
the permission is given only for places where the African is likely to 
find employment in his particular line. Each African has to carry an 
identity booklet listing his former and present employers, as well as 
the possible travel instructions issued to him by the Government. 
No employer may engage an African whose papers are not in order. 
The Portuguese have actually succeeded in preventing an overpopula- 
tion of the cities at the expense of the rural areas; and have controlled 
the migratory movements of the Africans and have avoided unem- 
ployment and a restless proletariat in the cities. 








ANGOLA 
The land and people 


Angola, lying just south of the Belgian Congo, is bounded on the 
north and east by the Belgian Congo and Northern Rhodesia, and on 
the south by Southwest Africa. It is an area comprising 481,352 
square miles, or roughly 12 times the area of the State of Ohio. The 
greater part of the province lies above 3,000 feet and these highlands 
are considered suitable for European settlement. According to the 
latest census (1950) the population of 4,145,184 consisted of 78,903 
whites (mainly Portuguese), 29,550 half-castes, and 4,036,547 Africans. 
The principal centers of population are the ports of Luanda (capital), 
Lobito and the neighboring cities of Benguela, Mossamedes and the 
inland cities of Malange, Nova Lisboa, Silva Porto, and Sa da Bandeira. 


Government 


Angola enjoys by law admiaistrative decentralization; in other 
words, it is administered by a Governor General with the advice and 
assistance of a Council of Government. The Governor General is 
appointed by, and is responsible to, the Ministry of Overseas Provinces 
in Lisbon. The principal function of the local government is that of 
implementing the policies already formulated in Lisbon. The local 

overnment itself can merely make recommendations for future 
egislation. 


Economic developments 


The economy of Angola is based largely on agriculture, which exer- 
cises a major influence on its development, the balance of payments 
and international relations. 

The Africans adhere to the age-old system of largely subsistence 
agriculture, and many are unwilling to leave their native villages to 
work for wages. In agriculture and industry there is an enormous 
shortage of semiskilled labor. 

Coffee, sisal, sugar, and cotton form the principal agricultural ex- 
ports, but in keeping with the fundamental relationships between 
Portugal and Angola, exports to foreign countries are restricted to 
quantities saaileite in excess of Portuguese consumption requirements 
as fixed annually by quota in Lisbon and at prices that are considerably 
below international quotations. 

Coffee is by far the most important agricultural crop, and great 
efforts are being made to expand the plantations. For example, in 
the new settlement at Cela, where several hundred Portuguese farmers 
are being settled, each small farmer has to devote 2 acres to coffee. 
Cotton is grown almost exclusively by nearly 60,000 African producers. 
Industry 

Industry consists mostly of processing certain raw materials and 
a few small factories to supply building materials and textiles. The 


highlands seem to be appropriate for cattle raising and thus United 
States Marshall plan aid funds totalling well over $600,000 have been 
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earmarked for certain projects for meatpacking. Due to the fact that 
investments by foreign companies have to receive the approval of 
the Ministry of Overseas Territories, not many companies have 
attempted to establish new factories in Angola. Strict laws concerning 


the employment of Portuguese as well as the holding of stocks by 
Portuguese nationals apply. 


Transportation 


Roads are few and far between because of the difficulty of pro- 
viding transportation through the highlands although 4 short rail- 
road lines have been built from the 4 major ports to the highlands. 
Only one railroad bisects the country, namely, the East-West Trans- 
continental Railroad with a terminus at Labito. The major airlines 


have feeder lines from Leopoldville, in the Congo, to the capital city 
of Luanda. 


Mining 

The geological resources of Angola are practically unknown and un- 
tapped. However, at the end of 1952 the United States Mutual 
Security Agency financed a special survey from the air by two United 
States firms. 

In general, mining consists largely of prospecting concessions given 
by the government to certain large concessionaires in return for sub- 
stantial shares of future profits. Well over 110 such concessions have 
been made. These concessions cover petroleum, asphalt, manganese, 
diamonds, mica, phosphate, iron ore, and copper. ‘The manganese is 
exported almost exclusively to the United States. Copper is shipped 
mainly to Portugal. 

Trade 


For the last 20 years the foreign trade of Angola has consistently 
shown a favorable balance, except in exchanges with the United Kin 
dom and the United States. Major exports are coffee, diamonds, fish 
products, sisal, corn, sugar, cotton, timber, and palm oil. Imports 
comprise cotton textiles, wines, automobiles, metal products, wheat, 
agricultural machinery, and transportation equipment. The United 
States imports from 3 to 4 times as much as she exports to Angola. 
United States imports from Angola were: 


BOG n cannnpenhemeeained ed acai eabieerindie iene clean $33, 820, 000 
SOs Be ne hk ee a ee atbeng date caleaaeee 46, 051, 000 
es io cbs) Cea GOd i ee LOL eee 43, 254, 000 


Major items were coffee, beeswax, manganese ore, sisal, and fish fer- 
tilizers. United States exports to Angola were: 


J iandnontrotéietesinasnelesetdeshebedessasieieiiaeenne $8, 224, 000 
BE enccesivcocécnaupeapeigecacedsseketueheaenetwaeennaanen 10, 333, 000 
Ee eee ee ee cuss iat Sania cent Sa aang seam 12, 100, 000 


Major items comprised wheat flour, used clothing, petroleum prod- 
ucts, machinery, roadmaking equipment, agricultural equipment 
and medicinal supplies. 

Health 


Although disease is not as rampant as in the more tropical areas, 
leprosy, tuberculosis, malaria, bilharzia, and venereal infections are 
common. Health efforts are somewhat elementary and in nowise to 
be compared to the adjoining areas where clinics, maternity centers, 
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mobile inspection and injection units and sanitary inspectors were to 
be found in all districts. Missions, both Catholic and Protestant, 
operate clinics and ‘‘bush’’ hospitals. Under the new development 
plans hospitals are being built, nurses’ and clinical assistants’ training 
1S being stepped up. Some of the hospitals our mission visited were 
as modern as were inspected anywhere else in Africa. A particularly 
fine little hospital for the mentally-ill had recently been opened. 


Education 


Education in Angola is mostly in the hands of missionary societies 
with somewhat rudimentary and technical education fostered by the 
government for the “uncivilized”. For the “‘assimilated’’ and citizens 
good lyceums or high schools are provided. 

Unlike other areas in Africa, few missionary organs are published 
in the vernaculars. 


Settlement schemes 


Due to the fact that African labor is insufficient to supply agricul- 
ture on a large scale, the Portugal Government has formulated plans to 
settle several thousand Portuguese families in the highland areas for 
the specific purpose of raising food for shipment to Portugal as well 
as for local consumption. At the same time, the small farms of 
approximately 60 acres would also be devoted to raising export crops 
so as to help repay the Government for the expenses of settlement. 
The plans are only 4 years old so that the success or failure has not 
been measured. However, with several hundred families apparently 
making a fairly substantial living the expectations are that the plans 
will be expanded. The Portuguese, however, seem to stress the fact 
that only Portuguese peasants and artisans will be allowed under 
this immigration scheme. Should these projects be successful, 
extensive plans are being made to initiate similar projects for the 
African population, so as to make greater use of available arable 
areas in the African areas, which at present are being allowed to 
deteriorate. This scheme may have the effect of producing a multi- 
racial state such as Brazil, and one that is widely divergent from 
the ideas propounded by the British, the French, and the Belgians i in 
their overseas territories. 


Development plans 

Two partly overlapping development plans for Angola are in 
existence—the 5-year plan (1951-55) and the 6-year plan (1953-58). 

The 5-year plan is in reality the second Angola development plan, 
the first having covered the period 1945 to 1950. This plan is financed 
largely by a 2% percent tax on the amount of customs duties levied 
on imports into the country. Under this plan certain hydroelectric 
projects were begun. There have been the building and equipment 
of airports, port development, the building of roads, and bridges, the 
building and renovation of railroads, as well as supplying water for 
the capital city. Under this plan 1.3 billion escudos ($45,500,000) 
were spent. 

The 6-year plan began in 1953 and expectations are that approxi- 
mately 3 billion escudos ($105 million) will be spent during the 6-year 
period. Major emphasis is being laid on the development of resources, 
the settlement of colonists and communications. The three hydro- 
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electric projects (Malubas, Biopio, and Metala) would also be com- 
pleted and one-third of the total sum has been set aside for drainage 
and irrigation and the settlement of colonists in an area comprising 
approximately 100 square miles in the Cunene Valley. This plan also 
foresees the improvement of the various ports, the extension of various 
railway lines, the installation of various airports as well as substantial 
sums being allocated for agriculture, health, sanitation, water, as well 
as geological and natural resource prospecting. 








MOZAMBIQUE 
The land and people 

Portuguese East Africa, also commonly known as the Province of 
Mozambique, has a total area of 297,654 square miles, or 7 times the 
area of the State of Ohio. It lies on the east coast of Africa, just south 
of the Equator—the greater part of it being in the tropics. It is 
bounded on the north by Tanganyika, and on the west by Nyasaland, 
the two Rhodesias, the Transvaal and Swaziland, and on the south by 
Natal. From north to south the Province measures 1,250 miles—the 
coast having a length of about 1,600 miles; in width it is very irregular, 
varying from 718 miles in the north to 56 miles in the south. 

Physically, Mozambique is divided roughly into three areas: the 
coastal lowlands (41.9 percent); a central plateau varying in height 
between 500 and 200 feet (29.3 percent); and a high plateau on the 
Rhodesian border varying in height between 2,000 and 4,000 feet 
(28.8 percent). 

Climatically, Mozambique has two seasons, a hot, rainy season, 
extending from April through September, and a cooler dry season. 
In the tropical south, where the greatest extremes occur, temperatures 
may vary from 48° F. during the cool season, to 113° F. in the hot 
season. Rainfall is very irregular, particularly in the southern section 
with long, dry periods. 

According to the 1950 census, the total population of the Province 
numbered 5,732,317 people, of whom 91,954 were classified as ‘‘civil- 
ized.”” The “civilized,” according to racial composition, consisted of: 


ee cad a 0 as ai ee iin oh on i arden ene eretee aT aa ated ie soon an 48, 213 
NE ou), ob ee sa Chk etek a babu whens aaea seb baeathn wee 1, 613 
Pee Oe 8b is etic coe ute bn cob Sai oe. Sela 12, 630 
I 5 hn St ae 5 is = dace isch os gehen able ek as Sa ee ne oe 25, 149 
NOREEN, | TROON i a can as i ae cb tae ng od sll amaie Rec aibes 4,.349 


The so-called uncivilized are divided into large numbers of tribes, 
divided into stages of civilization, some of which are the lowest in 
Africa. 

The non-European, ‘‘civilized’”’ population, comprise Portuguese 
Indians from Goa; Indians and Pakistanis and Portuguese Chinese 
from Macau; half-castes and “assimilated” Africans. ‘The Indians 
and Pakistanis are mainly engaged in commerce, with some of the 
wealthier ones owning large import and export businesses. The 
Chinese are mostly market gardeners or shopkeepers. The Goanese 
and half-castes are in clerical employment. 


Government 


According to the Portuguese theory metropolitan Portugal and the 
Portuguese Overseas Territories form one political entity; hence the 
administration of Portuguese East Africa is closely controlled by the 
Ministry of Overseas Territories in Lisbon, in accordance with the 
Constitution and special statutes. The government of the Province 
is centralized in the hands of the Governor-General, who is assisted 
by two provincial secretaries and a secretary-general. Hitherto the 
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Province has been divided into four Provinces and the administrative 
District of Lourenco Marques. However, in the near future, the 
Province will be divided administratively into nine component dis- 
tricts, each of which will have a governor, a secretary-general and 
various administrators according to function. 


Industry 


Although Mozambique is primarily an agricultural territory, it is 
the Government’s policy to encourage the creation and expansion of 
local industries in order both to provide increased possibilities of em- 
ployment for immigrants from Portugal and to take fuller advantage 
of raw materials which are not required for industry in Portugal. 
Industry concerns mostly the processing of basic raw materials and 
the manufacturing of consumer goods for the African trade as well as 
the collecting and exporting of agricultural materials. 


Transportation 


There are 12 separate railway lines in the Province, all running in- 
land and no 2 of them are linked. Under the 6-year plan great strides 
are being made in developing these lines as well as the port facilities 
serving these lines. Roads are in fairly good condition due to the 
care taken under the plan. The two main ports are: Lourenco Mar- 
ques, through which a large portion of the goods for the gold mines 
in South Africa is funneled, being one of the best ports on the East 
African coast, and the port of Beira which is of great economic import- 
ance to the new Federation of Rhodesia and Nyasaland and also serves 
the Belgian Congo. 


Agriculture 

Agriculture is the mainstay of the economy. It is estimated that 
45 percent of the area is cultivable, but that the total area cultivated 
by Europeans comprises scarcely 1,000 square miles. To expand 
agriculture, efforts are being made to start a land settlement scheme on 
the Limpopo River involving an area of one-half million acres on which 
6,000 Portuguese immigrant families and 3,000 selected African fami- 
lies will be settled. Other similar schemes are also under discussion; 
likewise a scheme to expand the extermination of the tsetse fly. 

The agricultural production of the Province falls into four categories: 
(a) Uncultivated productions collected by the Africans, comprising 
mainly cashew nuts, beeswax, copra, jute, rubber, and timber; 
(6) African-produced products such as maize, rice, peanuts, bananas, 
and tobacco; (c) crops, chiefly cotton and rice, grown by Africans on 
European-held concessions, and bought from the Africans at fixed 
prices; (d) plantation crops, such as sisal, tea, citrus, and bananas. 
Mining 

Not much mining is done in Portuguese East Africa, except in coal, 
beryllium and columbite. The mineral resources are being surveyed 
under funds supplied with the help of the United States Mutual 
Security Agency. Another survey is being made by Ake Viking for 
nonradioactive minerals. Oil operations have been carried on for over 
10 years but prospecting has not yet revealed any sources of oil. 
Trade 


The import and export trade of Mozambique is concerned primarily 
with Portugal (30 percent); United Kingdom (18 percent); United 
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States (14 percent); South Africa (8 percent). Federal Germany, 
Belgium, and India have also increased their percentages lately. 
United States trade with Mozambique is as follows: 

Exports were: 


Nr IS ts Es Ss gts os en ge an a em am aoe ee $10, 368, 000 
BOG iso ba Sas cenaes cane cabtht COCA EAMAESL ER SS Sat seeeuceees 10, 553, 000 
i ce ee ois tees ae Rdaduwasutosalnewas alee 12, 031, 000 
Ns 2b ee raat tre eee regiel, ShOe 6 he S Fek, Fey: Sead glare Sen a 13, 971, 000 
Imports from Mozambique were 
MG ole Do hlad 35 adecrs hele db ccetbed~ Gres? Aye sdisiciices $5, 221, 000 
Rs 6 AGES iii cer bhen cee Rs Akan k= eo eh pele eee 5, 473, 000 
aos bE caps enchant anche ea eaatie aerate ot ease e's ni ss rigs ox Ga 4, 726, 000 
BOP SOAS Soin on saddened cee a ene eth Se owe a ee Seco 5, 516, 000 


The United States purchases significant quanties of nuts, oilseeds, 
and beryllium ores, whereas it exports primarily construction, excava- 
ting and mining machiner y, automobiles and buses, steel mill products, 
petroleum products, sawmill products, engines and turbines, as well 
as agricultural machinery. 


Education 


Primary schools for the “citizens” are available throughout the 
Province. A technical school and a high school are also provided at 
Lourengo Marques. There is no university. For the “uncivilized” 
Africans, there are schools, providing a so-called rudimentary educa- 
tion. Most African schools are run by the Roman Catholic Church, 
to whom the state has entrusted education. Various foreign Protes- 
tant mission schools have been allowed, as well as many private Euro- 
pean schools. All school instruction is given to the Africans exclusively 
in the Portuguese language. 


Health 


Just as in Angola the public-health officials were very interested in 
the purposes of our mission especially insofar as these pertained to 
their health institutions. Somehow one got the impression that there 
are more clinics and maternity hospitals than in the western Province. 
Although only 1,284 nurses are currently working in Mozambique a 
strong effort is being made to train more male and female probationers 
for entrance into advanced training in the few bigger hospitals. In 
general, good health facilities are available and public-health measures 
are improving. 


Social attitudes to Africans 


The economy of the Province is based on the productive capacity 
of the less civilized people who form the basic labor group; hence the 
Portuguese have adopted a policy of obliging them to engage in regular 
work and, at the same time, of trying to teach them to appreciate the 
benefits and virtues of so doing. The Portuguese firmly believe that 
only through work will the physical, mental, and moral standards of 
the Africans be raised to a higher general level. They place no 
restrictions on higher education for Africans, but such as do achieve 
higher education are expected to pass into the class of the assimilated 
and to identify themselves with the Portuguese. 

The rule is that unless they are engaged in full-time cultivation of 
marketable crops all adult male Africans are obliged to work in gainful 
employment for at least 6 months in the year; however, they are free 
to choose their employers. 
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Standards of rations, clothing, and housing to be furnished by em- 
ployers are established by the Government which keeps a strict check 
on any abuses of exploitations or ill-treatment. At least 200,000 
Mozambique Africans are employed in South African and Rhodesian 
mines. Their contracts are registered and strict supervision is exer- 
cised as to their health and wages. 

The law governing the rights, welfare and interests of the so-called 
uncivilized is the decree promulgated in 1928, entitled “The Labor 
Code for the Natives in Portuguese Colonies.” This code lays down 
the guiding principles primarily intended to safeguard the African from 
exploitation. 


The 6-year development plan (1958-58) 


In 1947 the Portuguese Government made a loan to Mozambique 
for the purchase of the Beira-Umtali Railroad. In 1952 Portuguese 
East Africa was given a $17.5 million loan, part of the Export-Import 
loan of $75 million extended by the United States to Portugal. ‘This 
money was regarded asa development loan and to be used to finance the 
construction of a railway from the Limpopo Valley to the Rhodesian 
border, the Limpopo Valley settlement scheme, the building of the 
Incomati-Movene hydroelectric power station, for mineral research, 
for development studies, for urbanization, for modernization of roads, 
bridges, and airfields, as well as various irrigation and land-reclama- 
tion schemes. 

In connection with this plan, various other loans have been granted 
by the United States under the Mutual Security Act funds; for example, 
navigation and communications equipment have been installed at the 
airport in Beira. Progress has also been made on a partially ECA 
financed thermal-powered plant at Lourenco Marques. FOA jointly 
with the Portuguese Government has financed the Longyear mineral 
survey for the purpose of making a geological study of strategic 
minerals of Mozambique. 


ry ° > 
General impressions 


Due to the proximity of the two prosperous importing countries, 
South Africa and the Central Federation, the major ports of Mozam- 
bique are extremely busy. This has necessitated increased facilities 
at the ports and transportation equipment. Consequently revenue 
has increased. 

The need for manpower in those two neighboring countries also 
causes large numbers of men to work outside their country on short- 
term contracts. Wages and contacts with more advanced civilizations 
have occasioned a sharp rise in applications for the civilized status. 

Portuguese East Africa seems to have a dynamic future in its own 
development by keeping up with its neighbors. 
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TANGANYIKA 
The land and people 


The great territory of Tanganyika, with an area of 362,688 square 
miles is a United Nations trusteeship currently under the administra- 
tion of Great Britain. Some 20,000 square miles consist of the waters 
of the indescribably beautiful Lakes Victoria and Tanganyika. The 
country has a 500-mile coastline with a hot rainy season but very 
acceptable weather during the dry season. The lake regions are hot 
and humid but the highland areas are very pleasant with a rainfall 
averaging 40 to 80 inches per year. Due to the enormous infestation of 
the tsetse fly (two-thirds of the country) the greatest concentration of 
people is to be found around the lakes and in the highlands and at the 
bases of the great mountains, in the southern mining areas and in the 
seaport towns of Dar es Salaam, Mtwara, and Tanga. The popula- 
tion of 7,750,000 is divided into 120 different tribes and also 18,000 
Europeans, 56,000 Indians, and 13,000 Arabs. 


Government 


The administration of the territory is in the hands of a British 
Governor, assisted by an executive council of 15 members. A 
multiracial elected legislative council advises the government con- 
cerning the laws to be made on behalf of the inhabitants. 

The territory is divided into eight provinces under provincial com- 
missioners, and further subdivided into 56 districts under district 
commissioners. Chiefs and federations of chiefs are recognized, and 
are responsible to the various commissioners and assist the government 
in the maintenance of order and the prevention of crime. 


Economic developments 


Tanganyika is primarily an agricultural country, the largest crop 
being sisal. Coffee is also grown extensively at the bases of Mounts 
Kilimanjaro and Meru. Cotton is grown mainly by the Africans. 
Other crops are rice, tea, and pyrethrum. Hides and skins are im- 
portant items of export. 

The largest mining attraction is the Williamson Diamond Mine at 
Mwadui. Lead, copper, and gold, as well as mica, tin, and tungsten, 
are also being mined. In this connection, heavy mining machinery 
has been supplied through the Mutual Security Agency under the 
Defense Mineral Production Act of the United States. Payment for 
this machinery is to be made in lead and copper. Lately, enormous 
deposits of coal and iron ore have also been discovered. 

To exploit these valuable resources 200 miles of new railway lines 
will be necessary. At the moment efforts are being made to improve 
the North-South Great Trunk Road and to expand it in such a way 
as to tap new areas of promising agricultural and timber lands. Con- 
siderable assistance is being given by the Belgian Congo in expanding 
the port of Dar es Salaam through which much Congo exporting is 
done. 
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The United States is second only to the United Kingdom asi mporter 
of coffee, tea, pyrethrum, sisal, mica, and diamonds. In return 
she supplies heavy machinery, tractors, and automobiles. 

A tremendous expansion of the Dar es Salaam Airport is under way. 
When finished it will be capable of handling the largest flight ships. 

Under trusteeship guidance the British administration is spending 
substantial amounts of money from their Colonial Development and 
Welfare Fund to clear tsetse fly areas, for agricultural research in 
sisal and coffee, for surveying new irrigation schemes, and specifically 
to improve indigenous cattle strairs. Attention should be drawn to 
the ground nut scheme as envisioned by the British Overseas Food 
Corporation: 2.4 million acres were to be readied for large-scale peanut 
production, however the scheme failed because the area simply was 
not suitable for such cultivation. Part of the area is currently being 
used for experimentation in the raising of sunflowers for oil seeds. 


Health 


Being under U. N. trusteeship supervision, great stress is being 
placed upon sanitary and health services. A strong attack has been 
made upon such major diseases as bilharzia, tuberculosis, leprosy, 
malaria, venereals, yaws, and African tick fever. An amazing num- 
ber of physicians and nurses are in Tanganyika in Government service. 
Those who are Africans have been trained largely at Makerere College 
in Kampala, Uganda. Hope is high that Tanganyika will soon have 
her own university and medical school. 

Education 


Much of the education in Tanganyika is carried out by the missions, 
who receive grants-in-aid from the government. European children 
are given their work in English, Greek, and Afrikaans. The Indian 
population has something over 106 schools, the African, some 1,300. 

Stimulation from the U. N. Trusteeship Committee has created a 
real effort to overcome illiteracy and yet preserve the tribal customs 
and cohesiveness. 


Political developments 


As in most of their African possessions the British are making 
very real and honest efforts to bring about the day when the Africans 
will be able to exercise their due share in government, leading, of 
course, to ultimate complete autonomy. 

It was very evident to the mission that in this multiracial society 
the question of political maturity of the Africans was of deep concern 
to the trust administration. At the time of our visit “‘parity’’ was the 
watchword. This was interpreted to mean 7 representatives of each 
racial group, European, Asian, and African in the elected legislative 
council. We were told how this, naturally, is merely a temporary 
expedient until such time as the Africans, due to education and the 
raising of their standard of living, are better able to comprehend the 
problems inherent in their administration and will be able to exercise 
their franchise intelligently and be able to have a representation 
proportionate to their numbers. 

The problem of Tanganyika is not an easy one, and gives the U. N. 
Trusteeship Committee grave concern. Officials, businessmen, and 
just plain people with whom we spoke felt that the Indian population 
regard Tanganyika as their homeland; that the Europeans feel their 
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destiny lies with the local people; while the Africans, as they are 
granted increasing local independence and responsibility, intend to 
have an ever-larger share in the control of their own country. 

An investigating mission was sent by the U. N. to sound out local 
opinion as regards political independence, but constructive proposals 
have not yet been propounded. 


Possible federation 


There has been much interest shown by all groups in the report 
being made to London by the East Africa Royal Commission relative 
to the possibility of creating a federation of the States of Tanganyika, 
Uganda, and Kenya as well as the attention being given to such 
matters as raising African living standards, improving the use of the 
land and coping with the social problems in the various townships. 
At the time of our visit this report had not been discussed in the 
British Parliament. 








KENYA 
The land and people 


Kenya, a Colony of Great Britain, has a total area of 224,960 
square miles (roughly equivalent to the combined areas of Colorado 
and New Mexico). 

It is a strangely beautiful country of great contrasts with a climate 
that is among the most delightful in the world. The scenery ranges 
from the tropical luxuriance of the coast with its beautiful palm- 
friged beaches and its old-world towns through the arid low-lying 
areas to the cool beauty of the highlands. 

The northeastern portion of the colony comprising three-fifths of 
the more than 200,000 square miles is arid and comparatively waterless. 
The remainder comprises a low-lying coastal area and a volcanic 
plateau varying in height from 3,000 to 10,000 feet. This area in- 
cludes Mount Kenya (17,000 feet), Mount Elgon (14,000), the 
Aberdare Range (13,000 feet) and part of the Great Rift Valley 
which is some 40 miles wide, and approximately 3,000 feet lower 
than the country on either side. 

Kenya embraces also practically the whole of Lake Rudolf and the 
eastern waters of Lake Victoria. The land area is 219,730 square 
miles and the water area 5,230 square miles. The average tempera- 
ture of the coast is over 80° F., but in the higher areas the mean 
temperature is 67° with February the warmest month and July the 
coolest in most parts of the country. In the eastern half of Kenya 
there are two rainy seasons, the “long rains”’ from mid-March to June, 
and the “short rains’’ from mid-October to December. The mean 
annual rainfall is about 40 inches on the coast, but in the low-lying 
inland areas only about 10 inches per year. Over the highlands the 
rainfall averages 40 inches per year. 

The latest census held in 1948 gives the totals of population as 
follows: 


RE ee eR I eee sage ewe es a 24, 174 
MRM. rt ane ao eee i a ocean tebes 3, 325 
Reema Se LOA Co pas Pp USP Tet OOh ooo esd. Soe cee 5, 251, 120 


Postwar immigration was high. From 1946 through 1951 the colony 
received 3,500 Europeans and 5,000 Asians per year. Since 1952 the 
average per year has been 1,400 Europeans and 3,300 Asians. 


Government 


The Colony and Protectorate are administered under the British 
Colonial Office by a governor, assisted by a deputy governor, and an 
executive council, consisting of 8 unofficial members and 4 members 
appointed from the civil service. The legislative council consists of 
the governor, a vice president, and 54 members of whom 8 are un- 
official, 18 are nominated, 14 are European elected, 6 are Asian 
elected members, 1 Arab elected member, 6 African representative 
members, and 1 Arab representative member. 

A considerable measure of local self-government is exercised by the 
African district councils of whom there are 24. The colony itself is 
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divided into six Provinces, namely Nyanza, Rift Valley, Central, 
Coast, Northern and Southern, plus the District of Nairobi. 


Industry 


Much of Kenya’s manufacturing consists of the processing of agri- 
cultural raw materials for local consumption and for export. Literally 
hundreds of small factories have been built since 1946 for the produc- 
tion of consumer goods especially for the native trade. In spite of 
the difficulties created by the Mau Mau emergency, large-scale invest- 
ment by British and American investors is continuing. 


Agriculture 


Agricultural products for home consumption and export include 
such important crops as coffee, sisal, wattle extract, tea, hides and 
skins, cotton, pyrethrum, maize, wheat, sorghum, and root crops. 

Coffee is one of the most important crops, valued annually at ap- 
proximately $17 million. In 1954 there were nearly 19,000 African 
growers of coffee who marketed their productions through African 
cooperative societies. 

Tea is grown on a considerable scale in the highlands of Kenya, 
with a production per year of approximately 7,000 tons, valued at 
approximately $15 million. 

Sisal is grown on large estates with an annual production of around 
36,000 tons. 

Pvrethrum is a very profitable export crop used for insecticides, and 
much in demand in world markets because of the high pyrethrin 
content of the insecticides. Exports are around 2,000 tons per year. 

Wattle bark is harvested in large areas of the highlands with a pro- 
duction of the extract of around 25,000 tons per year. 

Other principal crops are cotton, tobacco, cassava, copra, and 
cashew nuts. 

Of special note should be the fact that very frequently large quan- 
tities of ambergris are washed up on the coasts of Tanaland. 

Cattle thrive well in Kenya and intensive efforts are being made to 
increase the quality of native cattle. Large exports of hides and skins 
are made. 

A special organization known as the African Land Development 
(ALDEV) is operated by the Kenya Ministry of Agriculture in African 
areas to develop the hinterland by roads, dams, and tsetse fly clearing, 
soil conservation, and grazing control. Expenditures by ALDEV 
average $1 million per year. In fact, ALDEYV is assisting in the re- 
habilitation of the Kikuyu Tribe in giving paid employment to large 
numbers of men in bench terracing, bush clearing, fencing, grass 
planting. and erosion schemes. Forestry consists largely of producing 
wattle bark for export and timber for local consumption. 

Trade 


Kenya’s commerce has fluctuated largely because of the great 
amount of imports needed during the last few years under the emer- 
gency. Exports of vital crops, such as sisal, coffee, cotton, wattle, 
tea, and soda ash, have averaged around $60 million per year, whereas 
imports have fluctuated around $150 million per year. The United 
States is one of the most important non-Commonwealth suppliers and 
exports to Kenya paper, oils, machinery and vehicles, electric equip- 
ment, power machinery, pumping equipment, roadbuilding and agri- 
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cultural machinery, as well as tractors on a large scale. Imports by 
the United States comprise hides and skins, coffee, tea, drugs, tanning 
extracts and sisal. 


Mining 
Kenya is not a big producer of minerals, except gold, diatomite, 
kyanite, gypsum, soda ash, and salt. 


Transportation 


The railway lines form the central means of moving goods and 
passengers but are unable to cope with the traffic because of long 
delays in replacements. Great efforts are being made to step up the 
processes of modernization and provide adequate rolling stock. The 
port of Mombasa has been modernized and today is one of the best 
equipped ports on the east coast of Africa. Incidentally, at Mackin- 
non Road, the British General Staff has established the greatest Middle 
East supply center to replace its supply stations abandoned by agree- 
ment in Egypt. During the Jast few years the rehabilitation of the 
Great Trunk Road has been somewhat in abeyance because of the 
emergency. However, plans bave been formulated to step up the 
asphalting of roads leading specifically to the great parks so as to 
enhance travel conveniences for tourists, who are coming to East 
Africa in large numbers each year. 

Kenya has a network of good airfields and planes are being used in 
increasingly larger numbers to span the great distances. 


Development plans 


Kenya is in the process of drawing up various long-term plans for 
the development of industry, agriculture, mining, ‘and commerce. 
Since 1946 nearly $150 million have been allocated to various govern- 
mental departments for these purposes from the annual budgets. 
These plans envisage the continuation of the ideas incorporated by the 
Kenya Government to settle the African in his own reserves under a 
land-ownership scheme leading to his independent future, as well as 
attempting to satisfy the land hunger of the African peoples. In 
addition to the continued expansion of the Jocal plans, the Colonial 
Development and Welfare Fund operated by the Ministry of Colonies 
in Great Britain, is also spending large sums in Kenya. Thus, $12 
million have been spent in assistance to the African peoples in recla- 
mation, in improved types of animals, in researc h and health. 

The latest plan is the Swynnertdn plan by which the British Gov- 
ernment will lend Kenya $14 million to intensify African agricultural 
development, to exploit the colony’s water resources, and to bring 
increased wealth to the Africans. Great emphasis is being laid on 
the development of African-grown cash crops, such as coffee, tea, sisal, 
and fruit, as well as improving livestock. 


Health 


In Nairobi our mission visited: (1) The very excellent 760-bed 
hospital for natives, staffed by some 40 physicians, 24 European 
nurses, and 250 African nurses in training; (2) the maternity hospital; 
(3) a large dispensary in the heart of the city; (4) a training center for 
nurses, nurses’ aides, as well as native medical assistants and laboratory 
and X-ray technicians. 

These and all other medical installations are under a senior medical 
officer who is also superintendent of hospitals. 
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A rather unique Division for Native Health Propaganda exists in 
the Department of Education. This sends trained people out to 
county fairs, dispensaries, and locations to demonstrate the best 
health procedures to the people of the outlyimg areas. It is very 
effective. 

Education 

Education is very well advanced in Kenya, with schools being 
provided for Europeans, Indians, Arabs, and Africans. There are 
about 1,800 elementary schools for the African peoples. There are 
also technical and trade schools at various centers to train Africans for 
useful occupations. Kenya has no college but looks for its teachers 
to Makerere College in Uganda. A movement is afoot, however, to 
establish a multiracial college similar to the one in Salisbury, Southern 
Rhodesia. 


United States programs 


A small agriculture team has recently gone to Kenya. Warmly 
welcomed, much gocd is expected to result. 
East Africa High Commission 

On January 1, 1948, the East Africa High Commission was estab- 
lished. It consists of the Governors of Kenya, Tanganyika, and 
Uganda. It is a body corporate with perpetual succession and an 
official seal. Its headquarters are in Nairobi. It has an East 
African Central Legislative Assembly consisting of a Speaker, 7 
unofficial members, who are officers of the High Commission civil 
service, 3 nominated official members (1 from each of the 3 territories) 
and 13 unofficial members. The latter members are: 1 European, 1 
Indian, 1 African, and 3 elected by each of the 3 territorial legislative 
councils. In addition to these 12 the High Commission itself appoints 
| Arab member. 

The High Commission has power to legislate with the advice and 
consent of this Assembly in respect of the services taken over from the 
3 territories which include inter alia: defense, civil service, customs 
(no tariff cuts), income tax, Lake Victoria fisheries, Makerere College, 
meteorological services, post and telegraphs, telephones and radio 
communications, railways, harbors and inland waters, transport, 
statistics, and most research and scientific services. The High Com- 
mission has assumed responsibility for the administration of these 
services but has accepted no responsibilities from the 3 territories as 
regards their own administration of police, health, education, agri- 
culture, animal health, forestry, labor, housing, and publie works. 
Mau Mau emergency 

Most of the African population live on the native reserves practicing 
subsistence farming. Of these the main tribes are Kikuyu (20 per- 
cent), Luo (14 percent), Baluhya (12 percent), Kamba (12 percent), 
and Meru (7 percent). 

The Kikuyu tribe numbers about a million and inhabits the region 
north of Nairobi in the three native reserves of Kiambu, Nyeri, and 
Fort Hall. They are forest dwellers to a great degree, until recently 
seldom living in organized villages. Since the Mau Mau terror, 
however, they have gathered into villages. Those we saw were sur- 
rounded by a wide trench filled at the bottom with long spikes from 
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thorn trees to protect them from sudden attack. Watchtowers were 
on many hills, with rockets ready for firing, or on the settlers’ houses, 
which in their turn were protected from sudden attack by barbed wire 
placed over all windows and doors. All settlers carried small arms 
24 hours a day. 

The Mau Mau are made up of men of the Kikuyu tribe, apparently 
established by a man who goes by the name of Kenyatta. Exceedingly 
intelligent and unusually well educated, Kenyatta studied in 
England and here in America, finally spending some 4 years in Moscow. 

What the true purpose of his organization is, is difficult to say. It 
appears to be set up in true Communist style with cells within the 
overall apparatus. While it seems to aim at driving the white out of 
Kenya, the victims of its terror and brutal murders have been thou- 
sands upon thousands of the Kikuyu tribe themselves, and about 
60 whites. 

We learned that some 60,000 captured suspects were behind barbed 
wire awaiting their turns to go to the work camps where they were 
gradually being moved toward a return to their homes. All these work 
camps were under the supervision of a special commissioner for the 
Kikuyu. Every month the men were given an opportunity through 
examination to move from one of the classes to the next. If they were 
not promoted after 4 months they were sent back to the main camp 
to begin again. This was proving as good a method of rehabilitation 
as could be devised and it was hoped that in a few months British 
soldiers might be withdrawn and life return to normal.’ 

The British Red Cross is doing a truly fantastic job in the whole 
Kikuyu area especially in caring for the women and children while 
the men are in prison. 


$ Early summer 1956 saw the withdrawal of British troops and a return to fairly normal] living. 




















ZANZIBAR 


This small island Protectorate comprises the islands of Zanzibar 
and Pemba and a strip of mainland extending 10 sea miles inland from 
high water mark. It also includes the islands of the Lamu Archi- 
pelago. In respect of his mainland dominion, the Sultan of Zanzibar 
receives an annual subsidy payment of $50,000 from the British Crown. 

Before going to Nairobi our mission visited the Sultan of Zanzibar, 
did some sightseeing on the island, saw the evidences of the clove 
industry on every hand and heard a few intimations of Arab nation- 
alism and a discussion of a new constitution under which the Zanzibar 
cee would receive a greater measure of autonomy in local 
affairs. 
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UGANDA 
The land and people 


Uganda, a British protectorate of 93,981 square miles with some 
5 million people is a land of lakes and mountains, of valleys and plains 
whose beauty is often breathtaking. It is also a land that is pro- 
gressing rapidly toward political maturity on a sound economic basis. 
The standard of living of its Africans is said to be the highest anywhere 
in Africa. 

Uganda is primarily an agricultura] country; its economy is depend- 
ent on the cultivation of economic crops, especially cotton, coffee, and 
tobacco. 

Of the total land area of 80,292 square miles (excluding 13,689 
of open water) only 9,776 square miles are arable land; 1,494 orchards, 
6,150 forest reserves; 3,052 wasteland or built-on; while 59,820 square 
miles are uncultiv ated, but include game reserves and grazing land. 


Government 


The Uganda Protectorate is administered by a governor with an 
executive council of 15 members and a legislative council of 60 members 
of whom at least 30 must be native Africans. It is divided into four 
Provinces: North, West, East, and Buganda. The North, West, 
and East Provinces are under the local rule of a hierarchy of chiefs with 
ministries and councils. Buganda, on the other hand, is governed by 
a king who exercises direct rule through three ministers. The granting 
of a new ministerial system of government has made possible a much 
more realistic integration of the Buganda Province in the agricultural 
and industrial economy of the protectorate. 

It is particularly interesting to note the political maturity of 
the people as evidenced by the fact that most of the administrative 
duties are exercised by native Africans. Small wonder that they look 
somewhat askance at a union or federation with Kenya and Tangan- 
yika. Their opposition stems from the fact that they feel that their 
tribes are much more advanced politically than those in Kenva or 
those under United Nations’ tutelage in Tanganyika. They feel that 
such a union would retard their continuing progressive development. 
Economic developments 

Self-sufficient in food, Uganda is the greatest exporter of coffee 
and cotton in the entire British Commonwealth. Both these products 
are grown mainly by Africans on their own hoidings. Uganda’s 
forests are rich in mahogany and iroko trees; its mines in tin, tungsten, 
mica, and gold; and its lakes in fish. 

With the completion of the Owen Falls hydroelectric scheme at 
Jinja, costing more than $60 million, which will make 150,000 kilo- 
watts of power available to literally hundreds of small industries, great 
things are anticipated. 

All-weather road systems are being rapidly expanded. The rail- 
way from Mombasa in neighboring Kenya is being extended to - 
heart of Uganda. The lake steamer services are “being greatly 
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creased, and the famous Entebbe Airport supplies connections to all 
of Africa and points around the world. 

A 1950 statement on land policy declared that the use and benefit 
to be derived from rural lands shall be preserved for the African popu- 
lation; any land alienated to non-Africans can be used only for the 
promotion of the economic betterment of the inhabitants. The wishes 
of the African local governments must be consulted wherever land is 
alienated for any public purpose. The official policy stated that 
it was not intended to develop Uganda as a country of non-African 
farming or settlements. Thus, non-Africans hold less than 500 square 
miles. 

African cooperatives for the production, ginning, curing, processing, 
and marketing of cotton, sisal, sugar, and coffee number more than 
1,000, with a membership of 95,000. 

Under the Colonial Development and Welfare Fund, large sums of 
money have been made available for forestry, fisheries, tsetse fly con- 
trol and African housing. 

A 5-year development plan was begun in 1954 under which $80 
million will be spent for the development of agricultural and natural 
resources and communications, as well as raising agrarian productivity 
and standards of farming. 

A special export tax is levied on all exports of cotton and coffee, 
and the receipts are placed in the African development fund which 
guarantees growers a minimum price. Surpluses from these tax funds 
are allocated to African education. 


Education 


Uganda is currently embarking on a program of education which, 
in proportion to the size and resources of the country, is as great as 
that of any country in the world. During the next 8 years over $30 
million will be spent, of which one-fifth must be for technical education, 
so as to integrate the Africans into the rapidly developing industrial 
expansion of their country. 

Currently there are 3,573 primary schools, 159 secondary schools, 
and 2 centers of higher education: Makerere, the University College 
of East Africa at Kampala, the commercial capital; and a teachers 
training college at Mbarara. Teacher training courses are provided 
at 45 schools. Most of the secondary and vocational schools are super- 
vised by Protestant and Catholic missions. In 1954 there were 9,500 
men and 2,278 women teachers. Of 1,250,000 children of school 
age approximately 330,000 are found in school. 

The native press is helping the literacy movement. There are 2 
English daily newspapers, 2 English weeklies, and 18 African publica- 
tions in 7 vernacular languages, 

Labor 


There is a great shortage of skilled labor due primarily to the mi- 
grant nature of the majority of the labor force. Most labor contracts 
do not exceed a 6-month period; otherwise, such migrant laborers 
lose the right to cultivate land in their tribal areas. Out of a total 
labor force of 225,000 both agriculture and construction absorb more 
than 45,000 men each. Nearly one-third of all labor comes from 
Ruanda-Urundi, Tanganyika and the Sudan. Trade unionism has 
been slow due to this migratory influence. 
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Health 


Makerere College has a broad influence throughout East Africa. 
Medical training is given there in connection with Mulago Hospital 
which also has a school of nursing, graduating many much-needed 
nurses. Mission hospitals provide training for midwives. A Rocke- 
feller virus research unit is doing valorous work in the vast realm of 
tropical discase. 

Government hospitals have been built in all the provinces, and 
maternity and child clinics are scattered throughout the country. 
Most deaths result from nutritional disorders and chronic infections 
such as yaws and leprosy. 


Social developments 


The protectorate is free from problems of race and cultural relations, 
for there has never been any form of color bar in Uganda. Equality 
of opportunity for all inhabitants regardless of race is the Govern- 
ment’s aim. In furtherance of this aim, a unified civil service, with 
basic salary scales applicable to persons of all races, was adopted in 
1954. The Government gives every encouragement to the furtherance 
of intersocial, cultural, sporting and social activities. 

Uganda’s multiracial women’s club is a definite effort to give women 
of all races an opportunity to know each other. The annual meeting 
which we attended was much like any such meeting in the United States 
although one felt a deeper vibration of serious effort toward a national 
goal of racial integration. 

One noteworthy program is the 5-year plan of community develop- 
ment for which substantial annual grants are made to districts, and a 
wide variety of projects is undertaken, mostly by voluntary labor. 
Part of this program is the setting up of interracial clubs and women’s 
groups. 
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ETHIOPIA 


The land and people 


From Nairobi our mission flew to Addis Ababa across 2 fantastically 
carved plateaus of from 6,000 to 11,000 feet in height. 

Ethiopia, with about 457,000 square miles, is almost as large as 
Texas, New Mexico, and Arizona combined. This area includes 
Eritrea, a prewar Italian colony, which chose to federate with the 
Ethiopian Empire in 1952 in accordance with a United Nations reso- 
lution that the Eritreans should decide in a national plebiscite whether 
they desired to change their status. 

The heart of Ethiopia lies on two lofty, broken plateaus, rising far 
above the lowlands which surround them on nearly all sides. The 
plateaus are semiarid or desolate deserts, where water is scarce, dust- 
storms are frequent and the heat is terrific. The Ethiopian Plateau, 
comprising half the country, extends from Kenya in the south to 
Eritrea in the north, and is 4,000 to 11,000 feet above sea level. The 
Somali Plateau on the south and east is equally high. The precipi- 
tous Rift Valley cuts diagonally across the country. 

The uplands, even though lying close to the Equator, are pleasantly 
cool, and the summer monsoon brings abundant rains, especially in 
the south and west where the Sobat, the blue Nile and the Atbara 
Rivers receive the waters that irrigate and enrich the cottonfields of 
the Sudan and Egypt in the early fall. 

There are three distinct climatic zones: the Dega is primarily 
grassland in the high mountain areas with temperatures averaging 
50° to 61° F.; the Voina Dega comprises most of the plateau country 
and contains the cultivated and populated lands suitable for coffee, 
cotton, tobacco, grain, grapes, and olives; temperatures average 61° 
to 68° at the average clevation of 6,000 to 8,000 feet; the Quolla 
comprises the lowlands of the desert areas supporting only desert 
vegetation and peopled mainly by the hardy nomads; average tem- 
peratures are 68° to 82° below 6,000 feet. 

The population has been estimated at 15 million people. Most of 
the people are Coptic Christians, members of the Ethiopian Orthodox 
Church. Pagans inhabit the lowland areas, whereas Eritrea is peopled 
mostly by Moslems. 


Government 


Ethiopia is a Christian kingdom which has existed for centuries in 
the highlands of East Africa. Herodotus, the Greek historian of the 
fifth century before Christ, described Ethiopia in his writings. The 
visit of the Ethiopian Queen of Sheba to Jerusalem is recorded in the 
Old Testament, and the ruling house of Ethiopia claims descent from 
the offspring of King Solomon and the Queen of Sheba. Christianity 
was introduced in the fourth century. 

The present Emperor, Haile Selassie I, ascended the throne in 
1930, his reign being interrupted by the Italian invasion and occupa- 
tion. Upon his restoration to the throne in 1941, the Emperor 
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reestablished the constitution of 1931 which provides for a legislature; 
a judiciary, and executive ministries. 

Ethiopia is an absolute monarchy. Although it is a constitutional 
government, the Emperor governs through 2 or 3 ministers by decree, 
and although there is an elected assembly this Parliament often merely 
acts to carry out the wishes of the Emperor. A new constitution has 
been adopted, however, which should bring about a more democratic 
way of life. In order to advance from its mediaeval status into the 
modern world much reliance is at present placed upon foreign. advisers 
by the executive agencies. These men are British and American, 
working together with the greatest possible cooperation for the future 
good of Ethiopia. 

The country is divided into 12 provinces each under a governor 
who reports periodically to the Emperior in Addis Ababa. The 
official language is Amharic, with English the second official language. 


Economic developments 


At least 90 percent of the people in the Ethiopian Federation make 
their living from crop production and livestock raising. Coffee is of 
great value and most of the foreign exchange has been derived from 
the rise in its world price. Cattle number around 15 million with 
hides and skins a very important export product. 

Small as the country is it has a highly strategic geographical posi- 
tion. Its high plateau suggested to our mission the idea of an airp!ane 
carrier from which ev ery kind of attack could be launched in any 
direction. In addition its climate and rainfall make possible a truly 
formidable agricultural production. 

We were told that United States Point 4 bas shown excellent results 
in the agriculture field. Assistance has been given in arts and crafts 
also with good results. 

Little production of industrial goods is possible due to the lack of 
fuel and electricity, nor have there been many investment oppor- 
tunities until recently. The Emperor created a Council of National 
Economy in 1954 which set in motion a 5-year development program 
dealing with the nation’s resources, financial capacity, needs of 
industries, services, and financing. 

Large concessions for prospecting for minerals and oil have been 
granted to American companies. Our mission was also informed that 
an increasing amount of American private investment is taking place. 

There are 43,000 miles of roads in Ethiopia proper, but less than 
one-fourth of these roads can be used by truck or bus. Under special 
agreement with the United States Bureau ef Public Roads and the 
Bank for International Reconstruction Development, some 3,000 miles 
of roads have been repaired and placed in usable condition. 

The Export-Import Bank in Washington has also assisted in extend- 
ing the Government-owned Ethiopian airlines without which trans- 
portation would be difficult indeed. An automatic telephone exchange 
has been installed in Addis Ababa, made possible by another IBRD 
loan. 

While in Addis Ababa, our party visited the United States Informa- 
tion Service office and was interviewed by the local press, visited Her 
Majesty’s Handicraft School where they teach weaving, sewing, 
designing and silversmith work, and visited several hospitals and a 
leprosarium. 
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Silver Jubilee Fair 


Our visit was during the time of Ethiopia’s big Silver Jubilee Fair. 
Nations from all over the world had trade representations and liaison 
missions in Addis Ababa. 

The Americans did themselves proud in their methods of presenta- 
tion and information. Everythmg in the United States exhibits 
moved. There were railroads, mines, and even a cow and chicken 
cut in half to demonstrate how the internal organs worked. All this 
attracted great crowds. 

It was interesting also to watch the techniques used by the Commu- 
nist Czech trade mission. They displayed chandeliers, cut glass, table- 
wares, and china, and seemed to be writing orders for large amounts. 
Of course, there was no way to check whether actual deliveries were to 
be made in the future. But our party was told that the Communists 
invariably do well on sales since their prices are considerably below 
American prices. Although Communist goods are produced by poorly 
paid labor, it would be well for this country to consider some techniques 
by which to meet this Communist competition. 

Shortly before our departure, we were granted a formal audience 
with the Emperor. He said he was deeply impressed with the United 
States, which he had visited earlier in 1955, and expressed his admira- 
tion for and confidence in the leadership which our country is giving 
to the world. The Emperor presented me with a specially prepared 
message of greeting to the Congress of the United States, which was 
delivered, and appears in the Congressional Record of January 12, 
1956.3 


Trade 


Ethiopian foreign trade has increased spectacularly during the last 
5 years primarily due to the fact that ever-increasing quantities of 
coffee are being exported. Exports have gone principally to the United 
States, Aden, Italy, French Somaliland, and the United Kingdom. 
Principal imports have been drawn from Italy, India, United States, 
United Kingdom, Germany, and Japan. The United States exports to 
Ethiopia were: 


RODS aos on owns cen nk scansnnedhseeeinnwane wen exe seen $6, 456, 000 
IOUS ci irdewe onc wennaccdidn acxanue amide aaa 4, 911, 000 
1966 6 rin cincn cacnnesanntccchs dees came aan eee 6, 964, 000 


Principal exports were rubber manufactures, raw cotton, cotton 
manufactures, wool clothing, electrical equipment, automobiles and 
parts, and medicinal chemicals. 

United States imports from Ethiopia were: 


TSI sa ete gem, ats So oven iS e's soca $18, 195, 000 
W906. o accncwcwbeneecesus samen anelenbelele aimee meee ees eee 33, 274, 000 
eee ee ee A a eee 33, 738, 000 


Chief imports were hides and skins, furs, and raw coffee. 
Health 


Due to the difficulties of transportation and the lack of trained 
medical personnel much unattended disease exists in the hinterland. 
It was heartening to note how the Emperor has encouraged the build- 
ing of hospitals by mission societies and especially the training of 
nurses. 


3 See appendix at end of this chapter 
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Plans for clinics, maternity centers, small hospitals, and lepro- 
sariums have been laid. Other countries have been interested in 
health matters—even the Soviet Union has a hospital on the main 
street in Addis Ababa. 


Education 


It has been estimated that scarcely 5 percent of the inhabitants are 
literate, but this handicap is rapidly being overcome by a vigorous 
system of primary education. A training school for teachers has been 
established. Mission societies have been encouraged to extend their 
activities in the so-called bush school areas. Government assistance 
in building has been promised. Progress may be slow because the 
need for money is evident in all directions, but the will to learn was 
very evident. 

Development plans 

British and American advisers have been cordially received, espe- 
cially in the fields of public administration, public health, fiscal affairs, 
education, transportation, and agriculture. Large-scale plans for 
development have been announced, and an active beginning has been 
made. 

The Emperor has encouraged the building of a large number of 
elementary schools, trade schools, a university, agricultural extension 
stations, clinics, midwifery schools, inoculation centers, radio stations, 
and installation of new airdromes, as well as projects for the building 
of dems and irrigation schemes. A United Nations study in 1951 
concluded that Ethiopia has the most unused land in all the Middle 
East and Africa, hence has vast potentialities for becoming the 
breadbasket for the Middle East. 














ERITREA 


We were particularly interested in seeing the advances being made 
in health and medicine—partly through American assistance—and 
the American military installation in Eritrea, that important strip of 
land along the Red Sea. 

Eritrea, which was federated with Ethiopia on September 11, 1952, 
is autonomous in internal matters such as education, agriculture, law, 
health, commerce and industry, and internal taxation. It is governed 
by a chief executive elected by the assembly composed of 68 members, 
which in turn is elected by popular suffrage. Eritrea is represented 
in the Ethiopian Parliament by 3 senators and 5 deputies elected by 
the assembly. 

At Asmara, the capital of Eritrea, we visited the Point 4-operated 
Menen School of Nursing, whose director is an American, the Itegue 
Menen Hospital; the new Federal Hospital; and the Eritrean Orphan- 
age. The opening ceremony of the first Eritrean Government Public 
Library was an interesting experience in American cooperation. 
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MESSAGE FROM HIS MAJESTY HAILE SELASSIE I, 
EMPEROR OF ETHIOPIA 


(Mrs. Frances P. Bolton asked and was given permission to 
address the House for 1 minute and to revise and extend her 
remarks. ) 

Mrs. Frances P. Boiron. Mr. Speaker, it was my priv- 
ilege during the past months to make a very exhaustive trip 
to Africa. During that time I had the pleasure of talking at 
some length with ‘E mperor Haile Selassie, of Ethiopia. “He 
expressed himself as being very appreciative of the courtesies 
extended to him in this country, particularly that of address- 
ing this great democratic legislative body. He asked me if 
I would at the earliest possible moment extend to the Mem- 
bers a message of good will. 

I ask unanimous consent to extend the Emperor’s message 
at this point in the Record. 

The Speaker. Is there objection to the request of the 
gentlewoman from Ohio? 

There was no objection. 

(The message referred to follows:) 


“MESSAGE +rROM HIS IMPERIAL MAJESTY HAILE SELASSIE I, 
EMPEROR OF ETHIOPIA, TO THE 84TH CONGRESS OF THE 
UNITED STATES OF AMERICA 


“Members of the 84th Congress: 

“It was, for me, a memorable occasion when I appeared, 
last year, before the joint Houses of Congress, to testify to 
my admiration for and confidence in the leadership which 
the United States, today, is giving to the world. 

“In so doing, I was expressing, at the same time, the feelings 
of my beloved people, and, 1 am sure, of freedom-loving 
peoples everywhere. 

“T was deeply touched by the great courtesy which you, 
Members of Congress, extended to me, and by your atte ntive 
and favorable reception of the sentiments and hopes which 
I voiced on that occasion. 

“On the opening of the 84th session of Congress, I give 
expression to the prayer that the Almighty may continue to 
uphold you in wisdom, in statesmanship and in leadership 
of liberty—and of the great American people. 

“DecemBer 19, 1955.” 
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THE UNION OF SOUTH AFRICA 


South Africa, with its beautiful harbors, its Highveld, its Karroo, 
its golden treasure, its magnificent wild animals and its mixture of 
races, is filled with misunderstanding and tragedy. The attention of 
the world has been focused upon this lower tip of Africa because of 
the official “‘apartheid”’ plan, or the enforced segregation of the Bantu. 

This expression of the superiority of the white man by forcing the 
Bantu into his own reserves, by segregation, by rigid pass laws, by 
keeping him to the menial positions in industry, by an educational 
system strictly supervised, and lastly by refusing him adequate politi- 
cal expression, has created a situation that is fraught with the deepest 
potentialities for trouble in the future. 

For the African outnumbers the white by 4 to 1. His reserves are 
too small; he desires education; his economic needs are rising; he is 
capable of training and effort like all other educated Africans, yet his 
progress in the white man’s world is restricted in spite of the pious 
expressions that he has unlimited opportunities in his own areas. 

The tragedy is that without the Bantu the Union of South Africa 
cannot keep her place in the modern world, for her future advance- 
ment rests on his broad back. 

Typical of the race attitude is the deliberate changing of the South 
African Constitution so as to separate another group, the ‘‘colored” 
people from the white man’s rolls—lists of eligible voters—and forcing 
them to vote for four whites who will represent their interests. 

Without a two-thirds majority in both Houses such a change in 
the constitution could not be accomplished. Deliberately the voting 
strength of the Senate was changed from 32 to 89, thus guaranteeing 
the Nationalist Party its majority. Parliament itself was proclaimed 
the highest court so that this constitutional change could not be 
appealed as had happened in previous attempts when the courts 
decided that changing the constitution was illegal. Just in case the 
temper of the opposition would solidify against this new race policy, 
the supreme court was also packed with 5 additional Nationalist 
members, thus guaranteeing judicial approval of the legislative 
action. 

A rather strange result has been the creation of a curiously interest- 
ing group: the Black Sash Women. These are women of reputation 
and dignity, women of great loyalty to the freedoms the constitution 
establishes. Every day a small detachment of them with black sashes 
across their hearts stand in a double row at the government building, 
in utter silence and with heads bowed. As the officials pass through 
the doorways they know that every woman prays with all her heart 
for the reestablishment of constitutional government. The Black Sash 
Women may be seen at the airports and outside meeting balls. On 
Constitution Day in the 5 large cities from 600 to some 1,200 or 1,400 
march in silence, their heads bowed behind a large replica of an open 
book (the constitution) with a mourning ribbon across its pages. 
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Their prayers are for the reestablishment of the sanctity of the 
constitution. No one can prophesy the result. Yet no one can 
spend even a fortnight in that beautiful land without praying that 
new ways may be found to understanding and to peace. 


The land and people 


The Union of South Africa occupies the southern portion of the 
African Continent and covers an area of 472,685 square miles, about 
one-sixth the size of the United States. 

The Union is composed of four Provinces. In the order of their 
population, productive wealth, and commercial importance they are 
me Transvaal, the Cape of Good Hope, Natal, and the Orange Free 

tate. 

Physiographical features of the Union are the narrow coastal belt 
on the west, south, and east and the greater interior plateau. Inland 
from the coast the land rises sharply to a chain of mountains which 
form the escarpment between the interior plateau and the sea. 

The Union has no arterial rivers and no lakes of consequence. Some 
small rivers rise in the mountains which bound the high interior plateau 
and flow relatively short distances to the sea. The few rivers of the 
great interior plateau eventually reach the ocean by way of (1) the 
Orange, which flows westward to the Atlantic, the last miles of its 
course running through a region so dry that for months at a time its 
mouth is closed; and (2) the Limpopo, which forms the boundary be- 
tween the Union, the Bechuanaland Protectorate, and Southern 
Rhodesia, flowing eastward through Mozambique to the Indian Ocean, 
The rivers are neither navigable nor suitable for large-scale hydroelec- 
tric power generation. 

The climate is generally even and moderate. 

Seasonally and geographically uneven distribution of rainfall is one 
of the Union’s handicaps. 

Generally, the amount of rainfall declines from east to west as the 
distance from the Indian Ocean increases. For the country as a 
whole, the mean annual precipitation is about 17% inches. 

Few countries have a less homogeneous or a more sharply differen- 
tiated population than the Union of South Africa. Socially and 
economically the two main groups are the Europeans (whites) and the 
vastly more numerous non-Europeans, who outnumber the white 
population 4 to 1. 

The non-Europeans are made up of three widely dissimilar groups: 
(1) The native Bantu of negroid stock; (2) ‘‘Coloreds,” a mixture of 
races; and (3) Asiatics. 

Of the total population of 13,699,000 estimated at midyear 1955, 
the Europeans number 2,856,000, native Bantu, 9,161,000; the 
Coloreds, 1,242,000; and the Asiatics, 410,000. 

In the European or white population there are two national and 
linguistic strains: the English-speaking South Africans of British 
origin; and the South Africans of Netherland and French descent 
who speak Afrikaans and comprise about 60 percent of the white 
population. The classification of the white population as English- 
speaking and Afrikaans-speaking is based on the language spoken in 
the home. Actually, the majority of Afrikaans-speaking South 
Africans are bilingual and the trend is for the increasing number of 
English-speaking South Africans to learn Afrikaans. 
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Leading occupations of the European population as a whole are 
agriculture, manufacturing, commerce, public administration, trans- 
portation and communications, mining, and professional services. 

The gainfully employed Coloreds are engaged for the most part in 
agriculture, domestic service, as manufacturing employees, with 
considerably smaller numbers in construction and commerce and on 
the railways. 

Main occupations of the Asiatic (Indian) population in Natal are 
agriculture, commerce, hotel and domestic service, and the manufac- 
ture of clothing and footwear. Outside of Natal, about two-thirds 
of the Asiatics are engaged in retail trade, the remainder in hotel and 
domestic service and in the manufacture of clothing and footwear. 
Asiatics are barred from residing, or carrying on business, in the 
Orange Free State. 

The native Bantu furnish the low-paid labor on which the South 
African economy so largely depends. They perform the unskilled 
labor in the mines, on the farms, and in industry, although an existin 
shortage of both skilled and unskilled labor is resulting in a gradua 
increase in the number of skilled and semiskilled natives employed 
in industry. 

The native labor force in the mines is almost wholly migratory, 
coming from the overcrowded reserves and from other African terri- 
tories to earn cash wages and returning to the kraals (villages) when 
their contract period is ended. In varying degrees, native labor in 
other occupations is migratory. But the increasing number of natives 
who are permanently residents in the large cities is a social and eco- 
nomic development of growing importance, creating acute and as 
yet unsolved problems in providing housing and social services. As 
a result, legislation has been passed to control the influx of natives 
into urban areas. 


Historical background 


The first white settlement in South Africa was established at the 
Cape of Good Hope by the Dutch in 1652, and during the late 17th 
and early 18th centuries a number of Dutch, French, and German 
settlers arrived. At the time of the Napoleonic Wars the settlement 
passed into the hands of the British, and during the 19th century 
further immigration took place from Britain and other countries of 
Europe. Many of the descendants of the original Dutch settlers 
migrated northward in the 19th century to establish the independent 
republics of the Orange Free State and Transvaal. 

After the Anglo-Boer War of 1899-1902 these republics came under 
British control. In 1910 these two former republics joined with the 
British colonies of the Cape of Good Hope and Natal to form the Union 
of South Africa, a self-governing dominion within the British Common- 
wealth. As a result of further constititional developments within the 
Commonwealth, the Union, while still a member of the Common- 
wealth, is now a sovereign independent state in regard to both internal 
and external policy, with its own currency unit (the SouthAfrican 
pound) and its own financial and fiscal system. 


Relations with Southwest Africa 
After World War I the administration of the former Germany colony 
of Southwest Africa was entrusted to the Union to be administered 
under mandate from the League ofjNations as an integral part of the 
90584—57-——_-8 
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Union. The territory had a population in 1951 of 414,000 (including 
48,000 whites). By a Union statute of 1949, additional powers were 
granted to the Southwest African Legislative Assembly, and the 
territory was also granted representation in the Union Parliament. 
Today the territory is considered a fifth province of the Union by 
South Africans in spite of being a trusteeship of the United Nations. 
A referendum amongst the whites resulted in a decision for incorpora- 
tion. The full wish of its native peoples, however, can only be ex- 
pressed in a plebiscite held under U. N. auspices. Thus although 
South Africa claims that its chiefs willingly acquiesced, the real 
desires of the Africans remain unexpressed. 


Relations with High Commission Territories 


The High Commission Territories of Basutoland (a British colony) 
and Bechuanaland and Swaziland (British protectorates) had a com- 
bined population in 1946 of 1,045,000, of whom only 7,000 were 
whites. The administration of these territories is entirely the responsi- 
bility of the United Kingdom, but their economies are in many respects 
closely linked with that of the Union. Without agreement from the 
British the Union assumes that these three territories will auto- 
matically join them. Whether they will or not is a very questionable 
matter. 

Form of government 

The Union of South Africa is a self-governing Dominion, linked 
with the other members of the British Commonwealth of Nations by a 
common allegiance to the Crown. Under the Statute of Westminister 
passed by the United Kingdom Parliament in 1931, the Union is a 
sovereign state with unhampered freedom of legislation in domestic 
affairs and full control over its relations with other countries. 

Nominally, the head of executive and legislative branches of the 
Government is the governor-general, who is the representative of the 
Queen and is appointed by the British Crown on the recommendation 
of the South African Government. Actually, executive and legislative 
leadership is in the hands of the Union’s Prime Minister and his cabi- 
net. Legislative power rests in the house of assembly and in the senate. 

The house of assembly consists of 159 members, of whom 150 are 
directly elected to represent the electoral divisions in the Union, 6 are 
directly elected to represent the electoral divisions in South-West 
Africa, and 3 are elected to represent the Bantu of the Cape Province. 

In the election of the first group, all white citizens over the age of 
21 and, in addition, all colored males in the Cape Province complying 
with certain qualifications regarding education and income or property, 
are entitled to vote. White citizens of South-West Africa elect the 
second group, and the Bantu of the Cape Province elect white repre- 
sentatives for the third group. 

Steps have been taken to place white and colored voters in the Cape 
Province on separate voters’ rolls, where the latter group now elect 
4 white representatives to the house of assembly. This action is 
part of the Union’s segregation policy. 

The constitution has recently been deliberately revised, and the 
senate now consists of 89 members. In each of the 4 provinces of the 
Union there is an electoral college, consisting of the members of the 
house of assembly and the provincial council for that province, 27 sen- 
ators in the case of Transvaal, 22 in the case of the Cape Province, 8 in 
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the case of Natal, and 8 in the case of the Orange Free State. Two 
members are elected for South West Africa in a similar manner. Four 
senators are as heretofore elected by the native population. Eighteen 
are nominated by the Government, of whom nine are selected on the 
ground mainly of their thorough acquaintance with the reasonable 
wants and wishes of the nonwhite races. ‘The effect of the change is 
that the majority of the governing party will be substantially strength- 
ened in the senate, thereby facilitating the attainment of a two-thirds 
vote in the combined houses of parliament. The South Africa Act 
requires the affirmative vote of two-thirds of the two houses, sitting 
jointly, to amend or abrogate specified clauses of the South ‘African 
Act. 

At the present time nine senators are charged with representing 
the interests of the non-European people in the Union and South West 
Africa. Only Europeans can be members of parliament. Subject 
to certain property, income, and literacy qualifications some of the 
natives, coloreds, and Asiatics may vote but the great majority of the 
non-Europeans are disfranchised. 

By a compromise made at the time of Union to satisfy the Afrikaner 
and English-speaking elements in the population, South Africa has 
several capitals. Pretoria in the Transvaal is the executive seat of 
the Government, Cape Town where Parliament meets is the legislative 
capital of the Union, and Bloemfontein in the Orange Free State is 
the judicial capital. Under the constitution English and Afrikaans 
are recognized as official languages. 

In each of the four provinces an elected unicameral provincial 
council is the legislative body, consisting of the same number of 
members as are elected in the province for the house of assembly. A 
provincial council must have a minimum of 25 members. Each 
province has a chief executive officer bearing the title of administrator 
of the province, who is appointed by the Union Government. 

Falling under the legislative jurisdiction of the provincial councils 
are such matters as the control and administration of primary and 
secondary education, roads (other than national roads), traffic regu- 
lation, hospitals, and certain defined powers of taxation. 

The Union’s constitution (the South Africa Act of 1909) delegates 
certain specified powers to the provinces, reserving to the Central 
Government all residual powers. 

Agriculture, forestry, and fishing 


Limited rainfall and infertile soil restrict the areas suitable for crop 
production. Only one-third of the land surface receives 25 inches or 
more of rain a year. Estimates are that at most only 15 percent of 
the land is arable. 

South Africa, therefore, is predominantly a _ livestock-raising 
country characterized by large individual farming units. From the 
earliest days cattle raising and sheep raising have been the principal 
occupations of the rural population. Aside from meat and dairy 
products, the chief pastoral products are wool, mohair, cattle hides, 
sheep and lamb skins, and goat and kid skins. 

The principal field crops are mealies (maize or corn), the staple 
foodstuff of the Bantu, and wheat, oats, barley, rye, potatoes, sugar, 
and tobacco. Citrus fruits, deciduous fruits, and grap*3 ere cul- 
tivated; in some areas this is done under irrig: ation. Grape producti¢z 
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forms the basis for the Union’s considerable wine and brandy industry. 
A subtropical crop of increasing importance is peanut production, and 
the area planted to this oil-bearing seed is expanding. 
With the exception of wheat, South Africa is virtually self-sufficient 
in foodstuffs. 
Erosion over wide areas is a pressing problem which is being tackled 
under a Government-sponsored conservation program. 
Timber-producing forests are very limited in extent, covering only 
2 percent of the total land area. Principal timber crops are wattle 
trees, grown for the bark and tanning extract and also used as pit 
props in the mines; and eucalyptus trees, grown for their use as pit 
rops. Under a state afforestation program conifer plantations have 
een set out over the past 25 years in different parts of the country 
with the objective of providing at least a portion of the softwood 
requirements for building timber and shipping boxes. 
The Union has extensive fishery resources along its long coastline. 
Among the varieties taken is the Cape rock lobster, which in canned 
and frozen form enters into the export trade as a food delicacy. 


Gold 


South Africa is the world’s leading producer of gold. Increases in 
the price of gold from 1933 on were of material benefit to the industry. 

Peak production was reached in 1941, when 14,407,649 fine ounces 
were mined. Since 1941 production has generally showed a decline 
but a reversal in this trend has been noted in the last few years. 

While a number of factors have contributed to the long-term 
decline in gold production, such as the inevitable exhaustion of ore 
reserves in some of the older mines, increased production costs, and 
a chronic shortage of native labor, a new stage of development was 
marked in 1951. Two new gold mines, in the Orange Free State, 
commenced production in that year and 11 others were scheduled to 
follow. All 13 Free State mines are expected to be in full production 
by 1957. 

An additional source of revenue for the gold-mining industry has 
been the sale of fabricated gold articles on world markets at premium 
prices, ranging in some years up to an average of 11 percent above the 
official gold price. 

More important, however, from the standpoint of the long-term 
future of the gold-mining industry as a whole, has been the establish- 
ment of a satisfactory process for the extraction of uranium from 
gold-ore residues and the erection of uranium production plants by a 
number of gold mines with financing from official British and American 
sources. By the middle of 1954, 6 gold mines had reached the 
uranium-production stage, 23 mines in all having been accepted as 
potential producers. 


Diamonds 


After 1929 the Union lost its supremacy as the world’s leading 
producer of diamonds. In the succeeding years other African terri- 
tories expanded their output of industrial diamonds, surpassing the 
Union in the quantity of carats produced. However, along with 
Southwest Africa, South Africa is still in first place as the supplier 
of gem-quality stones. 
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Coal 


Next to gold and diamonds, coal ranks as the most important 
mineral. Of lower calorific value than United States or British coal, 
the South African deposits are the most extensive in the Southern 
Hemisphere and are sufficient to meet the country’s needs for many 
years. Compensating for the lack of hydroelectric power resources, 
coal provides the basic fuel for a potentially abundant supply of 
electricity for the mines, for industry, and for domestic purposes at 
reasonable rates. 

A recent development emphasizing the vital importance of coal as 
a source of power was the construction by an American engineering 
firm of a plant in the Orange Free State for the extraction of oil from 
coal. The project, known as SASOL (South African Oil, Coal, & Gas 
Corp., Ltd.), is a quasi-Government undertaking and was completed 
in the middle of 1955. It is expected to produce some 55 million 
gallons of gasoline annually, in addition to large supplies of diesel 
oil, fuel oil, and various chemical byproducts such as ethanol], pro- 
panol, and cresosote. Some 14 other chemicals will be produced. 
Other minerals 

Considerable quantities of copper, manganese ore, chrome ore, 
asbestos, and platinum are found in the Union and are important 
items in the export trade. Deposits of iron ore are the basis for an 
expanding iron and steel industry. Corundum is important, not so 
much because of the quantity and value of production but because 
the Union is one of the few sources of world supply. 

Production 


In an economic sense South Africa had its beginnings less than a 
hundred years ago. It is true that the country was discovered at 
about the same time as America and for the same reason—the search 
for a sea route to the wealth of the Indies. But for more than two 
centuries after the first permanent settlement at the Cape of Good 
Hope in 1652, South Africa remained an agricultural and pastoral 
land, important in world commerce as a provisioning station haley 
to the East. 

As a poorly endowed farming country, its rate of growth was slow. 
Then in 1870 diamonds were discovered at Kimberley and in 1886, the 
extensive low-grade gold deposits of the Witwatersrand were opened 
up. Mineral wealth continues to represent, directly and indirectly, 
an important factor in the modern economy although in recent years 
private manufacturing has become the primary contributor to the 
national income. 


Industry 


Rapid industrial development has taken place in the Union in the 
past 30 years. World War I, the moderate protective tariff of 1925, 
the prosperity and great expansion in mining which followed the gold 
increase in 1933, and the incentives to oeuduenal in World War II 
all played a part in the growth of the manufacturing industries. 
Many of the ground roots for the industrial advancement of recent 
years were established during the 1920-30 period as a result of official 
sponsorship of a broadened economy, implemented by the establish- 
ment through Government funds of an iron and steel industry, the 
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expansion of power facilities, and direct Government encouragement 
to private industry. 

Manufacturing activities are mainly concentrated in four industrial 
areas. The most important of these is the southern part of Transvaal 
Province, which embraces Johannesburg and the Witwatersrand 
industrial triangle including Pretoria and Vereeniging. In this area 
both heavy and light industries are located. Two mills of an iron and 
steel corporation, located at Pretoria and at Vanderbijl Park (near 
Vereeniging), had a combined ingot production in 1953 of 1,171,000 
short tons. In 1953 the corporation produced 63 percent of domestic 
steel requirements and approximateiy 38 percent of domestic tinplate 
requirements. 

The southern Transvaal is the center of the Union’s engineering 
industry, which supplies a large percentage of the requirements of the 
mines. Other industries include the manufacture of explosives, 
cyanide, chemicals, pharmaceuticals, building materials, appliances, 
clothing, office equipment, and furniture. 

The other three princ ipal industrial areas in the Union are: (1) 
Cape Town and the surrounding towns in the Western Cape Province, 
which produce processed foodstuffs, wines, tobacco produc ts, textiles, 
clothi ing, furniture, and light engineering items, and where part of the 
Union’s motor assembly capacity is located; (2) Durban, the center 
of Natal’s sugar growing and refining industry, the site of a rubber 
plant, oil wee, engineering and ship repair shops, and textile 
products, soap, fertilizer, paint, wail tanning extract plants; and 

(3) Port Elizabeth, the leather tanning and shoe og a ‘turing center, 
Se location of textile and knitting mills, and the site of automobile 
assembly plants and rubber tire factories. 

Power 

As a semiarid country with few rivers, hydroelectric energy is not 
important as a source of light and power. Fortunately, the Union is 
endowed with extensive coal deposits and these have made possible the 
generation of a supply of abundant and cheap electrical energy. 

The business of electric power supply in the Union is regulated by a 
basic statute—the Electricity Act, No. 42 of 1922. Under this act, 
two bodies are established, the Electricity Control Board and the 
Electricity Supply Commission (ESCOM). 

Despite a steady increase in power generation, power supply to date 
has been inadequate to meet fully all industrial and domestic consump- 
tion requirements. ESCOM is at present committed to an expansion 
program (aided by loans from the International Bank for Reconstruc- 
tion and De velopment) and by 1958 additional plants and extensions 
wili provide ESCOM with an installed capacity of some 3 million 
kilowatts. 


Transportation 
Public transport facilities are Government owned and operated. 
The railways, airways, harbagrs, and most of the highway transport 


are operated by the South African Railways and Harbors Administra- 
tion under a Cabinet Minister of Transport. 


Railways 
The Union has no inland waterways and depends mainly on the 
railways for long-distance hauls. Total route mileage as of March 31, 
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1954, was 13,413, including about 1,463 miles in South West Africa 
which are incorporated in the Union’s system. 


Water ports 


South Africa is well served by its four major water ports. In the 
order of tonnages handled, they are Durban, Cape Town, Port Eliza- 
beth, and East London. Lourengo Marques in the contiguous 
Portuguese oversea Province of Mozambique is important in the transit 
of heavy and bulk products to the Witwatersrand. The harbors of the 
Union and South West Africa are controlled and operated by the 
Railways and Harbors Administration. 


Highways 

There were about 91,000 miles of road in the Union in 1950. 
Approximately 4,580 miles are asphalt surface, 23,560 miles, crushed 
stone and gravel, and 63,130 miles, earth roads. <A beautiful highway 


is now in use between Pretoria and Cape Town and continues up the 
east coast to Port Elizabeth and Durban. 


Foreign trade 


Despite the greatly accelerated rate of industrial growth of recent 
years, the Union of South Africa is still a net importer of both consumer 
and capital goods, purchasing from other countries in the aggregate 
more than it sells (excluding gold). On the whole, South African 
imports consist chiefly of manufactured producer and consumer goods, 
while exports from South Africa still are largely made up of agricultural 
and mineral raw materials. 

A great range of goods enters the Union. Among leading imports 
in recent years have been iron and steel items; industrial and agri- 
cultural machinery; electrical machinery and automobiles; piece goods 
of cotton, rayon and wool; clothing; gasoline and oil; wood; and paper. 

Exports of South Africa have likewise shown a marked upward 
trend in postwar years. Leading exports, other than gold, are wool, 
hides and skins, fresh fruits, rough and cut diamonds, cargo and bunker 
coal, asbestos, copper, chrome, platinum, and manganese ore. Man- 
ufactured goods, which are exported principally to adjacent African 
territories, include footwear and clothing, machinery, steel pipe, 
enamelware and hollowware, motor vehicles (assembled in South 
Africa), and rubber tires. 

Historically the British Commonwealth has played a primary role 
in South Africa’s external trade. In 1953 the Commonwealth supplied 
51.9 percent of the Union’s imports and received 52.8 percent of the 
Union’s merchandising exports. On the basis of country distribution 
of South Africa’s trade, the United Kingdom has been by far the largest 
market and source of supply, furnishing in recent years 30 to 40 percent 
of South Africa’s imports and taking 20 to 30 percent of South Africa’s 
exports. 

The United States, in the postwar period, has assumed an expanded 
role in South Africa’s trade and in 1947 and 1948 it superseded the 
United Kingdom as the major supplier. The imposition of trade 
controls in the Union toward the end of 1948 tended to curtail sharply 
imports from the United States in succeeding years, but the United 
States has retained its position as the second leading supplier, furnish- 
ing about 20 percent of the goods imported into the Union. 
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Health and education 


The Union’s health facilities are excellent for both white and non- 
white. Educational facilities are equally on a high level. It is in the 
training of leaders in health and education of the African people that 
difficulties have arisen due to the segregation policy. Although provi- 
sions have been made for purely “African colleges and some com- 
promises in allowing African students in the white universities, much 
remains to be done in the training of Africans to take their place 
among their numerous untrained peoples. The Government claims 
that comparable expenditures for Bantu education exceed those for 
Africans in other states. The costly process of maintaining four 
educational systems eliminates the most important element of all 
education—namely the interchange of cultures on which all progress 
rests. 
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Native press 

More than 20 percent of the South African Bantu are literate and 
they are able to read both English, Afrikaans and many of the ver- 
naculars. The white papers are carefully read and there is much 
discussion of the possible freedoms of the West Coast. Of greater 
interest is the ‘‘partnership” concept of the Rhodesias and the free 
university. 

Nationalist Bantu leaders do not speak much of a separate inde- 
pendent state, but rather against the abrogation of human rights and 
for more chances for economic freedom and education. Two African- 
owned papers are in the forefront of this agitation. The Drum has a 
circulation of 75,000 in the Union and 12,000 in West Africa; Zonk 
has a circulation of 62,000 in the Union and 2 5,000 all through Africa 


Race relations 


The South African problem of race relations concerns the problem 
of the Bantu and the necessity of having them in the white areas, 
agricultural or industrial. The Gover nment’s official policy is that 
the Bantu have rights only in their reserves, comprising approx- 
imately 50,000 square miles, or 13 percent of the South African land 
area. The avowed policy of the Government is that the Bantu can 
best develop their own separate Bantu state where the whites would 
have no more rights than the Africans would have in the white 
counterpart. 

The 9,161,000 Africans or Bantu as such have no rights anywhere 
in the Union of South Africa, except on their own native reserves. 
When working in the white areas, the Bantu must have specific passes 
to allow them to move from area to area. They are also segregated 
in special townships outside the white area, where they cannot own 
land but must pay fixed rentals. 

“Apartheid” (pronounced apart-hate) is a word from Afrikaans, the 
principal language of the Union of South Africa. Its literal translation 
is apart-hood or separateness. In South Africa it means racial seg- 
regation—of a type considerably more extreme than anything we have 
had in the United States. 


Nationalist position 
High Government officials currently administering this problem of 


“separateness” between the Africans and whites have given answers 
which they feel are unassailable. They argued that Americans believe 











AFRICA, SOUTH AND EAST OF THE SAHARA 99 


that the South African Bantu and American Negro are interchange- 
able terms, but pointed out that the American Negro has much more 
in common with the white American than he has with the black Afri- 
can and that he is an integral member of western civilization, while 
the Bantu is not. 

These officials explained how the development of the Union—a 
modern European state in Africa—has disrupted the tribal life of the 
Bantu, has deprived the Bantu of much of his warmaking capacity, 
has largely increased his numbers, and has superimposed upon him 
problems of health, adjustment, and civilization which his ancestors 
never knew. They spoke much of their plans to separate the two 
races to enable the African also to develop freely in his own native 
areas even as the white man is doing in his. 

These officials also argued that the Nationalist Party in South Africa 
had formulated its policy on the problem of race relations, for the pur- 
pose of finding a way of life acceptable to the millions of Africans by 
maintaining in the country a standard of order, development, and 
tranquility such as to make life worth living not only for the Bantn, 
Colored, and Asiatics, but also for the ruling white minority. 

These pronouncements never seemed to answer far-reaching ques- 
tions about the possibilities for Africans to develop independence, 
political maturity, equality in social life, or to create separate inde- 
pendent areas. 

The Minister of Native Affairs has made the solution of the problem 
of race relations sound very plausible, but he omitted any reference 
to the effect on Africans of the drastic ‘‘pass’”’ system regulations, of 
compulsory removal to Government-built “native” townships, of com- 
pulsory Government school education superimposed on mission edu- 
cational procedutes, of segregation policies in transportation, of dwell_ 
ing quarters in all towns, and of the repressed right to join labor unions 


Bureau of Racial Affairs 


One private organization, the South African Bureau of Racial 
Affairs in Cape Town, has made a very determined defense of 
apartheid. The SABRA group declared that apartheid is a “formula 
of peaceful coexistence of the various groups in South Africa.”’ 

Its leaders have insisted that SABRA does not believe in apartheid 
because of any principle of basic superiority or inferiority of any race. 
They said that they subscribed to the United Nations conception that 
there is no inferior or superior race and that they did not have any 
patience with the old Nazi philosophy of the ‘‘master race.” 

This group interpreted “apartheid” as meaning a complete division 
of black and white peoples geographically in separate states. Further- 
more they maintained that such a geographical division would give the 
native peoples political expression, which they now lack (except in a 
modified form in their reserves) and also give them a chance to modify 
their old tribal laws to fit modern needs. 

When challenged whether it was fair to allocate only 13 percent of 
the land area in South Africa to a group of people outnumbering the 
whites 4 to 1, and with no estimate being made of the mineral wealth 
or other modern facilities to be given to the Bantu, no answer was 
forthcoming. Nor did the group explain whether the proposed Bantu 
separate areas or reserves would one day become an independent 


country with its own administrative setup, defense and international 
relations. 
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Constitutional change 


In the Cape, another facet of the race-relations problem is creating 
deep resentment, namely, the decision to separate the ‘‘Cape Coloreds” 
from the white rolls of eligible voters. More than a million of these 
people of mixed racial background live in South Africa and have been 
able to rise slowly to a position where they would be able to attain a 
standard of living comparable to that of the white man. In many 
towns, and especially in the Western Province, their votes are numeri- 
cally important. Now, however, their names have been stricken from 
the white rolls, and they have been forced to vote for four European 
members to represent them in the South African Legislature. 

In Cape Town our party met several active members of the Black 
Sash Group, who are sincerely opposed to having the Constitution of 
South Africa revised in such illegal fashion and have become a focus 
of attention to shame Nationalist leaders to set matters right. 


Moderate position 


A synthesis of the moderate position was that contacts between the 
English and the Boers and outside world have increased to such an 
extent that the beneficial influences will be very evident in a short 
time and will result in a much more compromising and lenient inter- 
pretation of the apartheid policy. 

With the Union’s fear of possible Communist infiltration from the 
north and her efforts to prevent the setting up of a so-called Ebony 
Curtain efforts have been initiated for a possible Pan-African Defense 
Union. In other words, the nationalist leaders have already learned 
that the Union “cannot live in isolation’”’ which she is in the process of 
doing by means of her repressive segregation policies. 

Impressions 


Our party came away with somewhat mixed impressions after 

visiting several towns. 
Johannesburg 

Johannesburg, a strikingly modern city, situated in the highveld of 
Africa, surprises the visitor with its magnificent buildings, broad 
boulevards and modern conveniences and bustling activity. Gold and 
uranium have contributed much to these signs of prosperity. 

One very enlightening experience was a tour with a famous social 
worker, through some of Johannesburg’s slums. This included a visit 
to Sophiatown, from which the Africans were being transported to a 
new village built for them because under the segregation laws the 
Bantu are not allowed to have property in strictly demarcated white 
areas. 

Johannesburg, with its population just under 1 million people, of 
whom approximately 50 percent are African, fae problems not only 
with its hundreds of thousands of African mine workers but also 
with the continuous influx of Africans who flock to the city to work 
in its manifold industries. This inflow has created great problems 
of housing, sanitary arrangements, delinquency and lawlessness, lack 
of educational facilities. Whether these great numbers of transients 
can be absorbed is problematical. 
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Cape Town 

The beauty of this busy port nestling in the shadow of Table 
‘Mountain cannot easily be described. Words are colorless and inade- 
quate when one considers the shimmering harbor, the magnificent 
scenery of the Cape Peninsula, and the surrounding country. 

Stellenbosh, 30 miles from Cape Town, is known as the particular 
stronghold and fountainhead of “apartheid’”’ philosophy. It is also 
the center of training for the Dutch Reformed Church with its policy 
of racial exclusiveness. 

The Cape Colored live mostly in the Cape Flats areas and have 
creat difficulty in finding suitable housing. The Cape Flats Distress 
Association is a privately supported organization concerned mainly 
with low-cost housing for the Cape Colored. It was heartening to 
note how, without much if any publicity, this association proved that 
there are sill many devoted selfless white people in South Africa who 
recognize the need for action. 

All in all, Cape Town seemed quite and far removed from the hurly- 
burly of boisterous Johannesburg. 

Port Elizabeth 

From the financial metropolis of Johannesburg, via the quiet 
cultured atmosphere of Cape Town, our mission arrived at Port 
Elizabeth, a hustling industrial city, which has probably grown faster 
than any other place in southern Africa. 

Large factories stretch for more than 7 miles along the coast, with 
new ones opening every week, and the traffic is reminiscent of rush- 
hour traffic in Washington. In this city many of the larger factories 
and businesses have American connections. The most important are 
the motor and tire companies. 

Several of the prominent American businessmen gave their inter- 
pretations as to how the problem of race relations affected their 
businesses as well as giving our mission possible solutions for the 
thorny race question. One of the most important concerns of manage- 
ment in Port Elizabeth is the use that can be made of African low-paid 
labor. Some businessmen complained bitterly of the instability of 
the Bantu, the high turnover and low potential for training or im- 
provement. Other businessmen, however, enjoyed comparative 
success in the training and use of these non-Europeans. 

Some members of our party were escorted through the Livingstone 
Memorial Hospital for natives. But the attitude toward the Africans 
as portrayed there disheartened us somewhat, for it seemed that the 
“milk of human kindness” somehow was lacking, which is an 
essential spirit in the settlement of the question of race relations. 

Durban 


Durban seemed to synthesize the complicated racial setup of the 
Union. Here the whites face not only the problems of the Bantu 
and the Colored, but also the Indians. 

,rought over from India initially as workers in the sugar plantations, 
the Indians have increased and prospered to such an extent that they 
are alleged to constitute an active threat to the economic life of the 
Bantu as well as the easier-going white people. Complicated schemes 
for their repatriation to India have been evolved through the years, 
but few have gone back to their homeland. The Indians contend 
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that South Africa is their homeland and as such they should have a 
specific say in their own destiny. They were particularly resentful 
of new regulations forbidding them to own property and private homes 
in specially demarcated white areas. 

Our mission visited Sastri College, a leading Indian school. The 
principal, a moderate man, well-educated and not bitter, explained 
many of the difficulties under which the Indians labored in South 
Africa. The whites and Bantu both resent the Indians’ intelligence 
and industry and wish to have their sphere of activities restricted. 

Indians are to be found in ever-increasing numbers all along the 
East Coast of Africa; hence interchange with India in commerce and 
communication is increasing continually. In other countries such as 
Tanganyika, the Indians are treated as equals and they want similar 
action in South Africa. 

In Durban is the McChord Zulu Hospital, a multiracial hospital, 
medical and nursing school. The medical missionary doctor has 
worked from the basic premise that, given a fair chance, Africans can 
assume full responsibilities. Using this approach he has proved that 
Africans can be trained to be good doctors and nurses. 

In this hospital, there are interns and nurses who are white South 
Africans, Bantu, Indians, and Indonesians, all working together in 
harmony. It was encouraging to see how in this country a Canadian 
missionary has handled the problem of race relations. 

Honest appreciation of each other’s capacities and capabilities and 
a desire for cooperative living will make more for harmonious race 
relations than any restrictive or repressive actions. 


Health 


South Africa is radically different from the other countries south 
of the Sahara in her health methods and care. 

Available information gives 5,000 registered physicians, 12,000 
nurses, 7,000 midwives, and 1,000 dentists. 

All health services are under the Department of Health which is 
in turn under the Ministry of Health. Public health matters are under 
the direction of the local health service and, therefore, there is much 
variation in the quality and scope of public health work. Hospitals 
are the responsibility of the provincial administrator rather than the 
Central Government and are operated by municipalities. In 1940 
there were approximately 5% beds for white people per 1,000 white 
population and there were 2 beds for natives per 1,000 native popula- 
tion. More recent figures would undoubtedly reflect improvement. 
Medical care for the indigent is the responsibility of the district 
surgeons who are Government employees. A national health service 
program is in effect. Health centers have been established for medical 
care. There are also district nursing services on a governmental 
basis. The missions are active in public health work and also are 
responsible for a significant amount of medical care among the 
natives. The Union of South Africa Department of Health maintains 
clinical laboratories, generally in the larger hospitals. 

Tuberculosis is a major problem particularly among the natives who 
live in congested areas. Outbreaks of smallpox are quite common, 
From 600 to 1,000 cases of meningococcic meningitis are reported 
annually. Poliomyelitis, leprosy, and malaria are other major disease 
problems. There is very little human trypanosomiasis in the Union 
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of South Africa, but the trypanosomiasis of cattle, so-called nagana, 
is very common. There is much avitaminosis and undernutrition. 


Summary 


Medical care in the Union of South Africa varies greatly. In the 
larger centers, medical care for the white people compares favorably 
with that of the United States. However, medical care is notably 
deficient in the rural communities and among the native population. 
Although it is improving steadilv, there is much to be done. The 
ratio of medical personnel to the population is better than that of the 


other countries visited and hospital and laboratory facilities are also 
better. 














THE SUDAN 
The land and people 


The Sudan is an immense plateau of 967,500 square miles in the 
northeast corner of the African Continent. It lies across the middle 
reaches of the River Nile and is bounded on the north by Egypt, on the 
west by the Kingdom of Libya and French Equatorial Africa, on the 
south by the Belgian Congo, Uganda, and Kenya, and on the east 
by the Red Sea and the Empire of Ethiopia. 

From the southern boundary the terrain changes from tropical 
forests and savannah through vast swamplands, open semitropical 
savannah, and scrublands to the sands and arid hills which lie 
between the Red Sea and the vast Libyan and Sahara deserts. 
Through these diverse regions the White Nile, the main stream of the 
Nile, flows from south to north along a course of some 2,140 miles and 
is joined by three main tributaries, the Bahr el Ghazal, the Blue Nile, 
and the Atbara. North of Khartoum most of the cultivation is 
dependent on the river; elsewhere there is sufficient rainfall for light 
cultivation or grazing. 

The economic importance of the Nile to the Sudan is very great. 
Apart from serving as a link between the peoples of the north and the 
south, the Nile waters are indispensable to agriculture and life of the 
Sudan. 

The climate of the Sudan covers a wide range of conditions. In the 
northwest, desert conditions prevail. Southward the amount of rain- 
fall increases. North of Khartoum the desert has given way to steppe 
conditions. South of Khartoum are the tropical savannah lands, 
which in turn give way to the tropical rain forest in the extreme 
southern area where are formed the headwaters for the main tributaries 
of the Nile River. 

Administratively. the Sudan is divided into nine Provinces— 
Northern, Kassala, Khartoum, Darfur, Kordofan, Blue Nile, Upper 
Nile, Bahr el Ghazal, and Equatoria. The first 6 of these are known 
as the Northern Provinces, the other 3 as the Southern Provinces. 

No complete census has been taken in the Sudan although fairly 
accurate counts have been made in some areas, especially cities and 
large towns. An official estimate places the total population at be- 
tween 8 and 9 million persons, indicating a density of 8 or 9 per square 
mile. The population is very unevenly distributed, however, with 
more than 2 million people concentrated in the small area (only about 
64,000 square miles) comprising the Blue Nile Province and Khartoum 
Province. In these 2 provinces the density is 30 persons per square 
mile, contrasted with 4 in the northern province. 

The Sudan’s population is known to be increasing at a rapid rate 
from the cenerally accepted estimate of less than 2 million only 50 
years ago. There is nothing in the social systems of either the 
Moslem north or the non-Moslem south Sudan to suggest that the 
expansion of population will be checked. 

The principal urban centers of the Sudan are the adjoining “three 
towns” of Khartoum (the capital), Khartoum North, and Omdurman 
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(total population about 335,000), Port Sudan, the chief port city 
(47,500) and Atbara (37,000). In 11 other towns the population 
exceeds 15,000 each. 


History and government 


Before 1821 the Sudan had no rulers except various chiefs who con- 
trolled specific areas. In that year Egypt, as part of the Ottoman 
Empire, sent an army to conquer the Sudan for the purpose of obtain- 
ing gold, slaves, ivory, and to discover the sources of the Nile. By 
1841 the whole area was subjugated to the governor of Egypt. 

In 1881, due to the corrupt taxation efforts of Egypt in controlling 
the Sudan, a religious leader proclaimed himself ‘‘Mahdi,” or the ex- 
pected Messiah of Islam and conquered the country. Khartoum fell 
and General Gordon was killed. A few months later the Mahdi died, 
and for 13 years the area was ruled by one of the subordinates. During 
this time the population was terribly reduced by warfare and famine. 

By 1896 a joint Anglo-Egyptian force under Lord Kitchener set out 
to recover the Sudan and defeated the Mahdists at Atbara and Om- 
durman. A condominium was set up by which England and Egypt 
administered the country under a Governor General. By 1913 the 
Sudan became financially independent of Egypt, who in her turn ob- 
tained her independence from England in 1922. By 1924 Egypt’s 
influence was completely excluded by the withdrawal of all Egyptian 
officials as well as the changing of the army into the Sudan Defense 
Force. 

In 1936 the United Kingdom and Egypt signed a treaty of alliance 
and friendship and agreed to continue the condominium regime in the 
Sudan. It reiterated the governing principles of British administra- 
tion which had been announced in 1898; namely, “that the primary 
aim of the administration in the Sudan should be the welfare of the 
Sudanese.” 

In accordance with this welfare provision, a Northern Sudan Ad- 
visory Council was set up in May 1944, to test whether the Sudanese 
could begin to rule themselves—which was ably proved in less than 4 
years. In 1948 a special commission drafted a new constitution with 
provisions for an elected Legislative Assembly and an Executive Coun- 
cil. A commission composed entirely of Sudanese and comprising all 
political parties revised this constitution with a plan for a parliament 
of 2 chambers with cabinet responsibility—the whole program en- 
visioning full self-government for the Sudan. This commission was 
dissolved in 1951 when the Egyptian Government unilaterally de- 
nounced the Condominium Agreement and stated categorically that 
final self-government of the Sudan would depend upon two choices: 
either the Sudan could choose complete independence or a union wit 
Egypt. The Constitution Amendment Commission had drafted a 
self-covernment statute which was approved by the locally elected 
Assembly in 1952. 

In the meantime, a new regime had been established in Egypt in 
July 1952 by General Naguib [a half-Sudanese himself] who agreed 
that the Sudan should have self-determination. Thus, on February 
12, 1953, the Anglo-Egyptian Agreement was signed which recognized 
the right of the Sudanese to self-determination and provided a limited 
transitional period of self-government and machinery for the ending 
of the existing condominum. Under this agreement a self-governing 
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parliament was elected in November for a maximum period of 3 years. 
This parliament would decide the future permanent form of self- 
determination. In the ensuing elections the pro-Egyptian National 
Unionist Party beat the pro- -Independence Umma Party. By March 
10, 1954, the party in power began to implement the specific points of 
the Anglo-Egyptian Agreement of 1953; namely, (1) the Sudanization 
of the services—that is, that all senior positions in the administration, 

police, and Sudan Defense Force would be filled by Sudanese, (2) a 
‘el and neutral atmosphere for self-determination would bemaintained, 
and (3) to foster politic ‘al unity. 

By July 31, 1955, the entire process of Sudanization of British and 
Egyptian officials was completed, and both Houses of Parliament asked 
the British and Egyptian Governments to implement their ieee 
of 1953 and withdrew their military forces by November 12, 1955 
This wasdone. Under the agreement a newly elected Assembly would 
set up the final procedures for a national referendum concerning com- 
plete independence or union with Egypt. Instead of electing ®& new 
assembly, all parties agreed that the time was ripe for self-determina- 
tion by decree in December 1955. Parliament notified both the 
British and Egyptian Governments that on January 1, 1956, the 
Sudan would consider herself completely independent and emerge as 
a state in Africa. On that date she would emerge as a sovereign 
self-coverning entity ready to enter the United Nations as a willing 
and equal partner and at that time also expected to set a pattern of 
relations with her Middle Eastern neighbors in the north and the 
African bordering states in the south. 

Economic developments 

The Sudan is an agricultural and pastoral country whose chief 
wealth lies in a land and water resources. It is essentially a one-crop 
economy, with cotton and its products accounting for 60 to 80 percent 
of foreign earnings. Cotton has not proved to be a “safe” crop 
owing to seasonal variations in yield and to price fluctuations on worid 
markets. Other crops such as great millet (dura), sesame seeds, and 
peanuts (groundnuts) are being cultivated both for domestic consump- 
tion and exports in an effort to diversify the Sudan’s foreign exchange 

sarnings. 

Industrial development in the Sudan is extremely limited and 
consists principally of the processing of agricultural products. There 
is no cheap power, and no paying mineral deposits have been discov- 
ered. The inadequacy of the present transportation system to handle 
more traffic and the high cost of hauling agricultural products over 
great distances are other major hindrances to economic development. 

The rain-land farmer, who is the backbone of the Sudan economy, 
has been reduced to a state of permanent indebtedness through the 
system of crop mortgaging to obtain working capital. The Govern- 
ment is combating this situation by encouraging cooperative societies 
and by more liberal agricultural loans. It has also done much to 
open up new areas by providing water, both from deep boreholes 
and from reservoirs, and by experiments with mechanized farming 
of large areas. 


Agriculture 


The incidence of rainfall divides the country into three fairly distant 
agricultural zones: (1) The northern desert belt, which extends south- 
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ward from the Egyptian border some 400 miles, where an annual 
irregular rainfall of Sonn than 4 inches confines agricultural development 
to the natural flooding or artificial irrigation of the lands bordering 
the Nile; (2) the wide central belt, the most important one, with an 
annual rainfall of 4 to 19 inches occurring in brief periods from July 
to October (this belt extends across the south of Kassala, Blue Nile, 
and Kordofan Provinces and is bisected by the White and Blue 
Niles and contains the Gezira, the granary of the Sudan); and (3) the 
southern belt, where the rainfall varies from 20 to 47 inches per year. 
While this amount of rain is adequate for virtually all tropical plants, 
the remoteness of the southern belt and the limited transportation 
facilities preclude the development of cash crops and farming is 
mainly on a subsistence level. 

Most of the rain-grown crops are cultivated by hand. However, 
in Gedaref district of Kassala Province and also in the heavier rain 
areas of the South, large-scale experiments in mechanized farming are 
being carried on. Wherever the rainfall is deficient irrigation is 
required—either flood irrigation, including “flush’’ irrigation as prac- 
ticed in the Gash and Tokar Deltas, or irrigation by lift or gravity 
flow, including the shaduf (counterbalanced dipper), the saqia (water- 
wheel), and pump irrigation (1,108 pump schemes in use in 1953). 

No census of the animal population has ever been conducted in 
the Sudan. Rough estimates, made by the Sudan Veterinary Service, 
indicate that there are approximately 5,500,000 cattle, 2 million 
camels, 6 million sheep, and 5 million goats. In addition there are 
some 40,000 horses an 700,000 donkeys. 

Gum arabic is the sole forest product exported from the Sudan on 
other than a minor scale. Between 80 and 90 percent of the world’s 
gum arabic is drawn from the Sudan, which has a near monopoly 
position in the supply of this product. 

Dom palm nuts, known as vegetable ivory, are used for the manu- 
facture of cheap buttons. Other forest products which are exported 
are beeswax, senna, and garad (sunt pods) used in tanning. 

The price of cotton, which is determined by the Government, has 
little effect upon the production of irrigated cotton in the Sudan, 
since there is no alternative cash crop. In Government and private 
irrigation schemes, with fixed overhead and tenancy commitments, 
the cultivators continue to raise cotton even though profits may vary. 

The availability of labor or rather its willingness to work, described 
as the ‘‘ceiling of effort,” is a limiting factor in agricultural production. 
The Sudan is one of the hottest countries in the world, and the Sudan 
agricultural worker, whose wants are few, may choose not to work in 
the sun after his basic needs are filled rather than produce more crops 
for the purchase of nonessentials he can do without. However, the 
rising standard of living encouraged by the Government is raising the 
“ceiling of effort’? and, consequently, productivity; also the popula- 
tion is increasing. Both factors are expected to help solve the labor 
problem in agricultural production. 

One of the major problems of the present Government is the lack of 
trained personnel to take over the management of the agricultural 
schemes. However, the Sudanese are becoming aware of new oppor- 
tunities and are attending technical schools in increasing numbers; 
and the Government development programs have allocated funds for 
the training of Sudanese. 

90584—57——9 
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Most of the agricultural investment in the Sudan has been carried 
out by the Government owing to the prevailing shortage of capital 
in both the domestic and foreign fields. As a result, the Government, 
through its various development schemes and programs, financed 
through long-term investment, has come to dominate the agricultural 
picture. Through Government investment in the Gezira, White 
Nile, and Blue Nile pump schemes, the Gash and Tokar Delta irriga- 
tion projects, and the Nuba Mountains cotton production plans, it 
controls about 90 percent of cotton production. 

Normally, a freehold title to agricultural land is not granted to 
non-Sudanese, so foreign participation has been negligible in the de- 
velopment of agriculture, with the exception of the Gezira Scheme 
During the first stages of the Gezira’s development, from 1925 to 
1950, it was under a triple partnership of the Government, tenant- 
cultivators, and 2 British firms, with 40 percent owned by each of 
the first 2 partners and 20 percent by the companies. The company 
concessions ended in 1950 and their share was turned over to a Govern- 
ment corporation known as the Sudan Gezira Board. 

Minerals 

During the past 50 years territory approximating two-thirds of the 
Basal Complex has been prospected by various companies and indi- 
viduals, mainly British, at a cost of some E£500,000 ($1.4 million). 
No United States investments have been made in Sudan mining 
activities. 

The 1951-56 development budget of the Sudan has an allotment of 
$209,137 for mineral investigation. Most of this will be used to ex- 
pand the Geological Survey Department and to accelerate its work of 
mapping the Sudan. 


Industry 


Industrial development in the Sudan is hampered by a lack of 
capital, power, and skilled labor, and consists principally of a limited 

number of secondary industries located in the major towns of the 
northern Sudan and operated mostly by residents of foreign extrac- 
tion. Among these industries are metalworking establishments; 
mineral water bottling plants; vegetable oil presses; manufacture of 
common soap; production of vegetable ivory slices and blanks which 
are exported to be finished as buttons; hand tanning of sheep and 
goat skins; manufacture of primitive pottery such as water coolers; 
and the weaving of handspun cotton. 

In the 1951-56 development program a plan is under way to move 
workshops and stores to the light industrial area of Khartoum and to 
provide an extension to existing electricity service and water supplies 
in Kosti, Dueim, and Bakht er Ruda, El Obeid, Kassala, and Shendi. 
Transportation 

Transportation is provided mainly by the state-owned railway and 
steamer services. 

The railway system comprises a north-south route from Wadi 
Halfa and again from Khartoum as far south as Juba. Between Wadi 
Halfa and Khartoum cataracts hinder navigation except for short 
stretches. South of Juba, a motor road connects with Nimule on 
the Uganda frontier; from there steamer services of the Kenya and 
Uganda Railways connect to Lake Albert and beyond. 
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There is only one port—Port Sudan on the Red Sea. 

Roads in northern Sudan, other than town roads, are cleared tracks 
that are mostly impassable following rain. In Equatoria and Bahr 
el Ghazal Provinces there are a number of good graveled roads with 
permanent bridges. 

Civil aviation has played an important part in the development of 
the Sudan in the postwar years. Fast travel to and from the Sudan 
has stimulated trade. The replacement of costly telegrams and 
cables by airmail letters is one of the greatest benefits which civil 
aviation has brought to the Sudan, speeding up the machinery of 
administration, trade, and finance by relatively cheap and rapid 
communication. 


Twenty-six airfields of varying size and construction now exist in 
the Sudan. 


Trade 

The basic unit of currency is the Egyptian pound (E£) of 100 
piasters tarif (P. T.) or 1,000 milliemes (m/ms). One Egyptian 
pound is equivalent to US$2.87. 

The trade of the Sudan is concerned predominantly with the export 
of primary or semiprocessed agricultural and animal products and 
the import of the consumer needs of a developing country. The popu- 
lation’s requirements for food are met mainly from domestic re- 
sources—the principal exceptions being sugar, tea, and coffee. 

The Sudan’s dependence on cotton as the major export crop and 
chief source of income, and the resulting price fluctuations on world 
markets in recent years, has appreciably influenced the foreign trade 
pattern in that country. 

Traditionally, cheap cotton piece goods have been the Sudan’s 
most important import, supplied mainly by India and by the United 
Kingdom. Owing toa Government ban in 1953 of welinuntied varieties, 
imports of cotton piece goods fell to third place in order of importance 
while base metals and manufactures assumed first place followed by 
vehicles and transport equipment. Other commodities imported were, 
in order of importance, machinery, sugar, petroleum products, arti- 
ficial textiles, coffee, wheat, flour, tea, chemicals and pharmaceuticals, 
and jute sacks, 

While the United Kingdom has historically been the most important 
market for the Sudan’s exports and the most important source of 
supply, furnishing 43 percent of all imports in 1953, there are indica- 
tions of increasing competition from various other suppliers. During 
the postwar period, India has assumed second place in total foreign 
trade, while Egypt, historically an important market as well as source 
of supply, has ranked third. 

According to Sudan Government statistics, the United States, in 
1953, supphed about 1.1 percent of total Sudan imports. Prineipal 
commodities, in order of importance, included gasoline, motor vehicles 
and parts, kerosene, and vehicle tires and tubes. Exports to the 
United States from the Sudan in 1953 were 2.3 percent of total exports. 
Major commodities, in order of importance, were gum arabic, Sakel- 
type cotton, sheepskins, goatskins, senna, beeswax, mother-of-pearl, 
and chillies. 
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Two plans for economic development 


In 1946, the Sudan Government inaugurated its first development 
program ($41 million), which was to run from 1946 through 1951. 

urimg this period work was accomplished on extension of irrigated 
areas in the Gezira; improvement of rural water supplies and soil 
conservation; introduction of experimental projects in mechanized 
agriculture; improvement of economic and social conditions in Equa- 
toria Province; construction of cotton ginning and oil mill factories; 
improvement in veterinary services; improvement in transport and 
telecommunications, including civil aviation facilities; improvement in 
education; and extension of basic geographical and geological surveys. 

The 1946-51 development program was mainly intended to provide 
replacement for permanent capital and for catching up on unfilled 
economic development plans. Fully one-third of this program was 
devoted to deferred maintenance of various public works. Other large 
capital expenditures were $11.48 million for the Sudan Gezira Board 
including $5.74 million for the purchase of the investments of the 
companies and $4.6 million to acquire the capital of Khartoum and 
Wad Medani utility companies. Still another large expenditure was 
for irrigation—toward expansion of the Gezira Scheme and raising 
the level of the Sennar Dam. Relatively small expenditures were 
allocated for general education and social services. 

The 1951-56 development program made possible by record cotton 
prices and excellent cotton yields of 1951-52, is by far the more im- 
portant of the two programs. It is presently budgeted at $97.58 
million of which over $91.84 million has already been appropriated, 
the remainder to be raised from the ordinary budgets of the years 
1954-55 and 1955-56. The $97.58 million is allocated as follows: 
Communications, $26.58 million or 27 percent; productive schemes, 
$22.51 million or 23 percent; public utilities $14.77 million or 15 per- 
cent; social services, $19.75 million or 20 percent; administration and 
reserves, $13.97 million or 15 percent. 

The largest single item in the budget is E£4.5 million for expansion 
of the Sudan Railways. This will be augmented by an equal amount 
to be provided by the railways. The second largest single item is the 
allotment to the Ministry of Education of E£3.5 million to be spent on 
primary, secondary, and technical education. 

With completion of the second development program a significant 
improvement in basic public utilities as well as principal agricultural 
and industrial projects is anticipated. The Sudan’s most pressing 
economic need appears to be an efficient transportation system, 
thereby permitting the low-cost distribution and marketing of 
products. 


Education 


After the occupation of 1898 one of Lord Kitchener’s first acts was 
to lay down a principle that the Sudanese should be educated to play 
a full part in the regeneration of their country. In 1900 the aims 
were stated as (1) to provide vernacular schools to spread elementary 
education among the masses; (2) to create a technical school for train- 
ing competent artisans; and (3) to supply educated Sudanese for the 
Army and civil service by intermediate schools teaching English. In 
the whole Sudan at that time only 300 boys were going to school and 
no girls. Today there are over 1,500 schools in the Sudan with an 
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attendance of more than 150,000 boys and 25,000 girls. The Gordon 
Memorial College is developing young Sudanese and fitting them 
to become teachers, engineers, clerks, accountants and judges of the 
Mohammedan law courts. 

The educational system has been completely revised since 1951 
with subgrade schools, primary and elementary schools for boys and 
girls, intermediate schools with secondary education available at 
many Government academic institutions. Certain technical schools 
are famous; namely, the Railroad Technical School at Atbara, the 
Omdurman Technical School, as well as the Kitchener Technical 
Institute, and since 1951, the University College of Khartoum. 
Equally fine is the record of the Kitchener School of Medicine, as well 
as the expansion of the Gordon College in law, veterinary science, agri- 
culture, science and engineering. In addition to the Government 
education provided for all, there are numerous nongovernment, com- 
munity, and mission schools. In the Sudanization of the services it 
was found that the educational policies fostered by Great Britain in 
the last 50 years have enabled the Sudan to snp trained men for 
all positions previously occupied by the British and Egyptians. 


Health 


When the condominium was announced in 1898, the new adminis- 
tration was faced by an ill-nourished and disease-ridden people without 
any sense of modern hygiene and suspicious of the new “magic.” 
Since that time a system of hospitals and dispensaries numbering over 
400 has been established and staffed by technically and professionally 
qualified Sudanese men and women. These medical facilities are 
available to the 9 million people scattered throughout the 1 million 
square miles of the Sudan. In the upper reaches of the White Nile 
a hospital ship patrols the tributaries and swamps. 

Under the 10-year plan, begun in 1951, provision was made for 40 
new hospitals and 150 new dispensaries. 

One important feature of public health is the rural dispensary in 
charge of a medical assistant. 

Especially noteworthy has been the progress and training of female 
staff at the midwives’ training school in Omdurman. 

Remarkable progress has been achieved in bringing epidemics under 
control, such as smallpox, which has been virtually eradicated by 
vaccination. Sleeping sickness, relapsing fever and meningitis are 
also restricted and controlled. Yaws, bilharzia, malaria, yellow fever 
and kala azar have also been energetically tackled. 


Freedom 


When our party arrived in Khartoum feelings of the coming inde- 
pendence were in the air. The tribesmen from near and far were 
already converging on their capital city as if they knew instinctively 
that in a few days their Parliament would vote, not to wait till January 
1957 to have their Premier proclaim their complete independence, 
but that he would do it to take effect as of January 1, 1956. It was 
hard to find any responsible official willing to discuss any problem 
except the coming freedom and equality with other nations. Our 
stay was short, but we were able to visit the excellent hospital and 
Kitchener Medical School as well as the Gordon Memorial College 
before winging our way to Cairo. 
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On the West Coast of Africa we had discussed preparedness for self- 
determination and seen the eager desire of men to take the reins of 
government in their own hands. In other areas we watched as whites 
and Africans were working in partnership to evolve self-governin 
states. Here we stood on the threshold of a new state to be Savénned 
by Africans themselves. Here they were ready for self-government 
because for nearly 60 years England had set out to train a responsible 
leadership for this day. ‘The Sudanese were qualified and ready to 
assume sovereignty for themselves. 











EGYPT 
The land and people 


Egypt has an area of approximately 386,000 square miles, about the 
size of Texas and New Mexico combined. Of the total area, 96.5 
percent is uninhabitable and uncultivable desert. The cultivable and 
inhabited area of 13,200 square miles capable of supporting a fixed 
population consists almost entirely of the narrow irrigated strip form- 
ing the border of the Nile River for about 800 miles from Cairo to the 
southern boundary, and of the irrigated triangular-shaped delta region 
having Cairo as its apex and the coastline Garces Alexandria and 
Port Said as its base. 

Rainfall in Egypt is negligible so that the economy of Egypt depends 
on the Nile waters. 

As of July 1953 Egypt’s population was estimated at 21,935,000. 
For the inhabitable area, the density of population is 1,549 per square 
mile. Approximately 15 million people live on a little less than 6 
million acres of cultivated land. According to statistics available on 
July 1, 1950, the population of Cairo, the largest city, was 2,171,813, 
and that of Alexandria, 974,132 inhabitants. 

According to the latest census, 91.7 percent of the population is 
Muslim, 7.1 percent Coptic Christian, 0.8 percent other Christians, 
and 0.4 percent Jews. ‘The census showed that the total number of 
foreigners residing in Egypt was 146,001, of whom 57,470 were Greeks, 
28,159 British (largely Maltese and Cypriots), 27,882 Italians, 9,717 
French, 5,418 Turks, and 17,355 others, including some 1,400 
Americans. 

Approximately 75 percent of the people are engaged in agriculture, 
most of them as small landowners, tenants, or laborers. Since the 
average landholding is less than 1 acre, the majority of the small 
landowners must supplement their income by renting additional land 
or working as part-time laborers. About 10 percent of the agricultural 
land has in the past been held in larger units by a relatively small 
number of wealthy landowners. 

Less than one-fourth of the Egyptian people live in urban com- 
munities where trade and commerce provide the principal means of 
livelihood. Approximately 82 percent of the people are illiterate 
even though the country possesses important educational and pub- 
lishing facilities. 

There are about half a million wage-earning workers in industry and 
commerce. 


Government 

Until June 18, 1953, when the Republic was proclaimed, Egypt was 
officially a constitutional monarchy. 

The constitution of 1923 was revoked by a proclamation of Decem- 
ber 9, 1952. Under the provisions of the “interim constitution” 
proclaimed in the name of the people on February 10, 1953, a congress 
composed of the members of the Council of Ministers and of the 
Revolutionary Command Council was established and empowered to 
“consider the general policy of the state as well as all related subjects 
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and to question the acts of cabinet ministers.” To all intents and 
purposes the Prime Minister, as head of the Council of Ministers 
as well as the Revolutionary Command Council, is the one who rules 
the state. The ‘interim constitution” also purports to guarantee the 
equality of all Egyptians before the law, freedom of religion and 
expression, and an independent judiciary. 

Legislative and executive authority is vested in the Council of 
Ministers. By a decree law of January 16, 1953, any measure taken 
by the commander in chief of the armed forces during each 1-year 
period beginning July 23, 1952, for the protection of the army move- 
ment or the present regime is authorized as an act of sovereignty. 
Martial law has been in effect since January 27, 1952. 

The judiciary is independent, and the courts administer a system of 
codified law on the continental European pattern. 

Egypt is subdivided into 15 provinces and 5 governorates (metro- 
politan areas) but the administration is highly centralized. 

Economic developments 

The Egyptian economy is dependent on agriculture, which provides 
around one-third of the national income and about 90 percent of 
exports by value. 

Agricultural policy has favored cotton as the foremost cash crop, 
not only because of the greater monetary return per unit of land but 
because heavy foreign demand for this crop insures Egypt the neces- 
sary foreign exchange to purchase (1) needed imports from industrial 
countries and (2) grain to cover the normal deficit in cereals. The 
value of cotton production normally exceeds the combined value of 
such other major crops as wheat, corn, and rice. Cotton is the major 
domestic product entering into the nation’s foreign trade; together 
with its byproducts it accounts for over 80 percent of the value of the 
country’s export. Other leading crops are wheat, corn, horse beans, 
and dates, for home consumption; and rice and onions, largely for 
export. 

Cotton and other domestic agrarian products provide the raw ma- 
terials for a substantial portion of Egyptian industry, including espe- 
cially major elements of the food-processing and textile industries, 
which together give employment to 62 percent of Egypt’s industrial 
workers. 

Industrial development is centered largely in Mehalla al Kubra, 
Alexandria, Suez, Cairo, and the area at the north of Cairo. While 
substantial initial progress has been made in the development of in- 
dustries, the creation of new industries or the extension of existing ones 
is handicapped by such factors as the absence of coal, scarcity of other 
essential raw materials, of power and transportation, dearth of mana- 
gerial skill, lack of a reservoir of skilled labor, high cost of production, 
and inability to compete effectively with imported foreign goods, and 
the limited purchasing power of a large segment of the Egyptian 
population. 

Through an extensive irrigation system, the water of the Nile River 
is used to cultivate about 6 million acres of Jand; this represents an 
increase of about 18 percent since 1895. Additional land continues 
to be made available for crops by extension of irrigation facilities to 
desert areas bordering presently used land and by drainage of marshes 
and lakes. In some areas 2 or even 3 crops a year can be grown; 
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taking the country as a whole the average is 1.5. Year-round wriga- 
tion, extended to lands which formerly received water only once a 
year (at the time of the Nile flood), has made this increased land 
utilization possible. Dams for the control of the Nile waters are at 
Aswan in upper Egypt and on both the White Nile and the Blue Nile 
in the Sudan; there are also important barrages on the Nile below 
Aswan. Last year an additional dam was completed, with Egyptian 
financial participation, at the source of the White Nile at Lake Victoria 
in Uganda. There are plans for further utilization of the Blue Nile 
through construction work at Roseires in the Sudan and at Tana in 
Ethiopia. 

Since overpopulation in Egypt permits the use of large amounts 
of labor on a relatively small amount of land, crop yields per acre are 
high, in spite of primitive farming methods and the absence of mech- 
anization. However, because of general overcrowding (the population 
density of the cultivated area is about 1,600 per square mile), produc- 
tivity per person is low and most of the Aiba people have a very low 
standard of living. The average small farmer and farm laborer lives 
in asmall, dark, unsanitary mud house, shared by his family and animals, 
and has a daily diet of roughly 2,300 calories. The fellahin’s meals 
usually consist of hard bread of corn or millet and small amounts 
of cheese, vegetables, and meat. 

Since land costs and rents are high and returns are often insufficient 
to pay for the next season’s planting or must be used for current living 
i small landowners and tenants are almost continually 
in debt. 

The present regime inherited a depressed economic position resulting 
largely from the impact of a worldwide decline in cotton prices on 
Egypt’s one-crop economy. In order to obtain sufficient foreign 
exchange for the large-scale economic development necessary to 
increase per capita productivity and income, Egypt requires foreign 
financial assistance, including private foreign investment. 

The present government has already done much to improve in 
Egypt the economic climate for private investment. New mining 
legislation has liberalized the terms and conditions under which 
petroleum and mining companies may operate in Egypt; a new 
company law relaxed restrictions imposed on foreign participation 
in Egyptian business enterprise; and a foreign investment law was 
passed which, as amended, provides for the unrestricted transfer 
abroad of profits and for the repatriation of capital after 5 years. 

A permanent Council for the Development of National Production 
was inaugurated on January 3, 1953, and is actively engaged in plan- 
ning and promoting the establishment of new industries, land reclama- 
tion, and improvement projects, and the expansion of transportation 
facilities. Electrification works at the present Aswan Dam are under- 
way and there are plans for the construction of a fertilizer plant there. 

Plans exist, and surveys have been made for the construction of a 
high dam, involving hydroelectric power, just above the present Aswan 
Dam, at a cost of over $1.3 billion. It is estimated that this project, 
which would require from 10 to 15 years to complete, would provide 
water for the irrigation of from 1 to 2 million acres of additional 
land. The problem of financing this undertaking is now being worked 
out. In spite of Russian offers to build the dam and supply all 
machinery Egypt seems to be inclining a favorable ear to the United 
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States and Great Britain for part of the construction costs as well as 
advances from the International Bank. 

Important among the reform measures introduced by the present 
Government is the Land Reform Law of September 8, 1952, which 
established a ceiling on land rentals and provides for the breaking up of 
large estates. Also, in the Government’s budget for 1955- 56 sub- 
stantial funds are provided for social welfare, particularly in the 
fields of health, sanitation, education, and housing. 


Relations with Sudan 


Under the provisions of the Condominium Agreement between 
England and Egypt of 1898 concerning the administration of the 
Sudan, the future of that country would depend on two choices to 
be made by the Sudanese themselves when ready for self-determina- 
tion: (a) Complete union with Egypt, and (b) self-government. 

According to this agreement also, Egypt underwrote the expenses 
of the administration, but by 1913 the Sudan was able to pay for her 
Government out of her own revenue. By 1924 Egypt’s influence was 
completely excluded from the Sudan by the w ithdrawal of all Egyptian 
officials; however, in 1936 the United Kingdom and Egypt signed a 
treaty of alliance and friendship and agreed to continue the Con- 
dominium regime in the Sudan. 

Due to the renascent nationalism of the Egyptian leaders claiming 
the leadership of the Arab world, the Egyptian Government on 
October 8, 1951, announced the abrogation of the Anglo-Egyptian 
treaty of 1936, as well as that of the Condominium Agreement of 1899. 
In this unilateral announcement the two choices before the newlv 
elected Assembly of the Sudan were reiterated; namely, union with 
Egypt or self-government. Accordingly, on February 12, 1953, 
England and Egypt signed another agreement which recognized the 
right of the Sudanese to self-determination and provided a 3-year 
transitional period of Sudanization. 

The National Unionist Party was pro-Egyptian ; however, after the 
elections of 1953 the party in power somehow did not seem to wish 
to implement their plans of union with Egypt. By July 31, 1955, the 
entire Sudanization process was completed, and the Sudanese Assem- 
bly asked both the British and Egyptian parliaments to withdraw 
their forces from the Sudan. This was accomplished within 90 days. 

Instead of a general election for a new assembly under the auspices 
of the United Nations, the various politic ‘al parties of the Sudan 
agreed to have the premier issue a proclamation toward the end of 
December 1955 announcing to the world that on January 1, 1956, the 
Sudan would consider itself a self-governing entity, owing ‘allegian ce 
to no other government and that henceforth it would define its own 
foreign relations with its Near Eastern neighbors as well as its African 
neighbors to the south. Egypt had hoped for union with the Sudan 
so as to be able to control the headwaters of the Nile. Now she must 
negotiate for such cooperation. 


The Anglo-Egyptian agreement on the Suez bases 

On July 23, 1952, General Naguib staged a coup d’etat and forced 
King Farouk to abdicate. Martial law was proclaimed, and a 3-vear 
transitional period was announced as necessary before the regular 
governmental procedures could be reconstituted. Due to internal 
difficulties, Colonel Nasser assumed the premiership on April 17, 1954, 
and has continued in that position since. 
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As a call for unity of the nation, Colonel Nasser commenced negotia- 
tions with Great Britain early in July 1954 concerning the withdrawal 
of British troops from the Suez Canal zone. An agreement was 
signed on July 27, 1954, under which Britain agreed to withdraw 
approximately 80,000 troops during the following period of 20 months. 
At the end of that period the military bases in the Suez Canal Zone 
were to be placed under Egypt’s jurisdiction. Egypt in turn has 
agreed to assume responsibility for the bases and to allow the mainte- 
nance of certain British installations and equipment in the bases by 
civilian British contractors. It was further agreed that for a period 
of 7 years, if Turkey or any of the Arab states were attacked by an 
outside aggressor, Britain would be granted automatically the use 
of the bases. Accordingiy, the British troops have now been with- 
drawn, and on May 1955 Prime Minister Nasser stated that a transi- 
tional period would end in January 1956, and that a parliament would 
be established on “sound nonparty democratic lines.” In general, 
however, the Prime Minister has retained his absolute control of the 
political setup in Egypt. 

Trade 


Approximately 80 percent of Egypt’s income is derived from the sale 
of cotton. Difficulties in the marketing of this principal crop would 
result in serious dislocation of Egypt’s internal economy. Other items 
of export are cotton yarn, rice, fresh onions, raw hemp, phosphate, 
cottonseed oil, and salt. Leading importers of Egyptian commodities 
are Italy, France, United Kingdom, India, and Japan. Leading 
sources of Egyptian imports are United Kingdom, United States, 
Western Germany, France, and Italy. 

Due to difficulties in disposing of the surplus cotton crop in 1954 
and 1955, Egypt has negotiated several bilateral trade agreements 
with Hungary, Czechoslovakia, the Soviet Union, and Communist 
China, by which cotton would be exchanged for petroleum, machinery, 
and war materiel. Since the United States buys approximately $25 
million worth of Egyptian cotton each year but actually sells American 
merchandise valued at approximately $50 million per year, a state of 
anxiety has been created by Egypt’s insistence on selling her surplus 
long-staple cotton to Communist countries. Egypt has claimed that 
she needs arms and ammunition in order to equip herself against 
possible aggression and also as befits a leader of the Arab league. The 
Western World, however, feels that by buying such arms from the 
Communist bloc, a wedge is being given an alien ideology to find a 
foot hold in a corner of Africa by such agreements, as well as possible 
personnel to service such machinery. In addition, Communist trade 
and economic missions have been increased. 


Health 


Egypt’s health problem is of great magnitude. A very high per- 
centage of the population is continuously afflicted with one or more 
serious diseases. Of these diseases, bilharzia, trachoma, and tuber- 
culosis are most prominent. An extensive public health and sanitary 
program simply does not exist. Hence, under the new developmental 
program instituted since the proclamation of the republic enormous 
efforts are being exerted to eradicate disease and set up a minimum 
of clinics in all areas. Certain good hospitals exist, but training is very 
deficient for nurses, midwives, technicians, and clinical researchers. 
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Accordingly, the United States has signed an agreement with Egypt 
(a) to provide demonstration programs in the field of health and sani- 
tation which may be extended to other areas of Egypt on a national 
scale; (6) to develop new health and sanitation procedures and meth- 
ods; and (c) to provide training facilities for personnel so as to insure 
a consistent flow of well-trained technicians. This activity in the field 
of health is merely one facet of the operations of the United States 
Operations Mission in Egypt. These health services will have their 
full impact on the people only as Egypt is able to improve its national 
and per capita income and can create facilities for promoting nation- 
wide programs of health. Of special note is the work done by the 
United States Naval Medical Research Unit in Cairo (NAMRU) in 
carrying out basic clinical and field research in the clinical and pre- 
ventive aspects of disease in the Middle East and Africa. 


Education 


In the field of primary and secondary education the problems are 
of equal magnitude to those of health. The economic means to build 
schools and extend education have not been available. The in- 
sufficiency of schools, as well as trained teaching staffs, has caused a 
high level of illiteracy. The United States Operations Mission, 
therefore, is assisting actively in the field of improving basic education 
and training primary and secondary teachers as well as expanding 
programs of vocational education. Training for agricultural workers 
is being pushed so as to increase the food supply and the acquisition 
of skills to be used in industry and commercial pursuits is being stepped 
up so as to be available when the enormous energy supplies of the new 
Aswan Dam will become available. 


United States assistance 


In general, the United States contributed nearly $43 million for the 
1955 program of project development in Egypt. Technical assistance 
was rendered in the fields of agriculture and natural resources, in 
industry and mining, in transportation and communications, in health 
and sanitation, in education, in public administration, in village water 
supply and in community development and housing. The total for 
this technical assistance comprised approximately $3 million, whereas 
development assistance amounted to another $40 million for highway 
improvement, waterways improvement, water supply systems and new 
equipment for machine workshops. 


U. N. technical assistance 


Since 1953 the United Nations Technical Assistance Board has spent 
nearly a million dollars in Egypt through its various agencies in train- 
ing courses for agricultural trainees, rehabilitation of the handicapped, 
fisheries, technical documentation, and in raising productivity stand- 


ards. Noteworthy was the disposal of dried skim milk through 
UNICEF. 


U. N. Relief and Work Agency 


This agency (UNRWA) supplied food, medical supplies, sanitation 
equipment, shelter, social welfare services, educational, and vocational 
training for several hundred thousand Arab refugees in the Gaza strip. 














AFRICA’S NO. 1 PROBLEM 


Knowing that, except for education, health is by far the greatest 
problem facing every country in Africa, I felt it important to have 
with me a medical man of repute with some experience among primi- 
tive people. Thanks to Dr. DeVault, head of the Division of Medicine 
of the State Department, and the vision of the board of the Mayo 
Clinic in Rochester, Minn., who granted him a leave of absence for 
3 months, I had with me a medical observer, Dr. Corrin H. Hodgson, 
section of medicine, the Mayo Clinic and Mayo Foundation. Dr. 
Hodgson accompanied me on the entire trip except for the days which 
he spent with Dr. Burke, head of a pilot area in the Kwango Province 
of the Belgian Congo, which the medical director of the Congo gra- 
ciously arranged, and visits to certain incidental hospitals and clinics. 
Dr. Hodgson’s observations—which cannot be fully included herein 
due to their highly specialized nature—have made a valuable contri- 
bution to the mission. 

Wherever we went a special effort was made to visit hospitals, 
dispensaries, infirmaries, laboratories, public health facilities, tubercu- 
losis sanatoria, tuberculosis detection centers, leprosaria, mental 
institutions, blood banks, research units, medical schools and trainin 
schools for nurses, technicians, and midwives. In all, we visite 
approximately 60 hospitals, a number of sanatoria and leprosaria and 
a large number of dispensaries, laboratories, blood banks, and the 
like. 

We interviewed ministers of health, directors general of health 
and sanitation, directors of medical services, directors and superin- 
tendents of hospitals, chiefs of medical-surgical hospital services, 
public health officers, research workers, government and private 
practitioners, nurses, midwives, and others. Because of the great 
predominance of foreigners in the medical fields in Africa, most of those 
interviewed were, therefore, residents of but not native to the respec- 
tive country, but a special effort was made to interview natives as 
well. 

May I at this point express my grateful appreciation of the many 
courtesies extended us in every country by the many who worked in 
the health field. Except for their generosity in time and energy 
we could not have begun to see all we did. 


119 








GENERAL HEALTH AND MEDICAL CARE 


The magnitude of Africa’s medical problem is overwhelming. Al- 
though it has been many years since the first medical missionaries 
began the attack on disease, modern research, modern drugs, and 
modern public health methods have only recently made inroads upon 
the diseases that make life in that great continent more than difficult. 
However, much is being accomplished. 

Medical care even when carried out by missions is largely a Govern- 
ment responsibility. There seemed to be a rather similar system in 
all the colonial countries which consisted of a Director General of 
Public Health (or Director of Medical Services) usually under the 
Governor General of the colony who in turn receives the advice of 
colonial medical officers in the home country. 

There is then a system of subofficials in medical services with district 
or territorial status if effected, all coordinated through the Federal 
organization. These districts and territorial subdivisions are respon- 
sible for the maintenance of hospitals and dispensaries, the operation 
of laboratories, the organization of itinerant services to the remote 
and rural areas, the supervision of sanitation and quarantine, and the 
supervision of all technical and professional staff. In the larger cities 
local health authorities may be vested with all of the above functions. 
As a rule research laboratories and educational institutions are under 
the Director General. 

As a matter of fact, the great bulk of medical and hospital care 
must be provided by the Government. Even the medical progress of 
industrial concerns and missions is usually subsidized. In many 
countries, from 5 to 15 percent of the total national budget is devoted 
to medical care. 


GENERAL CONDITIONS AFFECTING HEALTH 


Water supply 


In the great arid and semiarid areas of Africa where rainfall is un- 
stable at best, such water as there is must be stored in tanks and 
reservoirs during the dry seasons, thus becoming readily polluted. 
New wells and sanitary reservoirs are being constructed under Govern- 
ment supervision, but all this takes time. Many villages have wells 
and the town pump is a gathering place—not necessarily a safe one, 
although sanitary inspections are included more and more as part of 
the health program. Many of the larger cities have modern treatment 
plants. Even so, the traveler must be cautious. 


Waste disposal 


Waste disposal is primitive throughout all of this part of Africa. 
the large cities a portion of the town may have adequate sewage dis- 
posal but the vast remainder usually is without any modern facility. 
Bucket-and-pit latrines*are used. In the business and residential 
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sectors of cities septic tanks are common, but facilities are inadequate 
in the congested quarters, particularly the native areas. Communal 
trench latrines are found in many villages but unfortunately indis- 
criminate pollution of the soil is the rule throughout rural Africa, 
especially among primitive tribes. 

Food sanitation 


In the urban centers of most countries, the government and local 
health authorities maintain supervision over markets and food estab- 
lishments. Meats and dairy products are inspected and certain 
standards of food sanitation are enforced. However, refrigeration 
facilities are inadequate in urban centers and virtually nonexistent in 
the rural villages where the level of sanitation is usually low and 

overnment supervision completely lacking. Flies are plentiful. 


PREVENTIVE SERVICES 


The control of epidemics and the use of preventive medical measures 
represent the brightest phase of the African health service today. 
One cannot help having great admiration for the medical departments 
— he sees what they can accomplish for the large numbers of 

ople living in the remote regions. 
( mntrol of epide mics 


In all of these countries epidemics occur frequently and are often 
disastrous. The worst epidemic diseases secm to be smallpox, 
meningococcic meningitis, and pneumonia. but other epidemic 
diseases are not uncommon and must be continually watched. 


} “‘accinations 


The brilliant results achieved with yellow fever vaccine are momen- 
tous. In French West Africa, for example, 4 million people are 
vaccinated each year so that every one of the 16 million people in 
this country will be vaccinated once every 4 years against this disease. 

By this means yellow fever, once the scourge of the « country, has been 
virtually eliminated. Along with the yellow fever vaccine, they also 
administer smallpox vaccine and have rendered smallpox of little 
importance though it remains a major problem in neighboring coun- 
tries. By the universal use of these 2 agents, these diseases could be 
practically eliminated from Africa in 4 to 6 years. 

Control of spe cific diseases 


Yaws—‘‘the disease of the end of the road’”—is being attacked 
effectively with the help of UNICEF. An average dose of 5 cents’ 
worth of penicillin cures most cases. 


‘ellow fever is more difficult as extermination of the mosquito is 
dagen prohibitively expensive. 


Malaria is almost 100 percent prevalent and equally expensive to 
eliminate. 

Leprosy is being brought into the area of diseases that can be 
eliminated. The modern sulfone drugs are amazingly effective with 
this disease. 


The venereals are also widespread, but they too are being controlled. 
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Summary 


Africa’s health problem is very great, but the advances made in the 
last years give promise of ultimate victory. 

Although drugs are more or less available the supply is utterly 
inadequate and the costs are often prohibitive. 

Instruments are in great shortage except in the modern, greatly 
favored hospitals. Elsewhere, everything from operating tables to 
scissors and scalpels is in very short supply. 











MEDICAL INSTITUTIONS 
Hospitals 


The usual pattern is to have a general region or district under which 
are systems of specialized hospitals and dispensaries, such as mental 
hospitals, leprosaria, tuberculosis sanitoria, etc., as well as certain 
special services. Data as to ratio of beds to population are difficult 
and often impossible to obtain. Estimates (1947-52) indicate that 
hospital beds in the countries vary from 1 bed per 3,300 population 
to 4 beds per 1,000 population (Belgian Congo). Here in the United 
States we estimate 7 “acceptable”’ ae per 1,000 people. Unfortu- 
nately, West Africa hospital beds could not meet our requirements of 
“acceptable beds.” 

Anyone visiting these hospitals should bear in mind that African 
hospitals as a whole cannot be compared with the average American 
hospital, although the recently built hospitals are as beautifully 
equipped as any in this country. One should also remember that 
primitive people usually sleep on the ground on straw mats or blankets. 
So, the fact that overcrowding due to the shortage of hospitals and 
beds leaves many patients on the floor or puts two into a bed, does 
not have the same implications it would have in the United States as 
the natives prefer sleeping on the ground. 

In the older, more primitive hospitals, lavatory facilities are most 
inadequate and water is scarce and difficult of access. 

Surgical facilities and laboratories are all too often poorly equipped 
and, through no fault of their own, are staffed by poorly trained 
native technicians. 

Laundry facilities are entirely inadequate in all but the newest 
hospitals. The kitchens are primitive, although one cannot but be 
impressed by the effort made by even the least equipped to supply 
patients with necessary food. Of course in Africa, as in many other 
world areas, the family accompanying the patient to the hospital 
prepares his food. 

Although these primitive hospitals are giving way to splendid new 
ones, there are still all too many of them. But regardless of the diffi- 
cult conditions, it was deeply moving to see the consecrated work 
medical and nursing setuid were doing in the older facilities. 

So few westerners know anything at all about this great emergent 
Africa that the idea of 500- or 1,000-bed modern hospitals almost 
shocks them. 

It is impossible not to question the building of these immense 
structures, asking whether more small facilities at much less cost would 
not serve better. On the other hand, these truly wonderful hospitals 
should be an inspiration to those who are to work or teach there, and 
should be a stimulus to improve medical practice in the entire area. 


Mission hospitals 


Even so general a picture of the health services available would be 
most incomplete without mention of the mission hospitals. It was 
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the mission hospital that first brought medical care, as we conceive it, 
to Africa. These institutions, most of them subsidized in part by 
Government, are generally in remote regions and are greatly valued. 

Nor should the hospitals and clinics of the various mines and 
industries be omitted. ‘These do a valiant service and afford good 
examples of better methods which reach far out into the hinterland. 


Laboratories 


There is a truly amazing development of clinical and pathologic 
laboratories. Central or district laboratories carry the most serious 
work, with smaller hospitals and dispensaries. We were permitted 
to visit a number of the top installations: The Pasteur Institute in 
Dakar, French West Africa; the Provincial Laboratory in Leopold- 
ville, Belgian Congo; the Medical Research Laboratory in Laurengo 
Marques, Portuguese East Africa (Mozambique). One cannot help 
wondering as one visits these fine institutions, whether the laboratory 
sciences may not be more advanced than the clinical sciences in Africa. 
Perhaps this is as it should be when one thinks of the many uncon- 
quered, even unknown diseases Africa is subject to. 

Auxiliary services 

Interesting and very important auxiliary services are being de- 
veloped as part of the medical program in most countries. Modern, 
up-to-date blood banks such as those in Beira and Dakar are not 
uncommon. Mobile units for use in the hinterland—‘‘the bush” as 
it is called over there—are utilized for combating such diseases as 
sleeping sickness, yaws, onchocerciasis, leprosy, and tuberculosis 
especially. These units are also dispatched to control outbreaks of 
contagious diseases such as epidemics of smallpox, or memingococcic 
meningitis. These individual units are equipped for clinica] and 
laboratory diagnosis and for mass treatment. 











MEDICAL PERSONNEL 


Physicians 


Africa is in such dire need of physicians that some countries are 
having to compromise with the present situation by giving abbre- 
viated training to native boys—‘“native assistants”—who get 4 or 5 
years of medical training and 1 or 2 years of preceptorship under 
practicing physicians or in a hospital. Their prestige suffers some- 
what from being a sort of second-class doctor, but the value of their 
work is great. ‘Later on the requirements can be raised, the curricu- 
lum expanded and study time lengthened. 

The greater number of medical personnel—be they in medicine, 
surgery, research, public health or teaching—are career men in the 
colonial medical service of their native country on temporary assign- 
ments. Others are medical missionaries and Indians, while only a 
regrettably few are Africans. Although the overwhelming need is 
for more physicians, Africa needs a few outstanding leaders in medi- 
cine and surgery—educators and specialists in the various branches 
of medicine, surgery, and research—to guide the profession to con- 
stant and continuing improvement. Without them African medicine 
will advance at a snail’s pace. Such leadership must come, at least 
temporarily, from outside Africa. And she will be wise to use the 
foreign know-how in this important field of her greatest need for 
many years to come. 

Dentists 


One can almost say there is no dentistry in Africa. So far as we 
could discover there are perhaps something under 150 dentists among 
100 million people. 

Nurses 

There are few highly skilled nurses in all of Africa. In the areas 
we visited there may be some 5,000 (1 per 20,000). The low standards 
of education in most countries retards an adequate nursing training. 
"his will improve as the number of schools increases and the general 
educational standards are raised. It has been demonstrated that 
African girls adapt themselves readily to nursing and can meet 
increasingly high standards when given opportunity. 

Technicians 


Here, too, the problems are great. In our sense of the word there 
really are but a handful in Africa. Most of the so-called technicians 
have learned but one restricted technique. This spells monotony, 
arly fatigue, and consequent carelessness. 
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HOSPITALS, INSTITUTES AND CLINICS VISITED 


Much as we would like to have seen all the hospitals, medical insti- 
tutes, laboratories, etc., in the areas we visited, there were far too 
many of them. As it may well be interesting to those who go out in 
the future it seems wise to list those we were privileged to see. 
French West Africa 

Dakar: 

Hopital Colonial (300 bed, two-thirds reserved for whites) 

Hopital d’Afrique Centrale (500 beds, for natives only) 

Institut Pasteur de L’Afrique Occidentale Francaise, affili- 
ated with the Pasteur Institute in Paris— 

Research, manufacture of vaccines (yellow fever, ma- 
laria, etc.); 

Projects in preventive medicine; 

B. C. G. (tuberculosis) laboratory. 

Centre Federal de Transfusion de 1’A. O. F. 

Ecole de Medecine (to be incorporated into the Université 
de Dakar now under construction, then becoming a regular 
and complete medical school) 

Liberia 
Tuberculosis Sanatorium 
Bureau of Public Health and Sanitation 
National Hospital (80 beds) 
Maternity Hospital 
Training School for Nurses and Technicians 
I. C. A. Laboratory 
Bomi Hills Mine: 
Hospital (25 beds) 
Harbel: 

Firestone General Hospital 

Firestone Plantation Dispensary 

Liberian Institute of Tropical Medicine 

Kakata: 

Samuel Grimes Maternal and Child Welfare Center (Penta- 

coastal Missions of the World), Mrs. Ellen Moore Hopkins 
Gold Coast 
Accra: 

Korle Bu Hospital 

Mental Disease Hospital 

Ridge Hospital (private, did not visit) 

Kumasi: 
Kumasi Central Hospital 
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Nigeria 
Lagos: 
Malaria and Yellow Fever Research Laboratory 
Orthopedic Hospital and Rehabilitation Center 
Creek Hospital for Europeans 
General Hospital for Natives (we were not received) 
Kano: 
General Hospital for Natives and Europeans 
Sudan Interior Mission Eye Hospital and Dispensary 
Schools: 
General Hospital Nurses Training School 
Medical School for Natives (5-year program) 
Enugu: 
seprosarium (20 miles out of town) 
Yaws Campaign Treatment Center (45 miles out) 
Ibadan: 
Adeoyo General Hospital for natives 
University Hospital (500 beds, under construction) 
University Medical School, University of Ibadan 
Ogbomosho: 
Baptist Mission General Hospital and Maternity Hospital 
(Dr. Gilliland) 
French Cameroons 
Yaounde: 
French Government Hospital 
Pasteur Pavilion for B. C. G. and Preventive Medicine 
Dispensary of the Presbyterian Mission 
Douala: 
General Hospital (Dr. Levy) 
French Equatorial Africa 
Port Gentil: 
General Hospital 
Brazzaville: 
WHO office 
UNICEF office 
Belgian Congo 
Leopoldville: 
General Hospital for Natives 
General Hospital for Europeans 
Central Clinical and Research Laboratory 
Tuberculosis X-Ray Survey and Detection Center 
Kwango Region (a 1,200-mile trip): 
5 Foreami Hospitals for natives 
8 Rural Dispensaries 
The Leprosarium 
The Tuberculosis Sanatorium 
Bukavu: 
Government Hospital for Natives 
Elisabethville: 
Government Hospital for Natives 
Mining Company Hospital and Dispensary and milk-dis- 
pensing center 
Maternity Hospital 
Dispensary in the native village 
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Northern Rhodesia 
Lusaka: 
General Hospital for Natives 
Training School for Native Assistants 
Tuberculosis X-Ray Survey and Detection Center 
Luanshya: 
Mining Company Hospital for Natives 
Mining Company Hospital for Europeans 
South Africa 
Johannesburg: 
Witwatersrand University Hospital for Natives 
Witwatersrand University Cardiorespiratory Research Lab- 
oratory 
Witwatersrand University Medical School 
Associated Mining Companies’ Medical Hospital for Tuber- 
culosis 
Cape Town: 
University of Cape Town Hospital for Europeans and Non- 
Europeans 
University of Cape Town Virus Research 
University of Cape Town Medical School 
Durban: 
McChord Zulu Hospital 
Durban Medical School of the University of Natal 
King Edward VIII Hospital (unable to visit) 
Ethiopia 
Addis Ababa: 
Empress Zaauditu Memorial Hospital (80 beds) 
Clinics (2 daily in hospital, 3 outside) 
Nursing School (31 students, 3%-year course; require 10th 
grade, male and female) 
Menen Hospital (1,100 beds, 46 doctors for an area of 6 
districts) 
Medical School (4 years, then Italy 2 years) 
School of Nursing (first class February 1955, 258 students) 
Miss Logan from Health Mission (Norwegian-Swedish- 
Lebanese), head nurse 
New Federal Hospital (not yet in use) 


Mental Hospital 


Sudan 
Khartoum: 
WHO School of Nursing started by two Canadian nurses 
Omdurman: 
Maternity Hospital and midwifery school 
Egypt 


Cairo (regretted so little time here, but saw the following): 

3 hospitals (1 of 1,800 beds, 1 of 200 children’s beds, 1 of 
1,000 beds) 

Nursing School (720 girls between 16 and 18 years of age 
in training; preliminary training plus 4 years—well organ- 
ized work) 

Namru—our Naval Research Station (staff of 162 of which 
36 are Americans—doing incredible work—Fever Hospital 
of 25 beds for research) 








UNITED STATES AID TO AFRICA SINCE 
WORLD WAR II 


GRANTS AND LOANS 


Period July 1, 1945, to December 31, 1955 
Grants 

Since the end of World War II the United States has given away 
without requirement of repayment, a total of $46,142,413,000. Of 
this total Africa received $71,595,000, or 0.15 percent. The pre- 
ponderant total went to Europe for rehabilitation. The metropolitan 
countries no doubt transferred some funds to their overseas territories 
in Africa, but these are not reflected in the totals. 

Present-day grant aid to Africa is mostly in the form of economic aid 
and technical assistance and surplus agricultural commodities dis- 
tributed through private channels. The breakdown is: 











Belgian Congo: Agricultural commodities__............----.-_-- $2, 000 
Federation of Rhodesia: Technical assistance___...-....__-.--_- 1, 000 
British East Africa: Agricultural commodities_..............__-- 29, 000 
Gold Coast: Agricultural commodities. ..............-...------ 16, 000 
Nigeria: 
ASricullturel CORUMMOCIMOD cin ccc cede dee aes 26, 000 
E CUariOs SII Gs oon: esvesa eiaesereee ecard 1, 000 
WOR onic Latur ite’ eb Goel bcc Le, Wee aed 27, 000 
Sierra Leone: Agricultural commodities. ..............-.------- 7, 000 
Gambia: Agricuicural COMIMUGINES. . | nb ence n cement cncmasedas 25, 000 
Tangier: 
Economic and technical assistance__...............-____-_- 3, 000 
Famine and other relie€ ows cca ecwecdenlds tense des ied 14, 000 
| a ee ee en 17, 000 
Algeria: sat 
0¢ 7, a ee eee ee 97, 000 
American Hed -(10Gica. tre uwndtwentaeswatwipenn tee & 10, 00G 
TOON ei wea dOar twee ie eee eae 107, 000 
French Morocco: 
Economic and technical assistance. _..............__------- 20, 000 
Agricultural commodities... ic swcsecn eee ee we ae were 627, 000 
Total 


oe ewe ewe eeu rere cee UTURb ea eee 647, 000 








Tunisia: 
Economie and technical assistance 


asl eatin of vie ain BN gM ar 22, 000 
Agricultural commodities 


a eal ee Soko ian be de th am ethan a0 ene cas ea 313, 000 
ch tn et dS cs Webs whl Si US a wc le a ree 335, 000 


Total 
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Libya: 
Economic and technical assistance_..............---------- $10, 371, 000 
INE insta d cccres sini ms caidl ik pats ce Anan Soe eee eee he. 5, 306, 000 
ee ee 137, 000 
PPOCERIELOONS TURE. 6 os '5hn kno neg enna osececesen 9, 000, 000 
Oe Ld. sb isbn do ho ee ee Ae 24, 814, 000 
Egypt: 
Economic and technical assistance_-.............--..------ 13, 787, 000 
UIT 3 ohn ok ce ih pb eee ee a ~ RA OE RE os ec ckene 342, 000 
err: COMMNOUININN oot ec oe cec ent a caesweucedaden 16, 465, 000 
TO. 2 Coe eS Be ee weno ne ince sue aati es 30, 594, 000 
Ethiopia: 
Economic and technical assistance._--...-.....------------ 8, 283, 000 
ee eee oy ees 439, 000 
Apmieuivural Gomi Gerues | eek tei 2e oo ssit 14, 000 
Sa cei laddens trident ele ihe anwn bees ebetely € 8, 736, 000 
Liberia: 5 or 
Economic and technical assistance_.............-.--------- 6, 202, 000 
AgricolGunsl commodities. = oi. occ bs ie~ cece celia 36, 000 
Is epenits tines nied Dinas Gelman hiss Wing eatac denise aaa ae 6, 238, 000 
Uidiel ebed nn nao.--02aasitiins Laaioioo dl. elelyulsl. "71, 595, 000 
Loans 


Since the end of World War II the United States has lent the 
various entities in Africa the sum of $342,713,000. This compares 
with $16,140,524,000 loaned to all nations during the same period. 
Africa got 2.12 percent, mainly through the Export-Import Bank for 
various purposes, such as heavy machinery and equipment, develop- 
mental projects, production goods, and surplus materials on a repay- 
ment basis. South Africa and Rhodesia borrowed the most, primarily 
for developing communications and increasing their energy capacity. 
The countries to whom the loans went, were: 


I i la erin en on $1, 550, 000 
PEER PEIEEON oe ee alee eek ee ee wecun 2, 394, 000 
TORO REN n MRE ss Ss cS a SE Seis £ dewesbeticds 60, 686, 000 
NN i cS a et 674, 000 
AGRt GF DONG BITIOG sec nmnccacisinmncmnnwncmpmdihok babi’ 151, 714, 000 
cetera 7. dee nal ol kendra aucé nine tninatnuatenemiebaaaemties 25, 674, 000 
NN ee ee Oe i Ns 31, 707, 000 
NNN aa tia dane a i sh Sd aap ee clans nnd ata wie on A ed 50, 000 
meen IGauatorial ATTICA... .. ccc cece weit ancadccewsnca came 4, 368, 000 
OO ee ete Te niet ee 44, 773, 000 
se oe oe Me hee Nona es 680, 000 
Pens BEPUNONO 28 5 al i nk chet ewan oc ik ee ede 18, 378, 000 
NES SSI Ba as aap gies ctstn pe vsidig cs we Se Ta mieag a Mase i raingabaEM ARI 65. 000 








A tisk icine emanate gtiernmania yaaa tlt maaan etait 342, 713, 000 














UNITED STATES DIRECT PRIVATE INVESTMENT IN 
AFRICA 


Except in a few isolated cases Africa did not prove to be a favorable 
investment area before World War II to American businessmen. 
Risk capital found its way to areas where investment was sure and 
profits secure. 

3y the end of World War II United States private investment 
amounted to scarcely $150 million. During the postwar years a 
gradual increase in investments took place, partly due to the need 
for raw and strategic materials and partly due to the favorable con- 
ditions offered to American investors. Net capital outflows have 
fluctuated around $63 million and undistributed subsidiary earnings 
have generally been used to expand the initial business ventures. 

At the end of 1954 the total book value of United States invest- 
ments in Africa stood at $664 million. 

Territorial division of investments was as follows: 


Million 

ATI nies wists gs ied eae tas ap we es cb mek es each egg tees hae a lage $236 
Union of South Aiea. is ous cc xcwsdndecnd beeen alee 216 
TO i a ah Ee ss oan ch ed cil I 2 cacti een en 54 
Federation of Rhodesia, Ethiopia, Libya, and other independents__-_-_--_- 52 
British COpenciens TAMrssOn Nl so ncn oid ctiminencivecnncassemnncmebaenoaee 45 
FYGNCH Gepensent COrrIPNs co cok Soe on oe aaaeneeee eee 42 
Belgian, Spanish, and Portuguese territories..................--------- 19 
TOON oo coea SSeS sas cee ee eee 664 


Wherever possible, our survey mission visited some of the American 
business ventures in Africa. Particular attention was drawn to the 
type of race relations exemplifying American labor attitudes. Some- 
times these relations were antitypical of the attitudes current in the 
area; for example, American attitudes to the African miners on 
American copper ventures in Northern Rhodesia. 

Similar attitudes and labor relations were to be seen at the plants 
of the American Goodrich and Firestone Rubber Co.’s in Port Eliza- 
beth as well as the assembly plants of the Ford Motor Co. and General 
Motors. 

A cooperative outworking of labor relations in spite of the tensions 
created by segregationist policies was evident at the vast refinery of 
the Standard Vacuum Oil Co. in Durban. Without attempting to 
give offense to local prejudices, American companies in South Africa 
are training African workers to take on added responsibility while they 
are being trained for higher skilled jobs. 

In other areas such as Liberia, the Firestone Rubber Co., Goodrich 
Rubber Co., and Liberia Mining Co. are making tremendous strides 
in ceme nting international goodwill for the United States. Not 
only in technical training, but in business methods, health facili- 
ties, educational setup for dependents, housing and cooperative 
marketing availabilities for employees are the bonds of friendship 
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welded ever stronger. For coupled with these business attitudes 
come a gradual dissemination of American ideals of free enterprise, 
brotherhood, and a practical raising of the standards of living. In 
fact, in many areas our businessmen abroad can teach our diplomatic 
representation the true avenues of creating good will. Our thanks to 
our American businessmen who are showing the way so courageously 
in Africa. 














LOANS TO AFRICA BY THE INTERNATIONAL BANK 
FOR RECONSTRUCTION AND DEVELOPMENT 


During the period January 1, 1946, through March 31, 1956, the 
International Bank lent the sum of $2,483,458,464 to various govern- 
mental entities all over the world. Africa borrowed $259,700,000 
or 10.43 percent. The Union of South Africa took approximately 
5 percent of the world total, yet more than half the borrowings for 
Africa went to South Africa for the development of communications. 
Other British territories such as the Rhodesias and East Africa were 
lent large sums for developmental purposes. 

The breakdown is: 





Borrowings | Percent of | Percent of 











Africa worl 
Belgian Congo................ se Eo is apeltaipniebdeind abet $40, 000, 000 | 15. 40 1.610 
on ako icge a hake ee 8, 500, 000 | 3. 27 . 342 
DR £5 ai 8a. ch otnddsishiaids<akhsaddeeactas eee 10, 000, 000 3. 85 - 400 
PO i fe Fi i iin eed he il i ae od _...| 135, 200, 000 52. 06 5. 430 
Southern Rhodesia. -..............--.--- ds itiialatehhecileraitenadtasiane 28, 000, 000 10. 78 1, 127 
DEORGIIIIE TRIS sisson ss oc See scenes aaded ued beaaadell 14, 000, 000 5. 39 . 563 
ees Aenea Bee COMO. | ok. ce nndcrosnnscncchnastacsatounwl 24, 000, 000 | 9. 24 . 966 
acca i lace idee Daa <cquineescal SURI eee 10. 43 














COLONIALISM IN AFRICA 


[This section is appended in the hope that a clarification might prove useful 
concerning the historical perspective of colonialism in Africa—its beginnings, its 
development since the Berlin Conference in 1884 up to the beginning of World 
War II, the colonial mentality and its outworking; the present-day developments 
since World War II; and, lastly, the United States interest in the solution of 
the problem of colonialism in Africa. ] 

Officially, the United States is committed to the principle of self- 
determination of all present-day underdeveloped peoples. In discuss- 
ing this matter in Philadelphia on April 21, 1956, before the American 
Academy of Political and Social Science, Mr. George Allen, Assistant 
Secretary of State for Near Eastern and African Affairs, stated 
dramatically that the United States of America hoped and believed 
that the United States influence could be exerted in Africa in such a 
fashion as to assist in the transformation of the colonial areas of 
Africa into independent nations by a process of orderly evolution 
and not of violent revolution. 

Africa is the last outpost of the colonial powers with many divergent 
sections of that continent under the control of England, France, 
Portugal, Belgium, and Spain with their variant colonial policies. 
These dependent overseas territories sooner or later may find them- 
selves requesting self-determination and possible separation from the 
mother countries. 

Imperialism 

The imperialism of ancient times was strictly defined as the tendency 
of a state to expand militarily in an unrestrained fashion. The modern- 
day interpretation of imperialism has been clarified to mean the 
establishment of colonies in areas inhabited by so-called colored or 
backward peoples, especially for the settlement of their own nationals 
and for economic gain. 

This modern-day imperialism stemmed mostly from the need of 
European nations for industrial raw materials so necessary to their 
emergent industrial revolution. These raw materials and their avail- 
ability in underdeveloped areas became crucially important to the 
progressive industrialization of the world. Hence, the 18th and 19th 
centuries saw an increasing establishment of European powers in 
foreign areas potentially rich in strategic materials. 

Reasons for imperialist erpansion into Africa 

(1) The earliest tropical colonies were established in the Western 
Hemisphere for satisfying one of the most urgent nutritional needs of 
Europe; namely, sugar. The Indians of the West Indies colonies 
proved unequal to the task of producing sugar; hence, the need for 
increased labor brought the human resources of Africa into the picture. 
Slave-trading posts were established in Africa. These slave-trading 
posts later developed into regular trading posts and became the 
starting points for subjugation of the hinterland. 

(2) The establishment of trading monopolies in the 17th century 
by the Danes, Swedes, Germans, Dutch, English, and French led to 
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the development of large numbers of trading posts on the western 
coast of Africa. Others again were established as watering places for 
the fleets engaged in the spice trade to and from the East Indies. 

(3) The rivalry between the British, French, and Dutch in Europe 
found repercussions in the rivalry of their permanent trading stations 
on the African seacoast. Specific ports and forts for the anchorage 
and supply of materials for the visiting navies of each country were 
established. Ultimately these forts became the centers of prestige 
as well as colonization. 

(4) By the beginning of the 19th century many colonial products, 
especially of tropical origin, became indispensable to the European 
economy. Ivory, gold, palm oil and spices from certain colonial 
outposts in Africa became increasingly important, and the ports from 
which they were shipped assumed increasing military significance. 

(5) Expansion into Africa was due to political unrest at home, 
notably in France where the Bourbons ventured into Algeria hoping 
to reestablish their popularity by martial conquest. 

(6) Certain chartered companies had received rights of trading in 
specific areas; but due to the increasing area of responsibility, as 
well as possible ineptitude in handling colonial affairs, these chartered 
companies were often taken over by their home governments, notably 
the Portuguese in Angola and Mozambique, the Dutch in South 
Africa, the British in West Africa and the French in West Africa. 

(7) A further expansion of European holdings in Africa followed 
upon the disintegration of the Ottoman Empire; the British took over 
Egypt and the Sudan, and the French and Italians the Mediterranean 
coast of North Africa. 

(8) Important mineral discoveries such as diamonds and gold in 
southern Africa triggered the expansion into the hinterland by private 
explorers whose charters for monopoly trading and exploitation were 
subsequently taken over by their home governments. 

(9) Hard upon the heels of explorers such as Livingstone and 
Stanley came the annexation of “free territories” on behalf of European 
countries, notably the exploits of Cecil Rhodes in Southern Rhodesia, 
and Leopold I, who proclaimed his suzerainty over the whole Congo 
River Basin. 

(10) Imperialist expansion into Africa came about when certain 
European powers wished to maintain their status as world powers. 
After long indifference to colonial ventures Germany suddenly woke 
up and annexed Togoland, the Cameroons, Tanganyika, and South- 
west Africa. 

By 1884 Africa had been sliced up and parceled out by the European 
nations who grabbed territories to round out their possessions, to 
improve strategic lines of communication overseas, as well as to stall 
the expansion of other nations. African colonies were established 
by forceful means or by peaceful methods as a result of treaties and 
the solicitation of many native rulers for protection. 

The imperial structure in Africa had no comparative colonial ad- 
ministrative systems in many of the overseas territories. Every 
entity in Africa under the flag of some European power was governed 
differently from its next-door neighbor. he diversity of colonies, 
protectorates and territories created a complexity of foreign govern- 
mental action without rhyme or reason. This great diversity and 
the conflicts and problems inherent in them forced a realinement in 
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the attitude of the metropolitan powers toward their overseas terri- 
tories. The era of imperialism ended with the Berlin Conference of 


1884, and the era of colonialism began and extended to the beginning 
of World War II. 


AN EVALUATION OF COLONIALISM 


It cannot be gainsaid that before the coming of the imperialistic 
powers Africa was subject to slavery, inhumane punishment, uncon- 
trolled disease, lawlessness, squalor, and arbitrary chiefs and rulers. 
These scourges have been reduced greatly by the imperial powers. 
Above all, they brought with them an inflexible concept of justice 
as well as the inalienable right of the individual before a court of law. 
These two concepts have given great strength to the independence 
movements wherever they have risen in Africa. 

No matter how imperfect the methods employed by the imperialistic 
powers, the system nevertheless was a progressive force and brought a 
civilizing program to the Dark Continent. It is this civilizing process 
since 1884 which is called colonialism. Its various facets may be 
interpreted according to the dictates of a nationalist leader seeking 
self-zovernment or according to the power controlling the area. 

Colonialism may be defined as the rule of an advanced power over 
a backward nation. The word “advanced” is used since that is the 
concept which came into being after the public outcry against King 
Leopold of Belgium which forced him to abdicate the Congo in favor 
of the Belgian state. 

Colonialism in African areas since the 1900’s has meant a new 
orientation toward the right of the individual, a raising of the status 
of women, the eradication of disease, the development of education, 
and in general, an uplift in the standard of living of underdeveloped 
peoples. 

Colonialism has been decried because of two widelv accepted con- 
cepts: (1) All colonial powers deny their subjugated people their 
right of self-determination; (2) metropolitan powers have exploited 
their colonies. Such exploitation is alleged to have taken the form 
of extremely low wages, the use of mineral and agricultural resources 
without adequate compensation to the indigenous peoples, the impo- 
sition of trade monopolies, high and inequitable taxes, failure to 
reinvest profits locally, and, finally, by economic means keeping the 
people in subjugation with as few political rights as possible. 

The benefits of colonialism, on the other hand, are many. Colonial 
powers have invested large sums of money in their dependent overseas 
territories in Africa by means of developmental plans, notably FIDES 
in French areas and the Colonial and Welfare Development Fund 
plans in British areas. The funds from these plans have been used 
for the building of ports and river harbors, extension of all-weather 
roads, the building of hydroelectric plants, conservation and irriga- 
tion schemes, agricultural and veterinary experimental stations, the 
ever-increasing expansion of school facilities from the elementary 
through the technical to the higher levels of education, the building of 
clinics and hospitals, the mapping of mineral resources, housing, 
encouragement of immigration, organization of cooperatives, and, 
finally, ‘the introduction of cash crops and animals. All colonial 
powers have succeeded in valnitee the standard of living of their 
dependent peoples. 
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The exploitation of colonial resources in Africa has meant that the 
imperial powers are developing colonial areas and have drawn these 
areas into the orbits of their home economies, and, hence, into the 
world market from which they can never be ousted. Colonial 
products such as industrial diamonds, cotton, cocoa, coffee, copper, 
chrome, bauxite, and veneer woods are absolutely necessary to the 
world’s commerce. 

One accusation against colonialism can be proved; namely, that 
native civilizations have been undermined through the detribalization 
process of bringing civilization to independent areas in Africa. Many 
problems have been raised; namely, urbanization, integration, polit- 
ical participation, literacy, education, and new political organizations 
which are somewhat unstable because they originate in an unstable 
economy standing on the verge between an exploitative and an indus- 
trial civilization. 

The colonial mentality 


Although the industrial revolution is presently coming to Africa, 
the symptoms of that revolution are different from the industrial 
revolution of western Europe. Instead of decades, the process in 
Africa has been telescoped into a very short period of time leaving 
little chance for a real assimilation of the process of integration. 

An African leadership class is slowly being trained. “How ever, ia 
most colonial areas the truth is that the ruling class (mostly whites) 
consists of alien elements superimposed upon the indigenous peoples. 
The mentality of this alien ruling class is very evident in daily prac- 
tices: (1) The superiority or caste structure with little social inter- 
mingling; (2) the payment of low wages which deprives the Africans 
that have skill and technical efficiency of the wages to which they are 
entitled and of equal justice; (3) evidences of economic progress among 
the indigenous peoples are not encouraged to the fullest extent because 
of the fear of competition—thus, the great present-day need for 
technical and medical schools; (4) the attitude that indigenous peoples 
should be considered as wards; (5) the very slow acceptance of a rising 
educated African element as ‘equal to the white ruling class. The 
gradations of acceptability differ from colony to colony in Africa, thus 
constituting various concepts of race relations; (6) final assimilation 
of this mentality lies in the fact that in many tropical areas the white 
ruling classes are unable to live acceptably because of the rigorous 
climate. 

Wherever “settler” civilization is predominant, as in South Africa, 
Rhodesia, and Kenya, the tendency is to safeguard the rights of this 
small sector in preference to the rights of the overwhelming number of 
Africans. 


COLONIAL POLICIES IN AFRICA BEFORE WORLD WAR II 


In order to assess correctly the problems of the present-day evolu- 
tion of independent nations in the dependent overseas territories in 
Africa, one would have to study carefully the objectives and methods 
employed by the colonial governments during their periods of colonial 
rule. What were their attitudes toward the eventual independence of 
their territories? 
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British policy 

The dominant characteristic of British policy can be described by 
the word “trusteeship.” Under this concept the British set out to 
give an ever-increasing participation to the indigenous peoples in their 
apt decision- making process by means of their legislative councils 
(LEGCO). Such councils were considered as “parliament in em- 
bryo.” ‘This process envisioned an increasing number of Africans 
participating in the councils and was easy to ‘evolve in areas where 
there were few European settlers, for example, Gambia, Sierre Leone, 
Gold Coast, Nigeria, Uganda, N yasaland, and Tanganyika. In other 
areas where there were European settler minorities, the problem was 
complicated by the fact that the white settler communities received a 
larger proportion of seats in these legislative councils than was war- 
ranted by their numerical strength. 

In addition to the councils, a system of indirect rule was worked 
out by which local chiefs were granted widespread authority under 
the supervision of district supervisors. This was the famous native 
authority system. The rural life of Africans was disturbed as little 
as possible and plans were made to assist the local people to increase 
their economic well-being by agricultural programs, such as cocoa in 
the Gold Coast, cotton in U ganda, peanuts in Nigeria, and coffee in 
Tanganyika. These authorities differed widely from area to area but 


all in essence did not envision the rapid independence of the areas in 
which they functioned. 


French policy 

The French colonial administration consisted of a rigid overseership 
with every question of policy settled in Paris. A few local deputies 
were appointed to serve in a French assembly to represent their 

respective areas but with little political power. French rule in colonial 
Africa before World War II was represented by the term “association.”’ 
Social and economic change was welcome but the African was not 
encouraged to develop along his own lines; rather he was assisted in 
becoming a French citizen. The eventual emergence of a French 
citizenry in all its dependent overseas territories of Africa was a goal 
far in the future. 

Belgian policy 

Under Belgian colonial policy a strict accountability or responsi- 
bility to the Belgian Parliament was evident. All colonial adminis- 
trators did as ordered by the administrator of overseas colonies in 
Brussels. 

The term characterizing Belgian administration was “paternalistic,” 
one by which all African peoples were considered as wards, and every- 
thing was done for their economic and social welfare only. African 
participation or even settler participation was not allowed in the 
political control of the country. 

Being preoccupied with economic development, health and initiation 
of technical skills, the Belgians built schools and technical centers 
and health institutions where training became available to Africans so 
that a highly skilled technical class has evolved. This is true even 
in all types of administrative work; but on the other hand, there was 
a complete absence of participation in political administration. 
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Portuguese policy 


Portuguese rule in Angola and Mozambique can be characterized by 
the process of assimilation. In other words, the African who could 
speak the Portuguese language, who could assure himself of the income 
to meet the European standard of living and could prove that he had 
actually lived like a Portuguese could request papers as a Portuguese 
citizen and, hence, would be assimilated among the Portuguese. The 
goal was high; hence, in reality few economic opportunities were 
vouchsafed to the African to engage in economic endeavor by which he 
could achieve the status of assimilation. 


TRENDS IN AFRICAN COLONIAL POLICIES SINCE 
WORLD WAR II 


The events of World War II and its aftermath changed the orderly 
development of colonial policies in Africa to a large extent—slowly 
in some regions and at an accelerated pace in other areas. The par- 
ticipation of practically all dependent overseas territories in Africa in 
World War II, coupled with the enunciation during World War II 
of the policies toward Africa, as envisioned in the Atlantic Charter, 
brought about a reorientation of the responsibilities which the metro- 
politan countries exercised on behalf of the African territories. West- 
ern contact varied greatly from area to area. The countries most 
rich in natural resources underwent certain drastic transformations 
due to utilization of large quantities of indigenous manpower in agri- 
culture and mining. Westernizing influences brought about great 
changes in the economic and social life of certain areas. In these 
areas tribal life was broken down to such an extent that the authority 
of tribal chiefs will never again be resuscitated. In other areas where 
the war did not have much influence on the tribal life of the people, 
the colonial administrations were not vitally disturbed. The adminis- 
tration of the colonial governments in the various areas took cogni- 


zance of these new changes, and the political administration has 
changed accordingly. 


British areas 


The ideal of British policy in Africa was always the self-development 
of its underdeveloped peoples. The objective was to increase the 
independence to such an extent that independent governments could 
arise within the framework of the British Commonwealth. The war 
changed this objective somewhat and the attitude was that if not 
within the empire then the newer nations who are to be granted 
independence should at least stay closely associated with the empire. 

The war changed British policy in two ways: namely, (1) the grant- 
ing of greater autonomy in the exercise of the local legislative functions 
or by means of a federation of similar adjoining territories in a larger 
federal union in those areas where there was a large white settler 
population; and (2) the greatly accelerated speed at which the British 
Government is acceding to the request for self-government in certain 
areas where there is no settled European population. 

Since the end of the war British action proceeded in four ways: 
(1) They greatly increased the representation of the indigenous peoples 
ia the legislative council of each administrative unit. (2) In most 
territories senior officials and even cabinet members were appointed 
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from the ranks of the African peoples—this has led to a much greater 
experience by the indigenous peoples in all the executive departments 
‘of their country, thus looking forward to the time when all profes- 
sionals would be chosen from the ranks of the indigenous peoples. 
(3) In all British areas the system of native administration has been 
changed radically into systems of local African governments by which 
duly elected members had charge of their various districts, as well as 
in the administration of the central government. (4) The British 
have taken large steps to speed up the economic development of the 
country while increasing the active participation of the Africans in 
this economic development. 

The Colonial Office in London has made specific efforts to acquaint 
itself with all the problems of each area—thus, one finds a proliferation 
of royal commissions in the west, the south, the east, and central 
Africa. The commissions dealt with a variety of subjects such as 
agriculture, transportation, and health; but above all, most of these 
commissions dealt with the demand for independence betweea growin 
nationalist groups in each territory, notably in the Gold Coast an 
Nigeria. Other commissions again examined the prospects of federa- 
tion, such as Nyasaland and the two Rhodesias; and the East African 
Union between Tanganyika, Kenya, and Uganda. 

In each instance the British Government was quick to react to 
recommendations from these commissions, especially where specific 
directions were given for an orderly political evolution. Thus, the 
Coussey report on the Gold Coast envisaged rapid independence for 
that territory, and the Bledisloe Commission advised concerning the 
Federation in central Africa. The Royal East African Commission, 
on the other hand, confined itself to land usage and did not advocate 
an East African Union because of the divergent state of the various 
cultures in each of the three territories. In British West Africa the 
nationalist movements are recognized as evidence of political maturity 
and ability to conduct their own affairs so that the Gold Coast and 
Nigeria have been promised independence soon after 1956. 

In the Central African Federation and the proposed East African 
Union a new phrase became symptomatic of the emerging British colo- 
nial policy—namely, “partnership.” In this “partnership” the Afri- 
can peoples were guaranteed equal opportunities without racial dis- 
criminations—for example, free labor unions, much larger areas of land 
would be set aside for the use of the indigenous peoples, and great 
encouragement would be given to raise the standard of living so as 
to give an opportunity for equality. 

The “partnership” question was somewhat complicated in Tan- 
ganyika and Kenya where the question of “parity” arose; namely, an 
equal and proportionate representation on councils from the municipal 
through the federal level of all three races—white, African, and 
Asian—with specific efforts being directed toward educating the 
African representatives to fit their emerging political responsibility. 

The emergence of the Gold Coast as a complete self-governing entity 
within the framework of the Empire in contrast to all the various 
independent British territories in Africa is being watched closely by 
other African areas. The feeling is that if the nationalistic demand 
in the Gold Coast can succeed in obtaining independence, then such 
a demand in other areas may result in a quickening of the process of 
allowing African peoples increasing political participation and, hence, 
an acceleration in the eventual self-government of their territories, 
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Concomitant with the birth of this nationalistic demand for freedom 
come other demands such as the quest for education on an elementary, 
secondary, and higher level. It is very significant how this type of 
request had led to the development of colleges and universities on 
the same scale as the Fourah Bay College in Sierra Leone, Achimota 
College on the Gold Coast, the College of Nigeria at Ibadan, Makerere 
College in Uganda, and the Central African University in Salisbury, 
Southern Rhodesia. 


French Africa 


French Africa consists of two widely divergent sections; namely, 
Arab Africa in the north consisting of Tunisia, Algeria, and Morocco, 
and French Tropical Africa consisting of French West Africa, French 
Togoland, French Cameroons, French Equatorial Africa, and Mada- 
gascar. 


French North Africa 


French North Africa has a rather complex colonial problem for it 
not only involves a conflict between the native nationalists and the 
colonial power, but it also involves the conflict between the indigenous 
population and the European settler groups. In the three territories 
of Algeria, Tunisia, and Morocco economic power has rested in the 
hands of the French minority; but since the end of World War II 
an ever-growing spirit of nationalism has challenged the dominant 
position of the French. Morocco and Tunisia have achieved inde- 
pendence and Algeria is currently fighting to achieve self-government. 


French Tropical Africa 


French Tropical Africa has seen various substantial changes since 
the end of World War II, especially in the extensive granting of the 
rights of citizenship to an ever-increasing number of Africans. Under 
the new constitution of 1946 all French colonies and territories were 
considered as France Overseas, and all inhabitants are treated equally 
under the French legal system as citizens. Thus, the special legal 
system applied to French Tropica) Africa was abolished, especially 
the system of forced labor. Similarly, French criminal law and trial] 
on criminal charges by French courts have been extended to all citizens 
of the French Empire. 

Under the new French Constitution (1946) all French tropical 
territories send Deputies to the French National Assembly, Senators 
to the Council of the Republic, and Counselors to the new Assembly 
of the French Union. Before the war only Senegal sent a single 
Deputy. Now French Tropical Africa sends 37 Deputies. 

In the eight West African territories comprising French West Africa 
and in French Togoland all electors, white or Africans, vote together 
on the same electoral roll. Elsewhere French African citizens vote on 
one roll for their Deputies—while French citizens of metropolitan 
status vote on another for theirs. 

African citizens can achieve metropolitan status, and this process has 
been accelerated since the time of the war; but in reality the greater 
proportion of French citizens on the metropolitan roll consist of white 
Frenchmen. Out of the total population of 30 million they comprise 
around 150,000. These 150,000 return 6 of the 37 Deputies, and onl 
31 Deputies represent the balance of the population. Thus, in Wrench 
Tropical Africa a substantial measure of privilege is still being given to 
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French white citizens, and the avowed purpose of equality in political 
affairs is still far from attainment. 

Local assemblies have been established in all territories on an 
elective basis, but again—except in Senegal and Togoland—2 electoral 
rolls obtain, 1 for French citizens and 1 for African citizens. The 
only redeeming feature is that in local assemblies the African citizens 
elect the major number of deputies. 

The franchise which was very complicated before World War II 
has been extensively revised. Thus, in 1946 the electorate comprised 
only 1 million; however, by 1952 it had increased to 5 million. 

In the British system the legislative councils are regarded as incipi- 
ent parliaments, whereas in the French Union these territorial assem- 
blies are modeled very closely on the general councils which exist in 
the 90 departments of metropolitan France. These assemblies have 
also some executive powers, actually vote on their own budgets but in 
a wide range of subjects must consult the administration officials for 
the course of future action. 

The British system of elective officials has been exfoliated to include 
even the smallest municipal entity, whereas in the French system this 
process has been very slow, although progress has been made since 
the end of the war. In the French trustee ship areas elected rural 
local authorities have been setting up their own budgets, and these 
have worked so well that the pattern is being rapidly introduced into 
all of French Africa. The British system aimed at creating self- 
governing units of each colonial geographical area, and the speed in 
the attainment of this objective has radically increased since the end 
of the war. The French system, on the other hand, although not 
changing its objective of not creating new self-governing units, has 
changed the speed by which these newer units will be incor rporated on 
a basis of equality in the larger union of units, or the French Union. 

In French West Africa and French Equatorial Africa there has been 
little overt development of nationalist movements or purely African 
political parties such as are evident in British Africa. Rather, has the 
demand by the incipient labor unions been for an extension of social 
and economic privileges to Africans within the French system, in other 
words, equality with “metropolitan French citizens. Indications are, 
however, that the influence of the independence movements in British 
Africa is spreading rapidly to the contiguous French territories, and 
African political leaders are beginning to demand greater autonomy 
in their territorial assemblies—especially some kind of federal relation- 
ship between the African territories and France. 

Belgian Congo 


Colonial policy in Belgian Africa has changed little in the post 
World War II period. The franchise is denied to both white settlers 
and African peoples on every level. This repression of voting rights 
is occasioning great discontent especial; y among the white settlers in 
the Lake Kivu areas where demands are being made for a local elective 
authority, an authority not superimposed by the Colonial Office in 
Brussels. 

In the trust territory of Ruanda-Urundi a basic law, which would 
permit the develo »ment of a system of representative local govern- 
ment councils was passed, but this law has not yet been impleme nted, 
It was also stated that this law would be the model for the whole 
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Congo, but no law of this nature has been promulgated by the Belgian 
Government. 

Since 1946, however, the Belgians have agreed to the evolution of 
Africans into the ranks of Belgian citizens with the added responsi- 
bility of paying the higher level of taxes. The drawback of this system 
has been that the rates of pay for the African citizens have never 
increased to a level comparable to that of the white citizens; hence, 
only hardships have resulted. Many of the “evoluees’”’ wish to revert 
back to the paternalistic status under which they would be treated as 
indigenous peoples since even after achieving Belgian citizenship they 
still do not have the rights of political expression. 

The Belgian 10-year development plan has envisioned enormous 
strides in economic expansion, health, and education. At last an 
institution of higher learning—the Louvanium at Leopoldville, was 
opened in 1954. The eventual ideal is that a highly educated African 
or Congolese class will arise who, when the time comes when the 
Belgians may have to abdicate their authority, will be able to take 
over. Since no provision has yet been made for political education, 
it seems that with the evolution of a new economically powerful class 
will also come a demand for some share in political power. 

Sooner or later the white settlers and the educated African classes 
will combine, and then the jump to independence will have to be made 
overnight without a gradual transition process of political participa- 
tion as in British territories. 


Portuquese territories 


Little change has been made in Portuguese colonial policy since 
both Angola and Mozambique have always been considered as two 
integral provinces of Portugal proper. 

The Province of Angola itself is not very rich; hence, economic exploi- 
tation has not increased in similar proportion as in French and British 
areas. Railroad lines have been extended, and greater settlement 
schemes have been initiated. In this way many more Africans have 
been able to reach the “assimilation” status. Currently approxi- 
mately 30,000 are Portuguese citizens, but the rate of increase is slow. 

On the other hand, Mozambique, on the East Coast, has had a 
phenomenal increase in the standard of living in certain areas due to 
the activities in transportation and harbor building on behalf of the 
Union of South Africa and the new Rhodesia Federation. Oppor- 
tunities for assimilation are increasing very rapidly; and although the 
number currently comprises only about 6,000, the process is being 
accelerated because of economic opportunities. Large-scale measures 
are being undertaken to raise the standard of living so that as the tribes 
are able to participate in the benefits of civilization, they will be able 
to increase their share of responsibility in the local elected councils. 
At the same time, the Mozambique Government exercises a rather 
strict fatherly interest in those who have not yet evolved to the 
“civilized” state and applies a special code of laws to them. 
Independent nations and trusteeships 

When speaking of colonialism in Africa, the tendency is to omit or 
minimize the role played by the various independent entities in Africa. 


These independent nations are scattered throughout the continent 
and since they are surrounded by colonial territories of European 
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governments, it is axiomatic that African leaders in other areas 
aspiring to independence should look to the influence and example 
of their free neighbors. 


Egypt 

Among the Arab peoples of North Africa, Egypt is looked upon 
as an example of a nation that achieved its freedom from England in 
1921 and has since thrown off the shackles of European influence— 
notably the control of the Suez Canal which reverted to Egypt in 
1954. 

In the politics of the Middle East and North Africa the assump- 
tion of leadership by Egypt in the Arabian world has come about 
only in the last few years under certain strong Egyptian leaders— 
notably Colonel Nasser. Egyptian nationalism has taken the atti- 
tude of defiance of Western standards and control. 

The usual evolution of independence has meant the preoccupation 
with the raising of the standard of living in the homeland, especially 
in a country like Egypt where there is great internal need for rehabili- 
tation. On the other hand, Egypt, though it has embarked on a 
program for such rehabilitation, seems to have centered its external 
attention on leadership in the Arab League. Nationalism among the 
Arab States did not have large-scale military significance in the 
recent past, but the sale of military items by the Soviet bloc to these 
states creates dangers for the future, particularly because of the 
united Arab feeling against Israel and the availability of large funds 
from oil royalties for the purchase of these items. 

Whether Egypt will succeed in dominating the Arab league cannot 
be assessed at present. The crux of the matter is that presently 
Arab Africa looks to Egypt as the strongest Arab nation in Africa and, 
hence, seems to follow her leadership. This has occasioned the 
nationalistic movements toward independence which have resulted 
in the independence of Libya, Tunisia, and Morocco, as well as the 
Sudan. Other areas of the British and French colonial empire which 
claim to be part of Islamic Africa certainly wish to follow the same 
road to independence achieved by Egypt and the others. Whether 
these other areas are politically mature enough to uphold their inde- 
pendence does not seem to bother Egypt at all. 


Libya 


Libya, a previous colony of Italy and a postwar protectorate under 
British supervision, was not made a trusteeship territory but rather was 
given its independence. The United States and Great Britain have 
airfields in this country and support the whole economy with approxi- 
mately $20 million per year. Being mostly desert, Libya needs this 
assistance and exerts no influence in colonial affairs except insofar as 
its strategic position serves as an agreed base of operations for Great 
Britain and the United States. 


Sudan 


The Sudan achieved independence on January 1, 1956, by pro- 
claiming its freedom from the condominium of Egypt and Britain. 
During the period under dual rulership, the British took great pains 
to create adequate leadership, and this leadership is currently in 
command and seems well capable of keeping the new state on an even 
keel. The real difficulty will come when the Federal Government 
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must reconcile the Islamic North with the Coptic South and work 
out an internal policy acceptable to both regions. 

In shaking off the so-called chains of colonialism both Egypt and 
the Sudan seemed to have developed a strong antipathy to the West, 
and this antipathy was an entering wedge for Soviet influence through 
economic missions to both the Sudan and Egypt, as well as military 
assistance to Egypt by Yugoslavia. 

Ethiopia 

The independent Empire of Ethiopia has not allied itself with 
either camp but seems to be relying much on the technical assistance 
of the West so as to create a modern state. Soviet trade and medical 
missions are trying to gain a foothold but thus far have been unable 
to assert any influence. Ethiopia does not consider itself a Negro 
African state, hence, has not interested itself too much in the new 
nationalistic movements of Negro Africa. Her preoccupation at 
present is with the development of her own underdeveloped territory. 
Liberia 

The independent Republic of Liberia on the west coast, though small, 
is rapidly increasing its influence due to the fact that its democratic 
government has welcomed all types of technical and economic assist- 
ance from the West so as to become a “show case” of cooperation be- 
tween Africa and the West. Now that Liberia is attaining a viable 
way of life in which the tribes of the hinterland are being coordinated 
with the Americo-Liberian elite, the success of this cooperation may 
well show an example to the similar African nations in embryo. 


Union of South Africa 


The independent Union of South Africa with its 14 million people is 
currently the strongest state in Africa with the strongest industrial 
potential. Its segregative policies of race relations or “apartheid” 
are antagonizing not only the predominant Bantu section, but also the 
Cape Colored, the Asian, and even a large element of the whites. The 
complete segregation of these four classes in political representation, 
as well as the repressive measures of segregation on the reserves, are 
policies leading to an explosive situation. 

Although South Africa is a noncolonial area, the exemplification of 
the colonial mentality in the exploitation and oppression and segre- 
gation of the Bantu peoples by the white settler population is followed 
keenly by the rest of Africa. The policies executed by the South 
African Government are added incentives for nationalistic movements 
elsewhere. African nationalist leaders point to the Union as a type 
of domination which they wish to eschew. 

In this modern world nationalist leaders elsewhere in Europe and 
Africa do not look at the great strides being made among the Bantu 
people in South Africa under the tutelage of Europeans, but are 
interested mainly in the question of race relations and the lack of 
equality. Nationalist leaders elsewhere, therefore, are forced to 
espouse actions in opposition to the policies followed in the Union. 


Southwest Africa 
A further cause of friction between the white nationalist leaders 


in the Union and nationalist leaders elsewhere in Bantu Africa is the 
disregard of the Union for the rights of a trusteeship area; namely, 
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Southwest Africa. Even against the wishes of the United Nations 
this large trusteeship area is now regarded by South Africa as a 
fifth Province of the Union, and the indigenous peoples are auto- 
matically assured of the same repressive policies under which the Bantu 
peoples in the Union suffer as compared to the enlightened policies 
espoused under U. N. supervision in the other trusteeship areas in 


Africa. 
High Commission territories 


Another matter of intense concern to Bantu Africa is the future 
political status of the three British High Commission territories adja- 
cent to the Union of South Africa. Although these three territories 
British Bechuanaland, Basutoland, and Swaziland—are protectorates 
of Great Britain, they fall under the influence of the Union of South 
Africa because they are within or border upon the territory of South 
Africa and their manhood has to find a living within the industrial 
activity of the Union. 

Should these three territories be incorporated by the Union, the 
same repressive race policies will be followed. Native leaders in these 
areas do not wish this to happen. 





Trusteeship areas 


The United Nations Trusteeship Council is trying to follow an 
enlightened attitude concerning the former German and Italian 
colonies. Libya has achieved independence; Eritrea has voluntarily 
joined the Ethiopian Union on a basis of complete autonomy, and 
Italian Somaliland has been promised independence by 1960. 

Tanganyika, on the other hand, has been placed under British 
tutelage but with United Nation’s supervision; and as soon as the 
United Nations deem it advisable, this territory will achieve its own 
independence. 

Ruanda-Urundi is currently administered as an integral part of the 
Belgian Congo. But at such time as the United Nations deem it 
advisable, this territory may choose, like Eritrea, either to be free 
or to join the Belgian Congo. 

A similar position of possible independence obtains in the sections 
of the Cameroons and Togoland administered by Great Britain and 
France. Whether these two sectors will be allowed to proclaim 
themselves independent or join the neighboring areas is to be left to 
a plebiscite or to the discretion of the United Nations. At the 
moment there is no strong nationalistic movement in these areas, 
However, when the Gold Coast and Nigeria become free, their leaders 
will no doubt press for union with these contiguous trusteeship areas. 

The only question of trusteeship remaining concerns Southwest 
Africa. This mandatory is formally under the aegis of the Trusteeship 
Council as all former mandates under the League of Nations were 
taken over by the United Nations. However, the white-settler class 
voted to have their territory placed under the administration of the 
Union of South Africa. In a referendum held for this purpose the 
African native chiefs were supposed to have expressed their wish for 
similar action. 











UNITED STATES INTEREST IN THE SOLUTION OF THE 
PROBLEM OF COLONIALISM IN AFRICA 


No imperialist intentions 

The pacific and orderly solution of the colonial question insofar as 
Africa is concerned is of vital interest to the United States. The 
solution of the colonial problem in an exemplary fashion was initiated 
by the United States when the Philippines were given absolute freedom 
in 1946. In other words, the United States did not have any im- 
perialistic motives in holding on to the Philippines. Not only was 
that country given its freedom, but the United States has manifested 
a close interest in its continuing well-being by giving it grants and 
loans and by technical assistance on a large scale. 


Combating Soviet influence 


The problem of colonialism is a leading issue in the “cold war.” 
Soviet Russia is using the club of colonialism very frequently in its 
propaganda not only for the control of men’s minds, but also for the 
exploitation of their territories. 

The Kremlin has also infected ‘“‘neutralist’”’ nations with the feeling 
that colonialism should be abolished immediately, whether the nations 
to be set free are ready for independence or not. 

Certain Arab States have also taken up the question of colonialism, 
forgetting that their cultures are widely divergent from those in the 
rest of Africa. At the recent Asian-African conference at Bandung, 
Indonesia, there was near unanimity among the many Asian and 
African nations in the condemnation of present-day colonialism. 
Incidental to this condemnation of colonialism was the condemna- 
tion of international communism as a form of colonialism—more 
deadly even than traditional colonialism. In spite of this fact, how- 
ever, Soviet propaganda reiterates the question of colonialism at 
every opportunity, whether in the statements by the U. S. S. R. 
leaders during their overseas tours or in the United Nations. The 
Soviet Union is attempting to assume the role of liberator of sub- 
jected peoples. 

The Soviet Union has no African colonies and is not on trial in 
Africa, but the Western Powers are. Hence, a satisfactory and 
speedy solution to the colonial question will certainly prove to sub- 
jected peoples that the Western World has their interest more at 
heart than the Soviet Union. Her satellites are all around her peri- 
phery but no promise of freedom is ever given them by the Soviets. 

The great effort by the United States since the end of World War 
IT in combating communism in Europe through the granting of billions 
of dollars in aid or loans indicates that the United States is very much 
alive to the fact that Communist infiltration might succeed in creat- 
ing unrest in colonial areas. Apart from the war of words, there is 
always the imminent danger that Communist leaders might seize 
leadership of nationalistic movements in Africa, establishing a focus of 
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Soviet power which might menace free nations. Certainly the United 
States is interested in preventing the occurrence of Communist infil- 
tration in Africa as happened in Indochina and Malaya with dire 
results for the West. 


Smuts and his “Charter for Africa” 


For 125 years Latin America has been free from the encroachments 
of any power not having any interest in that area at the time the 
Monroe Doctrine was proclaimed. The interest of the major world 
power in guaranteeing nonintervention from outside for the area has 
created a setting of peace which has been inestimable for its economic, 
social, and political expansion. 

General Smuts proposed in 1946 that a voice be raised and the free 
world proclaim a Charter for Africa guaranteeing territorial integrity 
insofar as present controllers were concerned. Provision could be 
made for the emergence of free states, but only if under self-determi- 
nation and not under the influence of any foreign power. 

The pronouncement of such a policy at this time of tension will en- 
courage those areas on the brink of freedom while warning that inter- 
ference by a foreign power will not be tolerated. 


United States inspiration to colonial areas 


The emergence of the United States from colonial status to full 
independence has always been an inspiration to other areas of the world 
still in a state of political subjugation or dependence. On the west 
coast of Africa, Jefferson and Washington are quoted as great leaders 
of American emancipation. African nationalist leaders are asking that 
the United States continue to give inspiration to like-minded attempts 
at self-government on their continent. 


Self-determination 


When Woodrow Wilson proposed his mandate system during World 
War I, his pronunciation of ‘‘self-determination of peoples” struck an 
answering chord in the hearts of leaders of many colonial territories. 

United States interest in the solution of the colonial problem is 
also shown in the leadership given by the United States through the 
Trusteeship Council where enlightened cooperation for the eventual 
self-determination of dependent areas is given. Certainly the Council 
one been shown that in Africa eventual self-rule is the purpose of its 
policies. 


United States investment in Africa 


United States interest in Africa is evidenced by an investment of 
$664 million by the end of 1954. The various United States com- 
panies—be they mining companies, extractive industries, trading 
corporations, or industrial plants all over Africa—attempt to follow 
the enlightened labor relations and cooperative business procedures 
current in the United States. Democratic labor relations obviating 
difficulties of race relations are closely scrutinized in each country by 
nationalist leaders and the colonial administrators. The harmonious 
development of such relations in each United States business enterprise 
in the area is closely followed and may have profound repercussions 
in labor relations in each African country in the future. 

















AFRICA, SOUTH AND EAST OF THE SAHARA 149 


Strategic bases 


The United States is particularly interested in seeing that the 
colonial question is solved peaceably because of its need for strategic 
military bases. All the colonial powers of Africa are tied in with the 
North Atlantic Treaty Organization, and the United States has most 
friendly relationships with all of them. In fact, through agreements 
signed with the metropolitan powers which control the African colonies, 
the United States has been granted extensive bases all over Africa and 
has spent large sums of money in building landing fields, ports, and 
other types of strategic bases. Notable among these bases are the 
jet fields in Morocco, Libya, and Liberia, and also weather observation 
stations in Eritrea. 

The United States is greatly interested in friendly relations with 
the metropolitan powers insofar as their ports in Africa are concerned 
in the event that the Suez Canal might be closed. Such ports are 
Dakar, Monrovia, Abidjan, Lagos, Port Gentil, Luanda, Walvis Bay, 
Cape Town, Durban, Lourengo Marques, Beira, Dar es Salaam, 
Mombasa, Mogadishu, Aden, and Djibouti. These ports are import- 
ant not only for refucling and naval supply, but also as interceptor and 
repair stations for submarines. 

Should any nations in Africa have racial disorders, these might 
result in the loss of the use of these bases by the United States or other 
free Western forces. It is to the American interest that the people in 
the areas where these bases are located have a peaceful government 
friendly to the United States and its interests. Thus, the colonial 
problem should be settled in such fashion as to increase the peaceful 
economic well-being of the colonial peoples around these bases. 


Strategic raw materials 


The United States interest in the settlement of the colonial problem 
stems also from the fact that strategic raw materials from Africa are 
vitally needed in the industrial machine. In fact, the raw materials 
from colonial Africa supply an important segment of United States 
requirements. These raw materials are uranium, cobalt, and indus- 
trial diamonds from the Belgian Congo; manganese from the Gold 
Coast and French Morocco; copper from the Federation of Rhodesia; 
uranium, chrome, vanadium and asbestos from South Africa; and 
important foods such as cocoa from the Gold Coast and Nigeria; 
palm oil from all of West Africa; coffee from West and East Africa; 
and tea from Nyasaland. 

Other strategic commodities are imported from the rest of the colo- 
nial areas in Africa. In line with the ever-increasing United States re- 
quirement for these commodities, the United States has made large 
grants and loans for the increasing development of deposits of minerals 
and extractions of raw materials. 


Trade 


Being the foremost trading nation in the world, the United States is 
also interested in importing and exporting materials from and to 
Africa. An increasing flow of these materials is guaranteed under the 
concessions made by the United States in the General Agreement on 
Tariffs and Trade signed by all the western nations of Europe. 

The United States also finds herself in the lucky position of being 
the only nation able to supply many of the needs of various African 
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territories for transportation equipment, mining and excavation 
equipment, and other necessities such as household equipment and 
refrigeration materials. The peaceful development of colonial areas 
into independent nations may continue and even expand the flow of 
such materials, and the United States certainly looks with favor on 
procedures that might result in the peaceful increase in trade. 


Assistance vn other fields 


United States interest in Africa deals not only with the economic 
well-being of man, but also with his mental and spiritual well-being. 
Thus, immense sums of money are being expended in all areas of Africa 
and American men and women are found in all corners of Africa 
trying to give a spiritual understanding of the brotherhood of men. 

In health matters the United States has assisted in building up sani- 
tary institutions and research stations. Veterinary and other services 
have also been encouraged. 

In education the United States has assisted in schools built by mis- 
sionary societies in all the colonial territories in Africa. These schools 
inculcate the American principle of equality of peoples. Govern- 
mental and private, philanthropical and missionary expenditures in 
Africa have been on an everincreasing scale. 


Education for Africans in the United States of America 

Significant is the impact of American culture on African students 
who have studied in the United States. It is noteworthy how many of 
the nationalist leaders with democratic ideals studied in the United 
States. Examples are the late Dr. Aggrey and Prime Minister 
Kwame Nkrumah, of the Gold Coast; Premier Nnamdi Azikiwe, of 
Nigeria; Dr. Hastings Banda, of Nyasaland; Mr. Peter Koinange, of 
Kenya; and Dr. Kalibala, of Uganda. Scores of other political leaders 
throughout British Africa are graduates of American universities. 
Before World War II scarcely 25 African students used to come each 
year to American universities from Africa. Since World War II this 
number has increased to 500 per year. 


The Point 4 program 


The technical-assistance program of the United States is also being 
expanded to include various countries of Africa. This program uses 
the native talents of the indigenous peoples and consists of training 
them in newer methods of production under technical aid. One 
significant facet of this aid is the fact that American Negroes are often 
used, and their excellence is another incentive to African leaders to 
rise similarly. 


United States Information Service 


United States interest in the settlement of colonial issues, especially 
the matter of race relations, is seen in the large number of United 
States Information Services supplied all over Africa in connection with 
her overseas representation. ‘Their influence in inculcating American 
principles of brotherhood will increase as the program expands into 
all the countries of Africa. 


Press 


The rise of the indigenous press in Africa and the increase in circula- 
tion of this press have been significant in the last few years. The 
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African press is much stimulated by the Negro press in the United 
States, and the interchange of ideas is seen in all colonial areas. 

The extent of this African press is significant. In Nigeria alone 
there have been over 100 newspapers published by Africans, and today 
there are 12 dailies and 14 weeklies, all African-owned, currently in 
circulation. In the Gold Coast there are 17 African-owned and 
edited dailies and weeklies. Sierre Leone has 7, Gambia 3, French 
West Africa 10, Uganda 8, the Congo 2 dailies and 70 missionary 
— while in the Union of South Africa there are 2 dailies and a 

arge number of mission organs. 

Certain papers which find circulation all through Africa are Afrique 
Noire, in French West Africa; the West African Pilot, in Nigeria; and 
The Drum and Zonk, from the Union of South Africa. 

Cooperation with metropoles 

In many ways, as shown, the United States’ interest in the peaceful 
settlement of the colonial issue is profound. United States foreign 
policy is directed toward offering and rendering assistance to the 
metropolitan powers in the peaceful settlement of the colonial prob- 
lems. The United States has equally peaceful policies toward the 
independent nations in Africa and their neighbors. Where interna- 
tional problems need settlement—such as the racial-relations question 
and segregation, the treatment of Indians, the trusteeship question— 
the good offices of the United States of America are always available 
to all metropoles bilaterally as well as through the United Nations. 


O 














85TH CONGRESS HOUSE OF REPRESENTATIVES \ Reprorr 
1st Session No. 308 





DEPARTMENT OF COMMERCE AND RELATED AGENCIES 
APPROPRIATION BILL, FISCAL YEAR 1958 





Aprit 5, 1957.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Preston, from the Committee on Appropriations, submitted the 
following 


REPORT 
[To accompany H. R. 6700] 


The Committee on Appropriations submits the following report in 
explanation of the accompanying bill making appropriations for the 
Department of Commerce and related agencies for the fiscal year 
1958. 


APPROPRIATIONS AND ESTIMATES 


The bill provides funds for the Department of Commerce, the 
Panama Canal, the Civil Aeronautics Board, the St. Lawrence Sea- 
way Development Corporation, and the Tariff Commission. 

The budget estimates forming the primary bases of consideration 


by the Committee will be found in the budget for 1958 on the following 
pages: 


Agency Pages oj budget document 
metartinent of Comimeree iid. lee iP cose ee ee eS 420-483 
ane Pendrea Oanaghis o.c5 oi be. le Coe A aed 608-611, 614-621 
Advisory Committee on Weather Control_.............-..-.---------- 108 
Civil Aeronautics Board__--- wissen a hi od ede cde cel React thant eee 440-442 
St. Lawrence Seaway Development Corporation_.............-..---- 209-212 


mene Conmiiieion 3. 6 555b 8 Sa La el ek Se ae 169-170 


The Committee also considered budget amendments contained in 
House Document No. 116, dated March 12, 1957. 


23009°—58 H. Rept., 85-1, vol. 1——98 
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SUMMARY OF THE BILL 






The following table summarizes the amounts recommended in the 


bill in comparison with the corresponding budget estimates and 1957 
appropriations: 






Bill compared with— 













Appropria- | Budget esti- Recom- 
Department or agency tion, 1957 mate, 1958 mended in 
bill for 1958 | 1957 appro- 1958 esti- 


priation mate 


es | eS | EE | ee | 










Title I—Department of Com- 









merce _ .--| $632, 650, 136 | $803, 790,000 | $591, 387,060 | —$41, 263, 076 | —$212, 402, 940 
Title II—The Panama Canal_- 15, 410, 000 17, 648, 000 16, 648, 600 | -+1, 238, 600 —999, 400 
Title [1I—Independent agencies. 74, 575, 000 50, 075, 000 45, 649, 400 | —28, 925, 600 —4, 425, 600 




















Total_- 722, 635,136 | 871, 513, 000 | 653, 685, 060 | —68, 950,076 | —217, 827, 940 


Rescission: War Shipping Ad- 
ministration W orking Fund... 








































ales iaeclbaiaitieilipi ia ha apipaccieacndallgtetanceglcaiaatadeainimbiaaain ae ileailias tied — 65, 251, 000 
| ah cic viciliaidadhae I piv huasbancelaniein Minbari ewe wainmes 283, 078, 940 


Total reductions..........- | ceviche Boats 





The amounts included in the bill for 1958 are $68,950,076 below 
appropriations for the same agencies for 1957. The reductions in the 
1958 budget estimates total $217,827,940, a reduction of 25%. In 
addition, the bill contains a rescission of an estimated $65,251,000 of 
the balance now available in the War Shipping Administration work- 
ing fund, which increases the total reduction to $283,078,940. 

The bill includes $13,396,336 to meet retirement fund contributions 
required by law to be carried in the individual appropriations for 1958 
for the first time, and approximately $850,000 for the extra day’s pay 
required in 1958. For nearly all of the agencies in the bill, the only 
amounts allowed over 1957 appropriations are those necessary to meet 
these mandatory costs. 

The only agencies for which significant program increases are recom- 
mended for 1958 are the Civil Aeronautics Administration, the Bureau 
of the Census, the Patent Office, the Bureau of Public Roads, the 
Weather Bureau, and the Civil Aeronautics Board. Additional funds 
are provided to enable the Civil Aeronautics Administration and the 
Weather Bureau to staff new air navigation and weather facilities 
which will come into operation during the fiscal year 1958. New 
funds are also included to permit the Census Bureau to do the neces- 
sary advance planning for the 1958 censuses of business, manufac- 
turers, and minerals industries, and the 18th decennial census to be 
taken in 1960. Additional funds are also recommended to enable the 
Patent Office to continue the gradual reduction of the large backlog 
of patent applications now pending. The large increases in author- 
izations under the Federal-Aid Highway Act of 1956 also require sub- 
stantial appropriations in this bill for the Bureau of Public Roads. 
Further, to enable the Civil Aeronautics Board to strengthen its field 
audit activities, and to reduce the backlog on air-route and rate cases 
pending, some increases are proposed for fiscal year 1958. 















PERSONNEL INCREASES AND REDUCTIONS 






The 1958 Budget proposed increases of 7126 permanent positions 
for the Department of Commerce and 373 positions for the related 
agencies, a total increase of 7499 positions. The amounts recom- 
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mended in the accompanying bill will finance an estimated net increase 
of 4038 positions as follows: 


Increases over 1957: 

Civil. Aeronautics Administration: -.. 2250 So bo ee ee 3500 
Bureau of Public Roads (Federal-Aid Highways) ............-.---. 637 
Weather Bareees 66.555 hn nn ok Sd ieee ee eee 120 


Reductions below 1957: 






Business and Defense Services Administration..............----___ 352 

haread Oo: porcian CommMerts......... an cakes -nuschcesescactinnee 42 
Office of Strategic Information. 20 0s oo cod coe 6 
Advisory Committee on Weather Control 








EOC os ckcndoadéins nedadsantdcoemeseltwehun>astue 412 


Net increase 


TITLE I—DEPARTMENT OF COMMERCE 








The budget estimates for the Department of Commerce for the 
fiscal year 1958 total $803,790,000. Amounts recommended in the 
bill are $591,387,060, a reduction of $41,263,076 below 1957 and a 
reduction of $212,402,940 in the 1958 budget estimates. Over 
$194,000,000 of the reduction in the 1958 estimates is related to two 
agencies, the Civil Aeronautics Administration and the Maritime 
Administration, 


GENERAL ADMINISTRATION 





















Salaries and expenses.—For the coming fiscal year, the Committee 
recommends the sum of $2,695,200, an increase of $245,200 over ap- 
propriations for 1957 and a reduction of $139,800 in the budget esti- 
mate. The increase includes $156,100 for mandatory retirement fund 
contributions and the extra day’s pay due in 1958. In addition, it 
includes $158,400 representing a transfer of legal activities to the 
Office of the Secretary from four agencies: the Bureau of the Census; 
the Business and Defense Services Administration; the Bureau of 
Foreign Commerce; and the National Bureau of Standards. This is 
the result of a decision of the Secretary to centralize all legal activities 
for these programs in his office. Corresponding reductions have been 
made in the appropriations for the various bureaus concerned. 

These increases are offset by a reduction of $69,300 resulting from 
the elimination by the Committee of six positions and all funds now 
available to the Department of Commerce for the Office of Strategic 
Information. 

BUREAU OF THE CENSUS 











Salaries and expenses.—The sum of $7,881,800 is recommended for 
1958, an increase of $406,800 over the 1957 appropriation and a re- 
duction of $653,200 in the budget estimate. The entire increase 
covers the mandatory cost of retirement fund contributions and an 
extra day’s pay in 1958. 

1958 censuses of business, manufactures, and mineral industries.— 
The Committee recommends $1,000,000 for this purpose in 1958, an 
Increase of $850,000 over 1957 and a reduction of $845,000 in the 
budget estimate. This census is required by law to be taken every 
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four years. Planning and preparatory work was initiated in 1957, 
The amount recommended for 1958 will permit final preparations for 
taking the census in 1959. 

No funds are included for the “census of transportation” for which 
$322,090 was included in the 1958 budget estimates. 

18th decennial census.—The sum of $3,250,000 is included for initial 
preparation for the 1960 decennial census of population, housing, and 
agriculture, which is required by law to be taken every ten years. 
The amount recommended is $850,000 less than the budget estimate. 

The approved figure provides $1,500,000 for personnel and related 
costs and $1,750,000 for the purchase and development of machinery 
and equipment to be used in conducting the census. Since personnel 
will be transferred to this program from other censuses to be com- 
pleted in fiscal year 1957, there will be no increase in bureau 
employment. 





CIVIL 





AERONAUTICS ADMINISTRATION 


Operation and regulation —The Committee recommends $177,747,- 
800 for this program for the fiscal year 1958, an increase of $40,943,800 
over the fiscal year 1957 and a decrease of $17,252,200 in the budget 
estimate. $2,200,000 of the increase results from the transfer of the 
maintenance and operation of certain air navigation facilities from the 
Air Force to the CAA. $7,286,536 additional is included for manda- 
tory retirement contributions under this appropriation. 

The amount included in the bill provides approximately 
$29,000,000 additional to permit the employment of some 3,350 new 
technicians required to handle the constantiy increasing traffic on the 
Federal Airways and to staff the new air navigation facilities which 
will come into operation during 1958. In addition, it will provide an 
increase of $2,650,000 to enable the Office of Flight Operations and 
and Air Worthiness and the Office of Airports to meet new responsi- 
bilities for safety regulations and airport planning related to the 
coming transition from conventional to jet aircraft. It will cover a 
total of around 22,500 permanent positions for 1958. 

Despite the urgent demand for economy in Federal appropriations, 
there appears to be no alternative but to provide additional funds for 
this agency. The assurance of maximum safety in flight for the 
people of the nation must be the primary consideration of Congress 
under this program. New and improved air navigation facilities 
authorized during the past several years, which will be ready for 
operation in 1958, must be properly manned if they are to be put 
into use. Further, adequate personnel must be provided to handle the 
additional air traffic on the safest possible basis. This is made 
increasingly difficult due to the speed and range of the modern aircraft 
coming into use. 

In this connection, the members of the Committee are concerned 
as to whether or not the controllers and similar persons who have 
direct control over and responsibility for the safety of aircraft at 
airports and in flight are being paid adequate salaries to assure maxi- 
mum competency. Accordingly, the Committee recommends that 
the Administrator undertake a thorough review of grade standards 
for this category of personnel. If such a study indicates the necessity 
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for salary increases, he is urged to use a portion of the additional funds 
provided in this bill for this purpose. 

Establishment of air navigation facilities —The Committee recom- 
mends the sum of $116,561,860 for 1958, an increase of $41,561,860 
over 1957 and a decrease of $58,438,140 in the budget estimates. 

The Committee is recommending a sizeable increase over current 
year funds for this program, despite economy demands. The necessity 
of establishing a ‘‘common air-navigation system” which will meet the 
needs of both military and civil aircraft, the urgency of installing 
facilities which will safely handle the increasing volume of air traffic, 
and the problems which will result from jet flying, make such an 
increase necessary. 

The budget estimate for 1958 included funds for the installation 
and conversion of 367 VORTAC facilities at an estimated cost of 
$64,500,000. The Committee feels that it has no alternative but to 
go along with the initiation of this program, which is strongly endorsed 
by the Executive Branch and all segments of the aviation industry. 
Accordingly, it has included $43,000,000 for this purpose in the bill 
for 1958. Since military aircraft will be the sole users of the ‘‘azimuth” 
portion of the new VORTAC system, it believes that the additional 
$21,500,000 should be provided by transfer from military appropria- 
tions. 

Large sums will be required in future years to install, maintain and 
operate a “common” system designed to meet military needs for 
tactical flying as well as air navigation needs of civil aviation. 
Since approximately 45 percent of the use of the Federal Airways 
System is by military aircraft, the Committee feels that the Defense 
Department must make an appropriate contribution to its cost in 
the future. Further, it urges the Defense Department to cooperate 
fully with civil aeronautics authorities in the planning and designing 
of all future air navigation equipment. 

The 1958 budget also included $30,662,000 for installation of air 
route surveillance radar which will become increasingly important in 
the control of high speed jet aircraft in the future. The Committee 
has included $15,000,000 for this purpose in the bill for 1958. It 
believes that the program should proceed at a slower rate than pro- 
posed in the 1958 Budget to prevent possible duplication hetween 
the extensive radar network of the military establishment and that 
proposed by the CAA. Here again, it is essential that the military 
aviation authorities cooperate fully with the CAA to assure proper 
integration of civil and military installations. The taxpayers of the 
country cannot afford to finance two separate and partially duplicating 
systems of air navigation radar throughout the United States. 

Grants-in-aid for airports (liquidation of contract authorization).—An 
appropriation of $30,000,000 is proposed for 1958, a decrease of 
$5,000,000 in the budget estimate. This will provide the same amount 
for contract liquidation as was authorized for fiscal year 1957. In view 
of statements by the Secretary of Commerce that annual authoriza- 
tions for this program have been too high, some reduction in this 
estimate seems appropriate. 

Maintenance and operation, Washington National Airport—The 
Committee recommends an appropriation of $1,566,000 for 1958, an 
increase of $66,000 over 1957 and a decrease of $234,000 in the budget 
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estimate. The entire increase is provided to meet the mandatory 
retirement fund contributions under this appropriation. It should 
be noted that income at this airport totaled $2,860,000 in 1957 and 
is estimated to increase to $3,145,000 in 1958. 

Construction, Washington National Airport.—The sum of $250,000 
is recommended for this purpose for 1958 which is one-half of the 
budget estimate of $500,000. The funds are required for the repair 
and improvement of facilities at the airport made necessary by the 
increased use being made of that installation. It is significant to note 
that passenger volume has increased by 53.6% since 1952. 

Maintenance and operation of public airports, Territory of Alaska.— 
The bill includes $700,000 for the maintenance and operation of the 
Anchorage and Fairbanks Airports during the coming fiscal year. 
This is an increase of $82,000 over 1957 and a decrease of $550,000 
in the budget estimate. Mandatory retirement fund contributions 
require $26,000 of the proposed increase. The balance is provided 
for increased costs of maintenance and operations resulting from 
expanding use of these facilities and maintenance and operating 
difficulties related to the climatic conditions in that area. The income 
from these airports is estimated at $820,000 in 1957 and $840,000 in 
1958. 

Air navigation development.—The 1957 appropriation of $1,500,000 
is recommended again for 1958, a decrease of $500,000 in the budget 
estimate for 1958. The Committee believes that the amount recom- 
mended will permit adequate research and development work under 
this program during the coming year. 


COAST AND GEODETIC SURVEY 


Salaries and expenses.—A total of $11,550,000 is recommended for 
the coming fiscal year, an increase of $650,000 over 1957 and a de- 
crease of $550,000 in the budget estimates. The proposed increase 
includes the following sums: mandatory retirement fund contribu- 
tions, $450,000; mandatory retirement pay for commissioned officers, 
$120,000; chart and bond paper $80,000. 

Among the more important products of this agency are the marine 
and aeronautical charts produced for sale to the general public and 
distribution to other Federal agencies. In recent years the increased 
demand for such charts, together with the rising cost of paper, has 
resulted in the gradual depletion of the bureau’s supply of chart paper. 
An additional $80,000 is provided to replenish this inventory during 
the coming year. 


BUSINESS AND DEFENSE SERVICES ADMINISTRATION 


Salaries and expenses.—For the coming fiscal year the Committee 
recommends an appropriation of $3,515,000. This is a decrease of 
$3,460,000 below funds available for 1957 and is a decrease of $3,- 
560,000 in the budget estimate. The reduction below 1957 results 
from two factors: (1) elimination of all funds for the industry divisions 
of this bureau; (2) the transfer of $377,000 from this appropriation to 
the new Office of Area Development which has been created as a sep- 
arate organization in the Department during the current fiscal year. 
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OFFICE OF AREA DEVELOPMENT 


Salaries and expenses.—The full budget estimate of $395,000 is 
recommended for this program for the coming fiscal year. During 
fiscal year 1957 this office was established as a separate organization in 
the Department to give increased stature to its activities. As out- 
lined in the previous. paragraph, the sum of $377,000 was transferred 
to this heading during the current year. The amount provided for 
1958 represents an increase of $18,000, the amount required to meet 
mandatory retirement fund contributions. 


BUREAU OF FOREIGN COMMERCE 


Salaries and expenses —The Committee recommends $2,261,500 
for the coming year, a decrease of $138,500 below 1957 and a decrease 
of $383,500 in the budget estimate. The Committee feels that further 
economies in the operations of this bureau can be effected with no 
loss in the effectiveness of its programs. 

Export control—The full budget estimate of $3,060,000 is proposed 
for fiscal year 1958, an increase of $60,000 over the current fiscal y~ar. 
The entire increase is required to meet the mandatory retirement fund 
contributions during the coming year. 





OFFICE OF BUSINESS ECONOMICS 
Salaries and expenses.—The bill includes the sum of $1,035,000 for 
the fiscal year 1958, an increase of $75,000 over 1957 and a decrease 
of $20,000 in the budget estimate. The increase includes $55,000 to 
meet the mandatory retirement fund contributions and $20,000 
to enable the office to issue a new addition of the national income 
supplement, last published in 1954. The Committee feels that this 
document, which would incorporate new data available from the 
various 1954 censuses, is of sufficient value to the nation’s economic 
planners to warrant the additional funds provided. 


MARITIME 





ACTIVITIES 


Ship construction—The Committee recommends an appropriation 
of $3,000,000 for fiscal year 1958. This is $97,700,000 below 1957 
and is a reduction of $91,500,000 in the 1958 budget estimate. The 
amount approved includes $1,250,000 for acquisition of replaced 
ships and $1,750,000 for research and development. 

The 1958 estimate for ship building included $78,500,000 for the 
Federal cost involved in the replacement of four ships, including 
$62,000,000 for the replacement of the SS America, $6,500,000 for an 
ore carrier for the Central Gulf S. S. Company, and $10,000,000 for the 
replacement of two cargo ships for the Moore-McCormick Lines. 
All new funds requested for this purpose have been deleted in view 
of the fact that $92,000,000 of ship construction funds available from 
1957 and prior years will permit the construction of 17 new vessels 
in 1958. 

The Committee believes that the interests of economy can be served 
here with no damage to the shipbuilding industry of ‘the country in 
view of the large program which can be carried on in 1958 with funds 
already available. It is emphasized that this action should not be 
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construed as a lack of support for the continuation of a sound long- 
range ship replacement program. ‘This action, which has been taken 
entirely in the interests of economy during the coming fiscal year, 
will merely curtail the construction program until such time as the 
fiscal affairs of the Nation have improved. 

Contractual liabilities on the part of the Government makes 
the replacement of the SS America imminent. However, some 
slight delay in accomplishing this should not prove to be injurious 
to the long-range ship construction aims of the Government. Al- 
though deleted from the budget by amendment, the combination 

cargo-passenger vessel contemplated for construction and use in 

West Coast passenger trade also must be considered in the near future 
if we are to maintain a proper status in passenger service in the Far 
Eastern area. 

The funds approved for acquisition of replaced ships, when added 
to the $20,000,000 now available for this purpose, will enable the 
Maritime Administration to acquire the 17 vessels scheduled for 
replacement in fiscal year 1958. ‘The amount provided for research 
and development will enable the Maritime Administration to continue 
its research on cargo handling, model basin work, ship structures and 
designs, and component dev elopment. It will also enable the agency 
to undertake some research on nuclear propulsion. 

Operating-differential subsidices.—The Committee recommends 
$100,000,000 for the payment of obligations under this program during 
the coming fiscal year. This is $24,000,000 below 1957 and is a de- 
crease of $20,000,000 in the budget estimate. In view of the free 
balance of $16,500,000 at the end of the first six months of the current 
fiscal year, it is expected that $20,000,000 of unused funds will be 
carried over into fiscal year 1958. When added to the appropriation 
recommended, this will provide the full amount estimated to be 
needed for payments during the fiscal year 1958. 

Salaries and exrpenses.— The sum of $15,425,000 is recommended for 
1958, an increase of $75,000 over 1957, and a decrease of $425,000 in 
the budget estimate. The amount proposed includes $7,045,000 for 
administrative expenses, $1,530,000 for maintenance of shipyard and 
reserve training facilities and operation of warehouses, and $6,850,000 
for reserve fleet expenses. 

The amount proposed for administrative expenses is an increase of 
$478,265 over fiscal year 1957. This includes $378,265 additional for 
mandatory retirement fund contributions and an extra day’s pay. 
It also includes $100,000 for a survey of wages of officers and crews 
aboard American-flag vessels, which study is directly related to future 
subsidy payments. 

The funds approved for shipyards, reserve training facilities, ware- 
houses, and reserve fleet expenses are less than amounts provided for 
the fiscal year 1957. Money for certain repair and maintenance 
projects required during 1957 will not be required again in the coming 
fiscal year. 

Maritime training.—An appropriation of $2,394,300 is recommended 
for 1958 for the operation of the Merchant Marine Academy at Kings- 
point, New York. This is an increase of $194,300 over the current 
fiscal year, and a decrease of $190,700 in the budget estimate. The 
increase includes $66,400 for mandatory retirement fund contribu- 
tions, plus additional amounts for the maintenance and repair of 
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buildings and other facilities. Now that legislation has established 
this as a permanent Federal institution, the Committee feels that 
facilities which were allowed to deteriorate in recent years must be 
restored to a satisfactory operating level. 

State marine schools.—The budget estimate of $660,000 is recom- 
mended for the Federal contribution to the State marine schools dur- 
ing the coming fiscal year. ‘This will permit continuance of this pro- 
gram at the same level as has been authorized for the past three years. 

War Shipping Administration liguidation.— The bill includes lan- 
guage which will continue available not to exceed $10 million of the 
War Shipping Administration Working Fund during the coming fiscal 
vear. Under this provision, the balance of the fund, which is esti- 
mated to be around $65,251,000 as of next June 30, is rescinded and 
will revert to the Treasury at that time. It is expected that $10 
million will be adequate to meet the liquidation expenses under this 
program in the future. 






































INLAND WATERWAYS CORPORATION 





The bill authorizes the use of $4,500 during fiscal year 1957 for 
liquidation activities of this corporation. Of the amount included, 
$3,500 covers the cost of the annual audit by the General Accounting 
Office required by the Government Corporations Control Act. 


PATENT OFFICE 


Salaries and expenses.—The Committee recommends an appropria- 
tion of $19,000,000 for the coming fiscal year, an increase of $2,000,000 
over 1957 and a decrease of $200,000 in the budget estimate. The 
amount allowed includes $835,000 to cover mandatory retirement fund 
contributions. It also provides $165,000 for the printing of the in- 
creased volume of patents and trademarks being processed by the 
Patent Office under its 8-year program of backlog reduction. The 
balance of the additional money is provided to cover a full-year’s 
salary in 1958 for additional examiners employed on a part-year basis 
during fiscal year 1957. 

During the current fiscal year, it is expected that the examiner staff 
will be increased by several hundred positions. This will permit a 
backlog reduction of an estimated 10,000 applications which it is 
estimated will increase to 20,000 in fiscal year 1958. The Committee 
feels that the Patent Office should be encouraged to continue this effort 
and should be provided with additional funds for this purpose. 


BUREAU OF PUBLIC ROADS 





Federal-aid highways (trust fund). —The Federal-Aid Highway Act of 
1956, approved by the President on June 29, 1956, greatly expanded 
the contract authorizations for this program and provided for future 
financing from a Highway Trust Fund in lieu of direct appropriations 
from the general funds of the Treasury. 

The new Act provided additional authorizations of $1,125,000,000 
for the fiscal year 1957, which sums were apportioned to the States by 
the Secretary of Commerce on June 29, 1956. The Act also included 
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authorizations for the fiscal year 1958 in the amount of $2,550,000,000, 
and those sums were apportioned to the States on August 1, 1956. 
The authorizations for the fiscal year 1959 totaling $2,875 ,000 ,000 
must be apportioned to the States not later than December 31, 1957, 
Accordingly, between the period June 29, 1956, and December 31, 
1957, F ederal-aid highway authorizations of $6,550, 000,000 must be 
made available to the States in addition to the $875,000, 000 previously 
authorized for fiscal year 1957. 

The amount contained in the accompanying bill, $1,690,000,000, 
will be used to pay off commitments made under the Highw ay Act 
contract authorizations for fiscal years 1956 and 1957. The bal- 
ance of $6,002,500,000, all of which will be allocated by next December 
31, will require even larger liquidating appropriations during the next 
few fiscal years. 

Forest highway ays (liquidation of contract authorization).—The sum of 
$25,000,000 is included in the bill for the coming fiscal year, an increase 
of $2,000, 000 over funds available for 1957 and a decrease of $3,000,000 
in the 1958 budget estimate. ‘The Secretary of Commerce has stated 
on several occasions that this is one of the programs that might be 
safely curtailed. Accordingly, the Committee has reduced the amount 
proposed in the budget for 1958. 

As outlined above for the Federal-Aid Highway Program, the au- 
thority to enter into contracts under this appropriation is also con- 
tained in basic Federal-aid highway legislation. The 1957 authoriza- 
tion of $22,500,000 was apportioned effective August 9, 1955. The 
1958 authorization of $30,000,000 was apportioned on August 1, 1956. 
The $30,000,000 authorization for fiscal year 1959 must be ¢ apportioned 
not later than December 31, 1957. Accordingly, for the three fiscal 
years—1957 through 195 a total of $82,500,000 is authorized. Of 
this amount, $6,250, 000 was appropriated in 1957. 

The bill for 1958 includes $25,000,000, leaving a balance of $51,- 
250,000 to be appropriated during the next several years. The 
appropriation recommended for 1958 will be used to liquidate com- 
mitments made under legislative authorization for fiscal years 1957 
and 1958. 

Public lands highways (liquidation of contract authorization).—For 
payment of prior obligations incurred under this program the Com- 
mittee is recommending $1,500,000, an increase of $500,000 over the 
amount appropriated for 1957 and a decrease of $500,000 in the budget 
estimate. A supplemental estimate of $1,000,000 for this program is 
contained in House Document Number 115 dated March 12, 1957. If 
this amount is approved the total appropriations for this purpose in 
fiscal year 1957 will be increased to $2,000,000. 

With the enactment of the 1956 Highw ay Act, a total of $3,000,000 
for fiscal year 1957 and $2,000,000 for fiscal year 1958 became immedi- 
ately available for allocation to specific projects. The $3,000,000 for 
fiscal year 1957 was allocated to projects in July, 1956. It is expected 
that all of the 1958 authorizations will be allocated by July 1, 1957. 
Also, an additional $2,000,000 is authorized for fiscal year 1959. 

Thus, the 1956 Act provided contract authority of $7,000,000 
through fiscal year 1959. Of this amount $375,000 was appropriated 
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in fiscal year 1957, a supplemental of $1,000,000 for 1957 has been 
received, and $1, 500, 000 is included in the 1958 bill. This leaves a 
balance ‘of $4, 125, 000 for future years. The amount approved for 
1958 will be used to liquidate commitments made under authorizations 
for fiscal year 1957. 

Inter-American Highway.—The budget estimate of $12,000,000 is 
included in the accompanying bill for the Inter- American Highway. 
This amount represents the unappropriated balance of the amount 
authorized to be appropriated by the Act of July 1, 1955. In view 
of the trend of bid prices under contracts made to date, it is possible 
that an additional amount will have to be authorized in subsequent 

ears to fully complete this project. 

The cost of this project is running considerably higher than orig- 
inally estimated, and is considerably more than would have been 
required had the program not been stepped-up from a six year to a 
three year basis. Despite this, the Committee feels that it must 
recommend the additional funds for 1958 to protect the Federal invest- 
ment already made in this project. Perhaps this is fully justified, in 
view of the tangible link it will provide between the United States and 
Central America, and in view of the valuable contribution it will make 
to the economy of the Central American countries through which it 
runs. 

NATIONAL BUREAU OF STANDARDS 


Expenses.—The Committee proposes an appropriation of $8,908,500 
for the coming fiscal year, an increase of $158,500 over 1957 and a 
decrease of $2,591,500 in the budget estimates. The only increase 
provided in the sum recommended is to meet mandatory retirement 
fund contributions. Of the amount recommended, the sum of $75,000 
is provided to enable the bureau to continue its work on the measure- 
ment of tolerances as they relate to precision parts on bearings used in 
guided missiles and other devices. 

Plant and equipment.—The sum of $450,000 is recommended for 
fiscal year 1958, a continuation of the level of program authorized for 
the current fiscal year. This is a decrease of $350,000 in the budget 
estimate for 1958. The amount provided includes funds for main- 
tenance and improvement of facilities, the acquisition of railway scale 
test equipment, the installation of fire protection systems in field 
laboratories, and continued work on data processing devices. 

Construction of facilities—No funds are provided for fiscal year 
1958 for the construction of new facilities for the National Bureau of 
Standards near Gaithersburg, Maryland. An appropriation of 
$930,000 was provided for fiscal year 1957 to enable the Bureau to 
purchase the necessary land for this facility and to do some advanced 
design and engineering work. The land has been purchased and 
funds have been deposited to cover this expense. 

The Committee was amazed to learn of the increase of over 35% 
in the cost of this program. At the time this proposal was first pre- 
sented to the Committee last year, it was estimated that the total 
cost would be about $63,500,000. Revised estimates presented to 
the Committee this year indicate the total cost to be $85,810,000, an 
increase of $22,310,000. 
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The Committee is shocked at the inadequacy of the original plan- 
ning and estimating on this project. It is astounded to find that the 
Federal agency responsible for construction of Federal buildings 
could proceed on a proposal of this kind with such poor advance 
preparation. In view of this tremendous increase in cost, the Com- 
mittee does not feel justified in recommending additional funds for 
the continuation of this project. 


WEATHER BUREAU 


Salaries and expenses.—The Committee has reduced the budget 
estimate of $39,300,000 for the coming fiscal year to $37,480,100. 
This provides an increase of $2,080,100 above the 1957 appropriation 
and is a decrease of $1,819,900 in the budget estimate. The increase 
recommended includes $1,000,000 to permit the staffing of new 
weather observation facilities which have been authorized during the 
past two fiscal years and will be ready for operation in fiscal year 
1958. The balance of the increase is to cover mandatory retirement 
fund contributions. 

Establishment of meteorological facilities —The sum of $600,000 is 
provided for fiscal year 1958, a decrease of $1,900,000 below 1957 and 
a decrease of $600,000 in the budget estimate. In view of the $10,000,- 
060 provided for this purpose during the past two fiscal years, the 
Committee feels that the budget proposal can safely be cut by 50% 
in the interest of economy. 

The amount approved includes $300,000 for construction and reloca- 
tion of weather observation facilities in Alaska and the Pacific and 
$300,000 for additional installations of ‘“‘end-of-runway”’ observation 


equipment, 
TITLE II—THE PANAMA CANAL 


CANAL ZONE GOVERNMENT 





Operating expenses.—For the coming fiscal year the Committee 
recommends $15,648,600 for operating expenses of the Canal Zone 
Government. This represents an increase of $238,600 over 1957 and a 
decrease of $899,400 in the budget estimates. The entire increase is 
provided to meet mandatory retirement fund contributions and local 
wage increases. All proposed increases for maintenance and operations 
of the Canal Zone Government have been disallowed. 

Capital outlay.—The sum of $1,000,000 is provided for the major 
construction programs of the Canal Zone Government in the coming 
fiscal year. While this amount appears as an increase in the tables 
accompanying this report, it is actually a decrease, since a slightly 
larger program was carried on during 1957 out of unobligated funds 
available from prior fiscal years. 

The Committee was quite surprised to find funds included under 
this heading for a portion of the cost of the replacement of residences 
for the Governor and Lt. Governor of the Canal Zone. It is proposed 
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to replace the Lt. Governor’s Quarters in fiscal year 1957 and to 
construct a new Governor’s residence in fiscal year 1958. According 
to the justifications, replacement of the Governor’s residence is esti- 
mated to cost $195,000, of which $25,000 is to be paid from this 
appropriation. It is the feeling of the Committee that further work 
on these residences should be held in abeyance until full details of 
the proposed ‘construction have been reviewed by the appropriate 
committees of Congress. In view of the urgent need for economy, 
it is doubtful that such expensive residences should be constructed 


at this time. 
PANAMA CANAL COMPANY 


The Committee recommends the budget estimate of $7,820,000 
for administrative expenses of the company during the coming fiscal 
year. The large increase in this limitation for administrative ex- 

enses does not in fact represent an increase in administrative costs. 

he larger amount is required to cover all administrative costs, a 
portion of which have heretofore been considered as operating ex- 

enses and not chargeable to the administrative expense limitation. 

‘his action is based on a redefinition of items to be included under 
administrative expenses as recommended by the General Accounting 
Office. 

As pointed out under the previous heading, the Committee has 
some question about the advisability of proceeding on the construc- 
tion of new residences for the Governor and Lt. Governor of the 
Canal Zone. It is recommended therefore that no funds of the com- 
pany be expended for these residences until an appropriate review of 
this proposal has been made by Congress. 


TITLE TI—INDEPENDENT AGENCIES 
ADVISORY COMMITTEE ON WEATHER CONTROL 


Salaries and expenses.—The entire budget estimate of $310,000 has 
been eliminated from the bill for fiscal year 1958. The Committee 
feels that final reports should be rendered and the agency completely 
liquidated by June 30, 1957. 


CIVIL AERONAUTICS BOARD 


Salaries and expenses.—An appropriation of $5,255,400 is recom- 
mended for the coming fiscal year, an increase of $630,400 over 1957 
and a decrease of $469,600 in the budget estimate. ‘The proposed in- 
crease includes $273,600 to cover mandatory increases for retirement 
fund contributions, executive pay increases, and an extra day’s pay in 
fiscal year 1958. 

The balance of the increase, $356,800, is provided to strengthen 
several activities of the Board. It covers an additional 48 positions, 
15 of which are provided to enable the Board to become more current 
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in the processing of air route cases, 7 of which are required for com- 
mercial rate proceedings, and 25 of which are requested to strengthen 
the field audit program. One additional position is required in con- 
nection with the printing of 5 volumes of Board decisions rendered 
through March 1957. 

The members of the Committee are of the opinion that fuller and 
more current consideration of route cases and rate proceedings, and 
more extensive field audits, will result in future reductions in payments 
to air carriers. 

Payments to air carriers.—For payments to air carriers during fiscal 
year 1958, the sum of $38,754,000 is recommended, a decrease of 
$3,586,000 in the budget estimate. This:compares w ith subsidy pay- 
ments in fiscal year 1957 of $39,443,640, financed from an appropria- 
tion of $16,200,000 plus a carryover of unused prior year funds. On 
a comparative basis, therefore, the subsidy bill for 1958 is nearly 
$700,000 less than for 1957. 

Of the amount recommended in the bill, approximately $30,000,000 
is proposed to meet the subsidy requirements of the local service 
carriers. The balance is required for payments to helicopter opera- 
tors, airlines in the Alaska and Hawaiian areas, and several airlines 
operating into Latin America. None of the large domestic trunk 
lines are scheduled to receive any subsidies during the coming fiscal 
year, 

ST. 





LAWRENCE SEAWAY DEVELOPMENT CORPORATION 
An administrative expense authorization of $400,000 is proposed for 
1958, an increase of $75,000 over the fiscal year 1957 and a decrease of 
$10,000 in the budget estimate. During the latter few months of 
fiscal year 1958, the corporation proposes to mobilize the staff which 
will be needed for the operation and maintenance of the Seaway after 
July 1, 1958, the scheduled opening date. 

The Committee was shocked to learn that the latest cost estimates 
for this project total $133,000,000. At the time of the budget hear- 
ings a year ago, the Committee was informed that total costs would 
be approximately $87,000,000. This latest estimate represents an 
increased cost of approximately 53% in one year. The adminis- 
trator of the St. Lawrence Seaway Corporation was not able to fully 
explain this development. He attributed it to three factors: (1) in- 
creased contractors’ costs, (2) additional items not included in original 
estimates, and (3) the assumption by the Corporation of certain costs 
originally to have been born by the power interests involved in the 
project. 

All too often estimates on Federal projects of this type are found 
to be totally unreliable. It appears that this is true in connection 
with this program. ‘This is a disappointing discovery which will make 
it much more difficult for the Congress to place reliance in the estimates 
of this agency in the future. 
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TARIFF COMMISSION 


Salaries and expenses.—An appropriation of $1,640,990 is included 
in the bill for 1958, an increase of $90,000 over fiscal year 1957 and 
a decrease of $60,000 in the budget estimate. The entire increase is 
provided to meet the mandatory retirement fund contributions of this 
agency. 
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85TH CONGRESS } HOUSE OF REPRESENTATIVES Report 


1st Session No. 309 
eee SS a 


CONSIDERATION OF H. R. 3476 





Aprit 8, 1957.—Referred to the House Calendar and ordered to be printed 4 


Mr. Cotmer, from the Committee on Rules, submitted the following 
REPORT 
[To accompany H. Res. 223] 


The Committee on Rules, having had under consideration House 
Resolution 223, reports the same to the House with the recommenda- 
tion that the resolution do pass. 
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CONSIDERATION OF H. R, 3377 
Aprit 8, 1957.—Referred to the House Calendar and ordered to be printed 


Mr. THornsBeRRY, from the Committee on Rules, submitted the 
following 


REPORT 
[To accompany H. Res. 224] 


The Committee on Rules, having had under consideration House 
Resolution 224, reports the same to the House with the recom- 
mendation that the resolution do pass, 


oO 


| 86008 











1st Session No. 311 
eT Tee eee IIx 


85TH CONGRESS t HOUSE: OF REPRESENTATIVES { Report 


CONSIDERATION OF SENATE JOINT RESOLUTION 72 
Aprit 8, 1957.—Referred to the House Calendar and ordered to be printed 


Mr. Mappewn, from the Committee on Rules, submitted the following 
REPORT 
[To accompany H. Res. 225] 


The Committee on Rules, having had under consideration House 
Resolution 225, reports the same to the House with the recom- 
mendation that the resolution do pass, 
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EXTRA LONG STAPLE COTTON PRICE SUPPORT LEVEL 


Apri 8, 1957.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Cootry, from the Committee on Agriculture, submitted the 
following 


REPORT 


[To accompany H. R. 3654] 


The Committee on Agriculture, to whom wes referred the bill 
(H. R. 3654) to amend the Agricultural Act of 1949 with respect to 
price support for extra long staple cotton, having considered the same, 
report favorably thereon without amendment and recommend that 
the bill do pass. 

PURPOSE OF THE BILL 


The purpose of this bill is to freeze the level of price support for 
extra long staple cotton at 75 percent of parity, the lowest support 
level now provided for. Only a very aan of this cotton— 
less than 50,000 bales—is grown in the United States. Producers of 
this cotton have been so successful in marketing their entire crop at 
the present level of support that the supply is short enough that a 
substantially higher level of price support might result from operation 
of the sliding scale provisions of the 1949 act. Producers prefer to 
retain the support price at its present level rather than risk the loss 
of markets to competing fibers by permitting an automatic price 
increase. 

DEPARTMENTAL APPROVAL 


Following is the report of the Department of Agriculture recom- 
mending approval of this legislation: 
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2 EXTRA LONG STAPLE COTTON PRICE SUPPORT LEVEL 


DEPARTMENT OF AGRICULTURE, 
Washington 25, D. C., April 4, 1957, 
Hon. Harotp D. Cootey, 
Chairman, Committee on Agriculture, 
House of Representatives. 

Dear ConaressMAN Cooter: This is in reply to your request of 
March 13, 1957, for a report on H. R. 3654, a bill to amend the 
Agricultural Act of 1949 with respect to price support for extra long 
staple cotton. 

The Department favors enactment of the bill. 

The bill amends section 101 (f) of the Agricultural Act of 1949, as 
amended, to provide that the level of price support for the 1957 and 
succeeding crops of extra long staple cotton shall be the same percent 
of the parity price as for the 1956 crop. The price-support level for 
the 1956 crop was 75 percent of parity; therefore, the bill would have 
the effect of freezing price support for this cotton at 75 percent of the 
parity price. 

Kxisting law provides price support for extra long staple cotton at 
from 75 to 90 percent of parity, depending on the supply percentage, 
However, the law requires that the level of support be at the minimum 
level for the supply percentage. Operating under 75 percent for the 
1955 and 1956 crops, the growers have found increased markets both 
at home and abroad for this cotton. In fact, the supply situation has 
changed so that unless the present law is amended the supply percent- 
age may be such as to require a price support level for the 1957 crop 
substantially higher than 75 percent, notwithstanding the fact that 
the 1957 national acreage allotment is nearly twice as large as the 1956 
allotment. 

The bill would not increase the cost of the price-support program 
for extra long staple cotton. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report. 

Sincerely yours, 
True D. Morss, 
Acting Secretary. 
CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as in- 
troduced, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


AGRICULTURAL AcT oF 1949 

Sec. 101. 

* * * * * * * 

(f) The provisions of this Act relating to price support for cotton 
shall apply severally to (1) American upland cotton and (2) extra 
long staple cotton described in subsection (a) and ginned as required 
by subsection (e) of section 347 of the Agricultural Adjustment Act 
of 1938, as amended, except that, notwithstanding any of the foregoing 
provisions of section 101 of this Act, the level of support to cooperators 
for the [1955] 1957 and each subsequent crop of extra long staple 
cotton, if producers have not disapproved marketing quotas therefor, 





| of 
the 
ong 


, as 
and 
ent 
for 
ave 
the 


1 at 
ze, 
um 
the 
oth 
has 
‘nt- 
Trop 
hat 
956 


ram 


the 


use 
} in- 
tted 


ting 


tton 
xtra 
ired 
Act 
oing 
tors 
aple 
efor, 


ce 2 AEE re A ee 


EXTRA LONG STAPLE COTTON PRICE SUPPORT LEVEL 3 


shall be the [minimum level specified in section 101 (b) of this Act 
for the supply percentage for extra long staple cotton as of the begin- 
ning of the marketing year for the crop] same per centum of the parity 
price as for the 1956 crop. Disapproval by producers of the quota 
proclaimed under such section 347 shall place into effect the provisions 
of section 101 (d) (3) of this Act with respect to the extra long staple 
cotton described in subsection (a) of such section 347. Nothing 
contained herein shall affect the authority of the Secretary under 
section 402 to make support available for extra long staple cotton in 
accordance with such section 402. 
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HOUSING ACT OF 1957 


Apzit 8, 1957.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Spence, from the Committee on Banking and Currency, 
submitted the following 


REPORT 


[To accompany H. R. 6659] 


The Committee on Banking and Currency, to whom was referred 
the bill (H. R. 6659) to extend and amend laws relating to the pro- 
vision and improvement of housing, to improve the availability of 
mortgage credit, and for other purposes, having considered the same, 
report favorably thereon without amendment and recommend that 
the bill do pass. 

INTRODUCTION 


H. R. 6659, referred to as the Housing Act of 1957, is an omnibus 
housing bill designed to meet a number of important objectives. As 
one of its primary purposes it would provide much-needed assistance 
to help restore a sound home building industry by widening the 
market demand for homes and by improving the flow of mortgage 
credit into the housing field. Other important objectives which the 
bill seeks to achieve are better housing generally, improvement in the 
present programs designed to combat slums and blight, and special 
assistance to deserving and important housing programs such as 
military housing and college housing. 

While your committee believes the bill to be carefully drawn and 
conceived, we would like to emphasize that H. R. 6659 is being reported 
against a backdrop of near-crisis in the home-construction field. Your 
committee believes strongly that the legislation contained in the bill 
is urgently needed to prevent further deterioration of an indust 
whose continued health is indispensable to the soundness of the overa 
economy, and whose continued growth is essential to meet the ever- 
expanding housing needs of our people. 

Last year your committee in reporting the 1956 housing bill ex- 
pressed apprehension over the effects upon housing construction of the 
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combination of a rising interest rate structure and a restrictive mone- 
tary policy. We were fearful that these forces would act to curtail 
seriously the flow of funds into mortgage investment and that as a 
consequence the rate of housing construction would fall sharply. 
Those fears have been more than realized. 

The housing industry deteriorated rapidly during 1956 and as we 
enter the spring of 1957 the situation is most serious in your com- 
mittee’s judgment. Housing construction dropped in February to a 
seasonally adjusted annual rate of only 910,000 dwelling units. This 
is the lowest rate of housing construction since May 1949, and is at a 
rate 19 percent below a year ago, and about 30 percent below the com- 
parable period in 1955. Your committee is concerned that the situa- 
tion might become even worse and we cannot share the complacency 
of those who counsel that no action is necessary. Your committee 
believes that steps must be taken immediately to maintain a high rate 
of housing demand and to encourage an adequate flow of mortgage 
credit into the housing field. 

The work of your committee in developing the final bill was helped 
immeasurably by the recommendations we received from the Sub- 
committee on Housing. Because the Subcommittee on Housing had 
rendered such an invaluable service to your committee in the 84th 
Congress, its continuance during the present Congress was unanimously 
supported by our committee and was authorized on February 5, 1957, 
by H. Res. 86. 

Recognizing the seriously deteriorating situation in the housing 
industry, your committee requested the Subcommittee on Housing to 
undertake hearings with the least possible delay. The subcommittee 
held intensive hearings which extended from March 4 through March 
15, 1957. 

Exhaustive testimony was heard from a large number of witnesses 
competent to discuss the many aspects of the complex nature of the 
Government’s role in the housing and home finance field. The Hous- 
ing and Home Finance Administrator and the heads of the several 
constituent agencies of the Housing and Home Finance Agency gave a 
thorough presentation of their views. Officials of the Federal Reserve 
Board, the Treasury, the Department of Defense, the Federal Home 
Loan Bank Board and the Veterans’ Administration testified on 
matters relevant to their operations. 

More than a dozen Members of Congress gave helpful testimony 
before the subcommittee. Witnesses representing the home building 
and mortgage lending industries, labor organizations, civic groups and 
local government gave the subcommittee the benefit of their expert 
knowledge and judgment. 

Following these hearings the Subcommittee on Housing held execu- 
tive sessions during the 3-day period March 27-29 and reported a 
subcommittee-recommended bill to your committee. During the 
following week your committee met in executive session to consider 
the subcommittee-recommended bill, and on Friday, April 5, voted to 
report H. R. 6659 favorably. 
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Tirts I—FHA Insurance PROGRAMS 
LOWER DOWNPAYMENTS UNDER FHA 


The primary purpose of title I of the bill is to maintain effective 
demand in the housing market. This need is particularly compelling 
in view of the apparent reluctance on the part of Congress to raise the 
interest rate on veterans’ loans guaranteed by the Veterans’ Admin- 
istration. In the face of the very sharp increase in the interest rate 
structure which has occurred over the past year or more, the GI loan 
at 4% percent is not an acceptable investment to lenders in view of the 
much higher yields obtainable from other investments. The invest- 
ment appeal of the GI loan was substantially reduced when the 
Administration acted in December 1956 to increase the FHA interest 
rate to 5 percent. 

Under present and foreseeable mortgage market conditions it seems 
clear that GI loans will be virtually unobtainable in most areas of the 
country. The significance of this in terms of market demand is 
demonstrated by the fact that approximately 30 percent, of all housing 
starts in 1956 were financed under the GI program. 

Your committee is concerned because the withdrawal of such a size- 
able group of home buyers could have serious repercussions upon the 
housing market and upon home building activity. Clearly, unless 
housing construction is to continue at a depressed ‘and declining rate, 
it is of vital importance to permit veterans and other home buy: ers to 
purchase homes with only a modest down payment. 

Your committee believes that the bill will, in great measure, help to 
fill the void in housing market demand created by the contraction of 
the GI loan program which, because of its submarket interest rate, 
is rapidly losing its sustaining force in housing production. The bill 
would do this in two ways. 

First, the bill proposes lower down payments under the section 203 
home mortgage insurance program of the Federal Housing Administra- 
tion. Under present law the maximum FHA loan is limited to 95 per- 
cent of the first $9,000 of appraised value, and 75 percent of the value 
in excess of $9,000. The bill would raise the maximum loan to 96 per- 
cent of the first $10,000 of value, 80 percent of the next $6,000 of value, 
and 70 percent of the excess value above $16,000. The effect of the 
proposal can be seen by comparing columns 1 and 2 of table 1, which 
show the minimum required down payments for 1-family homes at 
$1,000 intervals, under present statute and under the bill. 

The second change would be to introduce within the FHA operation 
a veterans’ preference program which would permit qualified World 
War II and Korean veterans to buy with a much smaller downpayment 
then those required of others. Under the new veterans’ preference 
loan proposed in section 103 of the bill, the maximum loan-to-value 
ratios would be raised to 98 percent of the first $10,000 of value, 
90 percent of the next $6,000 of value, and 85 percent of the excess 
value. Stated another way, the minimum downpayment for a vet- 
erans’ preference loan w ould be 2 percent up to $10,000 of value, 10 
percent on the next $6,000 of value, and 15 percent on the remainder. 
Mathematically this formula would mean that the veterans’ minimum 
downpayment would be exactly one-half of the downpayment required 
of other mortgagors, (See col. 3 of table 1.) 
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Tas_e 1.—Minimum downpayments for 1-family owner-occupant mortgagors based 
on alternative mortgage formulas assuming sale price equal to FHA value 






Recommended by 
committee 


Current FHA 
Statute, 95 















Nonveteran | Veteran] 








percent of | loan, 96 per- | 98 percent 
Mortgage formula Ist $9,000 of | centof ist | 1st $10,000 of 
appraised $10,000 of appraised 
value; and appraised | value; 90 per- 
75 percent of | value; 80 per-| cent of next 
excess value | cent of next | $6,000; and 
$6,000; and | 85 percent of 
70 percent of | excess value 
excess value 
FHA appraised value: 
000: 
PE ncb§cnccedchpasiibctinnnnblicnaokuthbaibilaceipeias $300 $240 $120 
UN a ssamirsi dentine Manette aenieineiaeiierooieaecs 5.0 4.0 2.0 
$7,009: 
ORIEL 1 ininanpodacdidndeabeteteadeassnessebbtnakd $350 $280 $140 
USO + cnc chegdmnchincusuiinn sap scinecoeitaiekieaael 5.0 4.0 2.0 
$8,000: 
i el $400 $320 $160 
Pas onikctcduidvesasatlLonasdediansbedioaldbbaadion 5.0 4.0 2.0 
$9,000 
REE ccpewapscctinangewcthichabiipabauaae $450 $360 $180 
UGG 4 hcnutdine ches} Acadinlpsewbatiantiniiceamilader 5.0 4.0 2.0 
$10,000: 
Ps ecw ddekbatidcdenccabnancebtnabdediilisineibbee $700 $400 $200 
I i inn ilies Rien Dia aaa 7.0 4.0 2.0 
$11,000: 
ES saith ad ici ticket eh nintnditiiinibacinatcientabiiete $950 $600 $300 
8.6 5.5 2.7 
$1, 200 $800 $400 
10.0 6.7 3.3 
$1, 450 $1, 000 $500 
11.2 7.7 3.8 
j $1, 709 $1, 200 $600 
12.1 8.6 4.3 
$1, 950 $1, 400 $700 
13.0 9.3 4.7 
$2, 200 $1, 600 $800 
13.8 10.0 5.0 
I is asics dtiinasthis ntsthclindetadiniin eae eat $2, 450 $1, 900 $950 
Pe ntucnksudntniptivetindeduidsidacandamieiadesmainded 14.4 11.2 5.6 
$18,000: 
a ae a $2, 700 $2, 200 $1, 100 
MSE SS as PP ee eS ae are 15.0 12.2 6.1 
$19,000: 
SOND cucu chehaticctint biautdtnidellanbihanvwatiok $2, 950 $2, 500 $1, 250 
Percent.......... i i i 15.5 13.2 6.6 
INO bbdddnbGemncebisnchscdsnbbiminldnabicdinaaes $3, 200 $2, 800 $1, 400 
ii Ral ace th ae ad 16.0 14.0 7.0 
$21,000: 
IG Feo chains hb ther aneengibictig ntcceejatdnaeerialtacigs $3, 450 $3, 100 $1, 550 
Percent 16.4 14.8 7.4 
$3, 700 $3, 400 1 $2, 000 
16.8 15.5 9.1 
$3, 950 $3, 700 1 $3, 000 
17.2 16.1 13.0 
$4, 200 $4, 000 * $4, 000 
17.5 16.7 16.7 
NN Saal cutie ail at ieee ieee elk 1 $5, 000 ' $5, 000 1 $5, 000 
I caisstcesieneatinltettiasniet tla del ania iniectantaina bi testes 20.0 20.0 20.0 





1 Reflects maximum insurable mortgage of $20.000. 
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Your committee wishes to point out that the minimum downpay- 
ments herein discussed assume that the sales price equals FHA’s 
valuation. If the sales price is actually higher, the required down- 
payment would be correspondingly increased. Also the buyer must 
pay the loan-closing costs in cash in addition to the required down- 

ayment. 

: our committee believes that the proposal contained in H. R. 6659 
represents a reasonable approach to the problem. By authorizing a 
moderate reduction in downpayments for nonveterans and a sub- 
stantial reduction in required downpayments for veterans, we believe 
our proposal would take up the slack created in housing demand by 
the lack of money for at loans, would sustain a healthy rate of 
housing construction, and yet would not overinflate the housing sector 
of the economy. 

Your committee wishes to emphasize that we have no intention to 
interfere in any way with the operation of the GI loan program. 
While we recognize that few veterans’ loans will be available under 
the GI loan program with its 4%-percent interest rate, nonetheless it 
would remain in being. Thus, it might be possible in a few areas for 
a veteran to obtain a GI 4%-percent interest rate as an alternative 
to the FHA veterans’ preference loan proposed by H. R. 6659. Also 
in the event of a marked change in mortgage market conditions, 
it is conceivable that the GI 4%-percent rate might again become 
marketable generally. 

Your committee also wishes to point out that the GI loan benefit 
expires for World War II veterans on July 25, 1958. The new vet- 
erans’ preference feature would give men in this category who have not 
used their GI entitlement the opportunity to buy a home on prefer- 
ential terms under FHA. 

Veterans eligible for the veterans’ preference feature under the 
FHA program would include those who presently can qualify under the 
GI loan program as World War II or Korean veterans. Eligibility for 
FHA veterans’ preference loans would not be available if the veteran 
has previously used his GI loan entitlement for either a VA-guaranteed 
or a VA direct home loan. Unremarried widows of veterans whose 
death resulted from injury or disease incurred in World War II or 
Korean service would also be eligibile. 

The veterans’ preference feature would, however, not be available 
indefinitely. In the bill your committee has provided for an orderly 
termination of the veterans’ preference loan feature. World War II 
veterans would be given an additional period of eligibility beyond the 
July 25, 1958, expiration date of the GI loan program. The veteran 
would receive an additional year’s eligibility for each year or fraction 
thereof of military service, with a maximum eligibility period of 4 
years beyond the July 25, 1958, date. Disabled veterans and their 
widows would have 4 years in any event. Veterans of Korean service 
would have the same eligibility period as that now provided under the 
GI loan program (until February 1, 1965). 

Your committee wishes to emphasize also that the bill would write 
into law a number of protective features and advantages which would 
make the veterans’ preference loan benefit more worth while to the 
veteran home buyer. 

First, the bill would provide that in no case could the interest rate 
on a veterans’ preference loan exceed 5 percent per annum. The 
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present discretionary authority given the FHA Commissioner to adjust 
maximum interest rates up to 6 percent per annum would continue in 
the law, but it would not apply to the new veterans’ preference loan 
under the proposed subsection (j) of section 203. The present interest 
rate under the FHA section 203 program is 5 percent per annum, 
Testimony from representatives of the lending industry indicate that 
a 5 percent rate will be attractive enough to induce participation by 
area capital in the FHA program. Your committee is certainly 
opeful that this will be the case. But we are concerned that a further 
rise in the interest rate spiral could threaten the stability of our entire 
economy, and we are firmly opposed to any further increase in the in- 
terest rate on veterans’ preference loans under the FHA program. 

In order to keep financing costs to the veteran to a minimum no 
mortgage insurance premium would be required in connection with 
veterans’ preference loans under subsection (j). This would not affect 
other section 203 loans insured by FHA under which the mortgagor 
would continue to pay an insurance premium which presently amounts 
to one-half of 1 percent per annum on the outstanding balance. An 
entirely separate fund, the veterans’ housing insurance fund, would 
be established for veterans’ preference loans. Any losses through fore- 
closure on veterans’ preference loans would be paid from this fund, and 
appropriations to the fund would be authorized. 

Thus the two chief benefits given to veterans under the FHA 
veterans’ preference loan feature would be (1) the ability to buy with 
a much smaller downpayment, and (2) a reduction in monthly financ- 
ing costs because there would be no mortgage insurance premium to 
pay. 

A provision of the bill would make it clear that the provisions of 
the new subsection (j) veterans’ preference loan under FHA will 
remain applicable over the life of the loan even though the mortgage 
is later assumed by a nonveteran. Subsection (j) would be giving 
the veteran a loan on more favorable terms than those available to 
others. If the same mortgage terms do not prevail over the life of a 
loan, for example, if a subsequent nonveteran purchaser has to pay an 
insurance premium, the benefit being given the veteran would be 
diluted. Because he has a favorable loan he is able to get a better 
price if he is required to sell. The same benefit has been a part of the 
GI loan program. 

While it is true that under section 222 (servicemen’s mortgage 
insurance) the Secretary of Defense pays the insured premium only 
while the serviceman continues in service and continues as mortgagor, 
with a subsequent mortgagor required to pay the insurance premium 
after he acquires the property, your committee understands that there 
are serious administrative difficulties in this procedure. For example, 
in the case of resale, quite often the serviceman does not tell the new 
buyer about the insurance premium and the new buyer is reluctant to 
pay it when he assumes the loan. To enforce payment the lender 
often has to threaten forcelosure and because of this your committee 
understands some lenders are somewhat reluctant to make section 222 
loans. This is another reason why your committee recommends out- 
right waiver of the premium in the case of a veterans’ preference loan. 

Another important protective device in the bill would authorize 
the FHA Commissioner in his discretion to establish the maximum 
sales price for a veterans loan under subsection (j) if he finds such 
action necessary to prevent price gouging. Your committee believes 
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that this authority is essential. Under present law the only limitation 
is upon the maximum mortgage which FHA will insure and there is 
no control on the sales price which the builder or seller may charge. 
Your committee recognizes that a provision of law requires that the 
buyer be furnished with a copy of the FHA valuation of the property 
and that this procedure introduces some measure of restraint upon 
the builder’s pricing policy. 

However, since the bill would substantially lower the downpayment 
requirements for veterans, your committee is concerned over the 
possible consequences which might arise unless the FHA Commis- 
sioner is given authority to exercise restraint on sales prices. Where 
the downpayment required of a home buyer is very small in relation 
to the total sales price, there may be an understandable temptation 
in some cases for the builder or seller to raise the price above FHA’s 
valuation. Such an increased price would increase the downpayment 
correspondingly, and your committee is fearful that there might be a 
temptation to vary the price depending upon the seller’s estimate as 
to the downpayment which a particular buyer could muster. 

Your committee wishes to emphasize that the reasonable value 
control, mandatory under the GI loan program, has been signally 
successful in protecting veterans from paying an unfair price, and your 
committee believes that similar authority should be carried over into 
the proposed veterans’ preference loan program under FHA. Your 
committee wishes to emphasize that the authority of the FHA Com- 
missioner is discretionary, and the FHA Commissioner would not 
have to exercise his authority unless actual operation under the 
program clearly indicated the need of such action to protect veteran 
home buyers. 

The bill would also give the veteran the same prepayment rights 
which are available under the GI loan feature. He would have the 
right to prepay all or part of his mortgage without pen=!ty. 

FHA has consistently required that mortgagors have prepayment 
privileges without penalty (except payment of an adjusted mortgage 
insurance premium). The proposed paragraph would recognize as a 
matter of law the present FHA procedure and would make it clear 
that mortgagors have a legal right to prepay while still permitting 
the Commissioner to prescribe reasonable terms governing prepay- 
ments. ‘The terms and conditions are stated in the approved FHA 
note and mortgage forms which require prepayments to be made in 
amounts equal to one or more monthly installments and which permit 
mortgagees to require reasonable notice of prepayment. It is believed 
necessary that such limitations be placed upon the right to prepay, 
but equally important it is necessary to preserve the mortgagor’s 
privilege of prepayment. 

Use by the veteran of the veterans’ preference feature under the 
FHA program could be enjoyed only once under the bill. Also, a 
veteran who obtains a preference loan under subsection (j) would 
not be able later to obtain guaranteed financing under the GI loan 
program, 


PRIOR FHA APPROVAL OF NEW CONSTRUCTION 


Section 102 would change the present law governing the eligibilit 
for FHA mortgage insurance of structures less than 1 year old whic 
have not received Government inspection during construction. Under 
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present law a new house which has not received FHA inspection is 
eligible for insurance, but the maximum loan is limited to 90 percent 
of the first $9,000 of valuation instead of 95 percent. This section 
would amend the sales housing program under section 203 to deny 
eligibility to dwellings less than a year old which have not been 
inspected by FHA. To prevent sieauiie hardship, however, the Com- 
missioner would be able to waive this prohibition under such terms 
and conditions as he may prescribe. 

The National Housing Act now provides that dwellings more than 
1 year old may receive the same loan-to-value ratios as new construc- 
tion approved for mortgage insurance prior to the beginning of con- 
struction. The high ratio mortgage for housing more than 1 year old 
can be justified on the basis that the property has stood the test of 
time at least for one complete cycle of seasons, and as a rule any 
significant deficiencies of construction or design can be identified for 
adjustment of the appraisal of property valuation. This is not always 
so in the case of newer houses where deficiencies have not yet become 
apparent. 

In the case of dwellings less than 1 year old which have not received 
prior FHA approval and Government inspections during construc- 
tion, the present law provides for a maximum mortgage amount only 
slightly less in amount (90 percent, instead of 95 percent, of the first 
$9,000 of value) than is available for those which have received such 
approval and inspections. Your committee believes that this gives 
little incentive to builders to obtain the prior approval and Govern- 
ment inspections. The buyer of the FHA-aided house is thus deprived 
not only of the protection of Government inspections but also of the 
benefits of FHA land planning, subdivision analysis, and review of 
proposed plans and specifications. 

our committee believes that this amendment is consistent with 
the preamble to the National Housing Act which states, as one of the 
act’s purposes, the encouragement of improved housing standards and 
conditions. 

The authority which would be given to the FHA to waive the 
requirement of prior FHA approval is desirable to cover hardship 
cases. This authority could he applied, for example, in the cases of 
newly completed homes in small communities or outlying locations 
where access to FHA offices for prior consultation and approval of 
construction is less convenient than in major metropolitan areas. 
The waiver authority may also be essential to prevent hardshi 
where a veteran who cannot obtain a GI loan wishes to use his FH 
oa loan to buy a new home which was constructed by the 

uilder with VA inspection in the expectation that GI financing would 
be available. In such cases, where construction was started before 
enactment of the Housing Act of 1957, your committee contemplates 
that VA inspections, supplemented by a FHA final inspection, would 
be acceptable to the FHA Commissioner. 
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Tittze II—Sreconpary Morreace MARKET 
FEDERAL NATIONAL MORTGAGE ASSOCIATION 


Regular secondary market 

The primary objective of title II of the bill is to improve the flow of 
mortgage credit into the housing field. Mortgage credit is the life- 
blood of home construction and homeownership and your committee 
believes it vital that measures be adopted to increase the availability 
of housing mortgage credit. Your committee believes that this 
objective can be furthered by expanding and improving the operations 
of the Federal National Mortgage Association. FNMA fos been 
rendering important assistance to the private secondary market and 

our committee feels that this assistance should be continued and 
indeed strengthened by additional legislation. Furthermore, your 
committee believes that in addition to expanding and improving 
FNMA, an additional new legislative program is needed to assure the 
success of the new veterans’ preference FHA loan and thereby to 
supply additional relief to the present distressed housing industry. 

Funds available for the purchase of mortgages under FNMA’s 
secondary market operation would be increased by $1 billion. The 
bill would do this by increasing the capitalization of FNMA’s regular 
secondary market operation by $100 million (this would be in addition 
to the $50 million increase recently authorized by Public Law 85-10). 
To accomplish the increase, FNMA would deliver to the Secretary 
of the Treasury an additional $100 million of its preferred stock in 
exchange for an equal amount of its notes held by the Secretary of the 
Treasury under the interim borrowing arrangements followed under 
thesecondary market operation. The total borrowing authority under 
the 10 to 1 ratio (FNMA may borrow up to 10 times the sum of its 
capital and surplus)would thereby be increased by $1 billion, bringing 
the total borrowing authority to approximately $2.6 billion from the 
present level of approximately $1.6 billion. 

The administration proposal would have increased FNMA’s bor- 
rowing and mortgage purchase authority by only $500 million. If the 
present mortgage money shortage continues unabated, FNMA could 
well find its authorization exhausted under the administration pro- 
posal before next year’s housing legislation could be enacted. More- 
over, your committee believes that the additional $1 billion borrowing 
and purchase authority authorized in the bill would give the home- 
building and home-finance industry more assurance and confidence in 
planning future home-building and home-finance activities. 

Section 202 would increase the maximum amount of FNMA’s 
secondary market operation obligations which the Secretary of the 
Treasury can acquire to $2.6 billion, to correspond with the increased 
borrowing authority provided by section 201. 

This type of authorization provides principally a form of Treasury 
backstop which assures a ready source of funds under emergency 
conditions when private investors might be unable or unwilling to 
purchase FNMA’s notes. It also furnishes, of course, additional 
assurance to private investors that FNMA has a source of liquid funds 
with which to pay off maturing notes in any unforeseen circumstance 
: ee neither liquidation of the portfolio nor refinancing might be 

easibdie, 
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Your committee heard testimony, particularly from spokesmen for 
the labor groups, indicating that FNMA might be able to attract the 
vast reserves of pension and welfare funds into mortgage investment, 
Presently the debentures issued under FNMA’s regular secondary 
market operation are short-term securities with maturities of 1 year 
or less, a type of investment with little appeal for a pension or trust 
fund. Testimony given before your committee indicates that pen- 
sion fund menagers might be attracted by FNMA debentures offer- 
ing longer maturities, for example 10 to 15 years. Your committee 
consequently urges FNMA officials to give this matter careful study, 
and particularly to consult with pension fund managers, to determine 
whether its financing operations can be more closely tailored to fit 
the investment requirements of pension funds. 

The bill would also limit the stock purchase requirements in connec- 
tion with FNMA’s regular secondary market operations. Sellers of 
mortgages to FNMA are required to purchase stock. Under present 
law FNMA can increase without limit the amount of stock which a 
mortgage seller must purchase; the only limitation is that it cannot be 
less than 1 percent. By regulation the present stock requirement is 
2 percent of the mortgage amount. Under the bill the maximum 
would be 2 percent and the minimum would be 1 percent. 

In view of the rather substantial discounts which a seller to FNMA 
must absorb, your committee believes that a stock purchase require- 
ment in excess of 2 percent would be unduly onerous. A seller who 
resorts to FNMA often is in a distressed position because of his 
inability to find an outlet for his mortgages in the private secondary 
market. In view of this, your committee believes that the economic 
burden imposed upon the seller should be minimized and accordingly 
we have placed a 2-percent maximum on the stock purchase require- 
ment. 

The 1956 Housing Act set up a new advance commitment feature 
under FNMA’s regular secondary market. Under that operation, a 
mortgage lender may obtain for his builder a standby commitment 
which may be essential in order to assure the availability of local 
construction financing. Your committee believes that users of the 
advance commitment feature should not be required to buy FNMA 
stock unless the loans are actually delivered. Under current FNMA 
regulations, the user pays a 1-percent commitment fee and buys stock 
equal to one-half of 1 percent of the mortgage amount, with the 
additional 1% percent stock required to be purchased upon delivery. 
The bill would make it clear that the purchase of stock could not be 
required unless FNMA purchases the mortgage. 


FNMA special assistance program 


Section 203 would amend FNMA’s special assistance program. 
Under the special assistance program FNMA uses Treasury funds to 
support special loan categories which are deemed to deserve special 
assistance, such as disaster housing, military housing, urban renewal 
housing under sections 220 and 221, and cooperative housing. 

The bill would provide for an increase in the authority to purchase 
special assistance mortgages of all categories, and would increase 
the revolving fund for the purchase of title VIII military housin 
loans. The bill would also regulate the price to be paid for specia 
assistance mortgages and would limit the fees and charges which 
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FNMA can impose in connection with commitments and purchases of 
special assistance mortgages. 

Section 203 (c) of the bill would increase the amount of money now 
available to FNMA under its special assistance functions at the 
discretion of the President. The aggregate amount of $450 million 
for the purchase of whole mortgages would supplant the present 
authorizations of (a) $200 million for the purchase of whole mortgages, 
and (b) $100 million for the purchase of 20 percent immediate partici- 

ations in mortgages. This amendment does not affect the special 

NMA funds which are available for cooperative housing and for 
military housing. 

The two purposes served by this subsection are, first, to merge the 
so-called participation funds into the whole-mortgage funds, and, 
secondly, to increase the aggregate amount available. For a number 
of practical reasons, no use has been made by lenders of the special 
provisions for purchasing mortgages on a participation basis. Ac- 
cordingly, the actual effect of the amendment is to make $250 million 
additional available for the FNMA special assistance functions. 

The special assistance authorization subject to the discretion of 
the President is of great importance, having as a principal purpose 
the financing of selected types of recldandiak mortgages pending the 
establishment of their marketability. Among the types of mortgages 
assisted are those covering the following types of housing: urban re- 
newal housing, Alaska housing, military (Wherry) housing, disaster 
housing, Guam housing, and housing for the elderly. 

Your committee believes that all of these programs merit the special 
aid, and that the additional funds are needed. Additional funds are 
especially needed for urban renewal housing mortgages because that 
program is gaining momentum and is expected to initially rely heavily 
on FNMA’s special-assistance functions. 

In the Housing Amendments of 1955 provision was made for FNMA 
special assistance in the amount of $200 million for the mortgages in- 
sured under the armed services’ mortgage-insurance program. At 
that time your committee was assured, under the then market condi- 
tions, that these mortgages would probably be eagerly acquired by 
ae investors. This understanding was proven correct since the 

rst mortgage under this program was acquired by private investors 
at a premium. Unfortunately, with the general tightness of mort- 
gage credit in the last half of 1956, this type of mortgage failed to 
attract adequate private capital to carry out the program and conse- 
ak mortgages under this program have been forced to turn to 

NMA for purchase of the mortgages. As of this date the $200 mil- 
lion special assistance available in FNMA has been fully obligated. 

Your committee believes that the armed services’ mortgage-insur- 
ance program is an absolutely necessary adjunct of our national de- 
fense. Since funds in FNMA for this program have been fully obli- 
gated, we have authorized an additional $300 million for special 
assistance for the armed services’ mortgage-insurance program. We 
believe that this increase, together with private investments in these 
mortgages, will be sufficient to assure successful operation of the 
program. 

he bill would establish as a permanent policy the principle of 
—— special-assistance mortgages at not less than par. The 
ousing Act of 1956 required that FNMA pay not less than 99 for 
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such mortgages, a requirement which expires under present law on 
August 6, 1957. 

Your committee is concerned over the fact that many of the special- 
assistance programs are fledgling programs greatly in need of special 
support to put them on their feet. We believe firmly as a matter of 
public policy that these mortgages should not be purchased at dis- 
counts which place an additional cost burden upon the sponsors of 
such programs. Accordingly, the bill would direct FNMA to pay 
100 cents on the dollar for all special-assistance mortgages. 

The bill would also place a ceiling upon the charges and fees which 
FNMA may make in connection with the commitment and purchase 
of special-assistance mortgages. Under the amendment these fees 
and charges could not exceed 1 percent, and the amendment also 
provides that not more than one-half of the charges and fees can be 
collected at the time the commitment is issued, with the balance 
payable at the time of purchase of the mortgage. Under present law 
there is no limitation on the fees and charges, and by regulation FNMA 
requires a total of 1% percent, 1 percent of the mortgage amount at 
the time of commitment and one-half of 1 percent at the time of 
delivery. (However, 1 percent is the present regulatory maximum 
for title VIII military-housing loans, one-half of 1 percent at the 
commitment stage and one-half of 1 percent upon delivery. Thus 
the bill would make the more favorable terms governing title VIII 
loans applicable to all special-assista:nce mortgeces.) Your committee 
believes that this amendment would accomplish the twofold purpose 
of keeping participation costs to a minimum, and at the same time 
assuring the collection of a reasonable commitment fee by FNMA. 
FNMA payments in lieu of taxes 

Section 204 would change the formula for computing the amount 
which FNMA pays to the Secretary of the Treasury, as the equiva- 
lent of Federal income taxes, with respect to its secondary market 
operations. FNMA is required to make such payments in “an 
amount equivalent to the amount of Federal income taxes for which 
it would be subject if it were not exempt from such taxes.”’ It is also 
required to reimburse the Treasury periodically, in the form of in- 
terest on its obligations and dividends on its preferred stock at rates 
determined by the Treasury, for the cost of the public funds invested 
by the Government in such securities of FNMA. 

FNMA has demonstrated that the mandatory dividends that it is 
obliged to pay to the Treasury on its preferred stock cannot be fully 
earned on the proceeds of the stock under prevailing rates of interest 
when such dividends are regarded as a distribution of earnings after 
taxes. To resolve the nature of the dividends for tax purposes, your 
committee has provided that FNMA may deduct, in computing its 
Federal corporate income tax equivalent, any amounts paid to the 
Secretary of the Treasury as a return on the Government’s invest- 
ment in FNMA securities. 

The preferred dividends paid by FNMA to the Treasury are, in 
effect, reimbursement of costs to the Government, and they are com- 
puted in the same manner and serve the same purpose as interest, 
Interest is an operating expense. The Congress has in other like 
instances permitted payments to the Government in reimbursement 
of Government costs on amounts advanced for stock subscriptions to 
be treated as operating expenses, Section 583 of the Internal Reve- 
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nue Code of 1954 is in point. It especially provides that dividends 

aid on the Government-held preferred stock of national banks, State 
aks, and insurance companies, shall be allowed as deductions in 
the computation of the Federal corporate income tax. 


INVESTMENT OF NATIONAL SERVICE LIFE INSURANCE FUND 


Your committee believes that the proposed amendments to FNMA’s 
operation should help considerably to increase the effectiveness of 

NMA’s support to the private mortgage market. But at the same 
time the committee is so greatly concerned over the vexing mortgage 
capital shortages and the undesirable aspects of excessive discounts, 
and over the possible recessionary effects of mortgage money shortages 
upon housing construction, that we strongly believe some additional 
form of Government support is vitally needed. 

Your committee is hopeful that the long-term solution to the 
mortgage money problem can be achieved through a gradual participa- 
tion in mortgage investment by the great pools of private capital now 
accumulating in pension and trust funds. We are encouraged over 
recent developments which indicate that some progress is beginning 
to be made along this line. Your committee is hopeful that the Sub- 
committee on Housing can achieve productive results by pursuin 
this problem further to see whether any legislation may be neaded 
to remove present obstacles to such investment. 

The widespread participation of pension funds is a hoped-for future 
event, however, and offers no solution to the critical and pressing 
problems facing the home-building and home-finance industry in the 
immediate present. In addition to a more efiective FNMA, which 
we believe our recommended changes will achieve, your committee 
is convinced that a new program is needed to supply immediate 
relief, particularly to those areas hardest hit by the shortage of 
mortgage funds. 

On several previous occasions the proposal has been advanced to 
use a portion of the reserves of the veterans’ national service life 
insurance fund for investment in Gl home loans. Your committee 
has given this proposal careful study and attention and believes that, 
with proper safeguards, the use of a portion of national service life 
insurance funds can provide immediate and direct relief to prospective 
veteran homeowners and, as a consequence, to the housing industry. 
Such a new program could well serve as a pilot project to encourage 
the participation of private pension funds in guaranteed and insured 
mortgages. 

Accordingly the bill would authorize the Secretary of the Treasury 
to invest up to $1 billion of the World War II national service life 
insurance funds in commitments or purchases of section 203 (j) 
veterans’ preference loans under the FHA program. 

Your committee wishes to emphasize that the bill does not con- 
template a blanket application of the funds provided on a nationwide 
basis. In order to ease the problem facing those areas where mortgage 
shortages are greatest, the bill would direct the use of such funds to 
geographic areas where a serious shortage for private capital ior 
veterans’ preference loans exists within the reasonable discount 
limits prescribed by the FHA Commissioner. A later section of the 
bill, section 503, would direct the Administrator of Veterans’ Affairs, 
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and the FHA Commissioner, to fix reasonable limits on discounts, 
This feature is treated under the discussion below of the provisions of 
title V of the bill. 

The price to be paid for mortgages would be determined by the 
Secretary of the Treasury except that in no case could it exceed par. 
Mortgages could be purchased only from the original mortgagee. To 
help the fund revolve, mortgages could be sold at less than par, pro- 
vided the fund would suffer no loss. 

Your committee would like to emphasize that the national service 
life insurance reserves are not Government funds so that the proposal 
is not to use Government funds in a direct lending program. The 
funds are the property of the veteran policyholders. In this connec- 
tion, your committee has exercised extra vigilance to make sure that 
ee in no way would entail any possible risk of loss to the 
und. 

The bill would achieve this ironclad protection to the fund by 
providing that in the case of an insoluble default, the Secretary of the 
Treasury would assign the loan to the FHA Commissioner. In 
return the fund would be reimbursed fully in cash. Thus the fund 
would risk no loss and in the case of possible foreclosure would recover 
its investment in cash. 

In the interest of administrative efficiency, the bill would direct the 
Federal National Mortgage Association to act for the Secretary of the 
Treasury in carrying out the mortgage purchasing and servicing func- 
tions involved. Through this means the Secretary of the Treasury 
would be enabled to employ the experienced personnel and existi 
facilities of the Federal National Mortgage Association. FNM 
would also act for FHA in liquidating any defaulted loans. 

Your committee would also like to point out that the net earnings 
of the NSLI fund would be increased by the bill. Currently the 
reserves of the fund are invested almost entirely in special Treasury 
securities yielding 3 percent. Since the mortgages to be purchased 
would carry an interest rate of 5 percent per annum, with an even 
higher net yield if the mortgages are purchased at a modest discount, 
the net return to the fund would be much larger than the 3 percent 
rate. Moreover, in order to guarantee a higher return, the bill would 
limit payment by the fund to the Federal National Mortgage Associa- 
tion for its services to three-fourths of 1 percent. This would guaran- 
tee a net return at the very minimum of 4% percent per annum to the 
national service life insurance fund. The higher earnings rate thus 
made possible would permit veteran policyholders to benefit either 
through lower premium payments or through increased dividends. 

Your committee believes that the NSLI fund program will give 
the needed assurance that capital funds for veterans’ preference loans 
will be generally available. Your committee is hopeful that the pres- 
ent FHA 5 percent interest rate is a generally acceptable market rate 
in most sections of the country. But we recognize that in capital- 
shortage areas of the country some additional support is essential to 
make sure that the program works. Your committee is convinced 
that the supplemental support of the NSLI fund will help achieve 
that objective. 
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Tirte I]1]—Situm CLEARANCE AND URBAN RENEWAL 
INCREASED AUTHORIZATION 


Section 301 would provide for an increase in the present $900-million 
capital grant contract authorization of an additional $250 million on 
July 1, 1957. As of March 1, 1957, almost $854 million of the aggre- 
gate $900 million capital-grant authorization was reserved or in process 
of reservation for 441 local urban-renewal projects and 18 demonstra- 
tion projects to be assisted with capital grants under title I of the 
Housing Act of 1949. Only $46.2 million was available on that date 
for new reservations. 

The President’s budget recommended a $250 million increase in the 
capital-grant authorization. The Housing Administrator later ap- 
peared before your committee and recommended an increase of only 
$175 million. However, testimony by representatives of local com- 
munities and of organizations thoroughly familiar with urban-renewal 
needs throughout the Nation indicates that the urban-renewal program 
is gaining momentum and that the $175 million increase now recom- 
mended by the Administration would not be adequate to permit the 
program to proceed steadily and smoothly. 

Your committee, in considering this matter, has given great weight 
to the fact that a local urban-renewal program, in order to be success- 
ful, must involve a long process of preliminary study and planning and 
must enlist the cooperation of a number of different local and Federal 
agencies, as well as private builders, private lending institutions, civic 
groups, property owners, and the many persons living and working in 
the sfoctad aivan. Such a program cannot operate efficiently on a 
stop-and-go basis. Because of these considerations, and because your 
committee is also fully aware of the great importance of limiting 
Federal expenditures, we have sought to recommend an increase in 
the capital-grant authorization for urban renewal which would repre- 
sent the absolute minimum amount capable of sustaining an efficient 
adequate program. Your committee believes that the recommended 
$250 million increase represents such a minimum amount, 


URBAN RENEWAL RELOCATION PAYMENTS 


The Housing Act of 1956 authorized the Housing and Home 
Finance Administrator to reimburse local public agencies for reloca- 
tion payments covering moving expenses of persons displaced by 
federally assisted urban-renewal projects. It provided that the pay- 
ments would cover reasonable and necessary moving expenses but 
could not exceed $100 for any individual of family. 

Section 302 of the bill would authorize the Administrator, in his 
rules and regulations, to permit-local public agencies to make these 
payments without investigating the actual costs incurred in each case, 
where the claim does not exceed the amount specified in the regula- 
tions. Any amount or amounts specified by the Administrator 
could not, of course, exceed the $100 statutory maximum. This 
section of the bill would relieve both the local public agency and the 
Federal Government of a considerable burden of paperwork. In 
many cases such paperwork can result in administrative costs as high 
as the actual amounts involved in the moving expenses. 
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ARMED SERVICES MORTGAGE INSURANCE PROGRAMS 


Extension of program 

The bill would extend the armed services mortgage program under 
title VIII of the National Housing Act. 

The present program was established by the Housing Amendments 
of 1955 as the most practicable means of coping with the very serious 
housing problem which faced, and is still facing, our military services, 
To date the Secretary of Defense has approved 90,970 units, as shown 
below. ‘These units are in the following stages of development: 





Projects Units 
TE OR iit ions di oct cdbhdbeoadintsbhal bbs Sdoksbadbeasies 19 8, 028 
RE Se ORES SUE oo ncnsstettnecberdnsnntaliddiedivonbeninaidiinun 24 11,023 
CE WU sk Bis tga acc dcccbddodonien BL tabbecbubtibedecdcoscbcesehcdeeun 18 8, 623 
a NIE, nc rccccnpnnsrensetbipincncny teed cdiiohetidehdint 166 63, 208 


Because of the necessity of programing this housing carefully it has 
generally required an average of 14 months to get this housing under 
construction. While your committee regrets that such a long period 
is involved in order to bring this housing to the construction stage 
and urges the Department to continue looking for ways to eliminate 
all unnecessary redtape, it recognizes that the Dendiuhont of Defense 
must always be vigilant in carrying out its responsibilities of not over- 
programing housing at any military installation. Although it is now 
expected that about 70,000 units should be placed under (FHA) com- 
mitment by December 31, 1957, if funds are available, and (FHA) 
commitments obtained on the balance of the presently approved units 
by June 30, 1958, it is doubtful that units approved in the future can 
be ready for FHA commitment by the latter date. 

In order to permit sufficient time for selection of sites (and acquisi- 
tion, if required), planning and design by the military departments, 
and for making financial arrangements by successful bidders, your 
committee believed that the time during which the Commissioner may 
insure mortgages under the act, should be extended. Accordingly, 
section 401 would extend the program for 1 additional year, i. e., by 
providing a cutoff date of June 30, 1959. 


Statutory average maximum cost per unit 


The bill would make the statutory average maximum of $16,500 
per unit under title VIII (Armed Services Mortgage Insurance Pro- 
gram) applicable to each project rather than each mortgage. 

In order to obtain financing for large projects it has been found 
necessary to divide them into several sections, and to enter into & 
separate mortgage for each section. The military services have expe- 
rienced considerable difficulty in dividing projects into land areas 
which would contain the same proportion of officer and enlisted units. 
The proposed change would permit greater flexibility, in that the 
definition of mortgage areas would be greatly simplified, and progress 
by the eligible builder in completing the work in individual mortgage 
areas would be facilitated; because work could progress from one 
area to adjacent areas rather than being undertaken in two or more 
scattered areas simultaneously. 
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Accordingly section 402 would make this technical change in the 
program. 

Floor area limit of title VIII housing 

The bill would amend section 410 of the Housing Amendments of 
1955. Section 410 requires that title VIII housing have the same 
floor area limitations which apply to appropriated funds housing con- 
tained in two existing statutes. The amendment contained in section 
403 eliminates the reference to the two existing statutes and limits 
the floor area of title VIII housing to the net floor area limitations 
rescribed by law for military housing constructed with appropriated 
unds. The amendment would thus obviate the necessity of further 
amendments in the event any new legislation on this subject is enacted 
in the future, 

ACQUISITION OF WHERRY HOUSING 
Introduction 

Last year the House, in passing the Housing Act of 1956 (H. R. 
11742) included a provision directing the Secretary of Defense to 
acquire, operate, and improve the housing included in the so-called 
Wherry Act projects. These are projects which were constructed 
under the FHA title VIII military mortgage insurance program as 
it existed prior to the revision made by the Housing Amendments of 
1955. 

When the bill was considered in conference the conferees revised 
the House provision in order to coordinate it with an acquisition 
provision included in legislation previously enacted by the Congress 
relating to construction activities at military installations (Public 
Law 968). 

This revision has raised questions regarding the intent of your 
committee with regard to the operation of the acquisition program. 
Your committee believes it is necessary to clarify its intent with 
regard to the program for the benefit of both the Department of 
Defense and the present owners of this housing. 


Purchase price formula 


As amended last year, the law relating to acquisition of Wherry 
projects now provides that where the Department of Defense pur- 
chases a project by negotiation with the sponsor, the price for the 
mortgaged property cannot exceed an amount determined under a 
specified formula. Under this formula, this amount is determined 
by taking the FHA’s estimate of replacement cost at the time of 
final mortgage endorsement by FHA, and reducing this “by an appro- 

riate allowance for physical depreciation.” The Department of 

efense has advised that they and the sponsors of Wherry housing 
are in disagreement over the meaning of the quoted term. Section 
404 of the bill contains an amended formula which will work out 
equitably for both the Government and the sponsor. 

In the bill (H. R. 11742), reported from the committee last year, 
the purchase price formula provided that the FHA should adjust its 
estimate of replacement cost by using cost indexes presently available 
to it and in so doing the estimate of replacement cost would have been 
brought up to a current cost level. On this basis it would have been 
not only fair but necessary to reduce this amount by an appropriate 
allowance for physical depreciation. Such ® reduction would have 
included not only an allowance for estimated costs of repairs and 
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replacements immediately necessary to restore the property to sound 
physical condition, but would also have included an allowance for 
accrued deterioration of items requiring periodic-‘maintenance, repairs 
and replacement in the future. 

The bill finally agreed to in conference and enacted into law elimi- 
nated the cost-adjustment provision of the formula but failed to mod- 
ify the provision in the formula with respect to physical depreciation, 

our committee believes that if the FHA’s estimate is not to be 
adjusted to current cost levels it would be grossly unfair to the sponsor 
to deduct an amount representing estimated cost of repairs and re- 
poet of items requiring periodic replacement in the future, 

he recognized cost indexes clearly show that construction costs have 
risen by an amount greater than the amount which would be deducted 
under such a procedure. Furthermore deduction of such an amount 
would mean that in virtually every case negotiations would be fruitless 
and the Government would be forced to condemnation. 

Accordingly your committee would amend this provision of the 
act by substituting language which it believes will restore the possi- 
bility of acquiring Wherry’s in fair negotiations. Under the amend- 
ment deductions would be made in an amount to restore the property 
to sound physical condition. We intend to limit this amount to those 
maintenance items which are past due as of the date of sale of the 
sponsor’s interest. 


Sponsor’s interest 


Your committee believes strongly that Wherry housing on or ad- 
jacent to military bases should be owned and operated by the military 
department concerned. Your committee believes it will facilitate the 
acquisition of Wherry projects in many cases if the Department of 
Defense acquires the stock of the Wherry corporation. It therefore 
desires to make clear it was the committee’s intention in writing 
Public Law 1020, 84th Congress, to authorize the Secretary of De- 
fense to purchase either the stock of the Wherry corporation or all of 
the corporation’s assets, whichever may be agreed to by the parties. 
Use of the revolving fund 

Your committee was advised by the Department of Defense that a 
question had arisen in the Department whether the fund could be used 
for the purpose of paying the purchase price of property not covered 
by the mortgage. 

Your committee is pleased to note that the General Accounting 
Office has indicated that the revolving fund is available to the Depart- 
ment of Defense for not only the initial acquisition of Wherry Act 
housing but also related property, including realty, personal property, 
and chettels, notwithstanding the fact that such property was not 
included under the final endorsement of FHA mortgage insurance, 
and regardless of whether the housing or related property was acquired 
under the mandatory or permissive provisions of the act. Your 
committee wishes to emphasize that it intended that the Secretary 
or his designee should acquire all personal property and chattels 
which are used in connection with the use and enjoyment of this 
housing. 

Another question has arisen as to the use of the revolving fund to 
pay interest to the sponsor on the purchase price where payment is 
made over a period of years. The value of the lessee’s interest in 
this housing may be paid. to him either in a lump sum or over a period 
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of not to exceed 5 years. Your committee wishes to make it clear 
that if the sponsor agrees to being paid the value of his interest over 
a period of 5 years, as determined in section 404 (a), (b), or (c) of the 
act, the unpaid balance should bear interest at the stated rate of 4 
percent. In either case the revolving fund could properly be used 
in making these payments, 


Condemnation procedure 

The procedure established in Public Law 1020, 84th Congress, for 
condemnation of Wherry projects, in those cases where negotiations 
have failed, in no way implies that the condemnation procedures es- 
tablished under the provisions of the act of August 1, 1888 (25 Stat. 
357; 40 U.S. C., sec. 257) and the first section of the act of February 
26, 1931 (46 Stat. 1421) are to be varied whatsoever. The committee 
wishes to make it quite clear that the Secretary of Defense or his 
designee may negotiate after condemnation proceedings are initiated 
and may join with the court in any price settlement without regard 
to the limitations contained in section 404 (a) of the Housing Amend- 
ments of 1955, 

Titte V—MIscELLANEOUS 


COLLEGE HOUSING 


Interest rate on college housing loans 

Subsection (a) would require the Housing and Home Finance 
Administrator, in making college housing loans, to charge a rate of 
interest equal to that payable by him to the Treasury plus one-fourth 
of 1 percent. The present law provides for a similar spread, except 
that if the resulting rate is less than 2% percent, the higher rate must 
be charged. However, because of the different base to which the 
one-fourth of 1 percent differential would be applied under the pro- 
visions of section 501 (c) (which changes the formula fixing the interest 
rate paid by the Administrator on funds borrowed from the Treasury 
for college housing loans) as compared with the present law, the net 
result, under February market conditions, would be to change the 
college housing loan interest rate from 2% percent to 3% percent. 

Representatives of colleges opposed this increase in the interest 
rate, which was strongly recommended by the administration. The 
colleges felt that the increase in rates would be reflected in higher 
rents for students. Your committee recognizes the continued need 
for assistance in meeting college housing needs during a period of 
rising enrollments and high construction costs. However, your com- 
mittee is reluctant to continue the present interest rate which, in 
effect, results in a subsidy to the colleges. Also, the moderate 
increase in the interest rate may well encourage some educational 
institutions, which are better able than others to command a reason- 
able rate of interest in the private market, to obtain private financing 
for their housing construction programs. This result is especially 
likely in the case of State colleges and universities whose bonds are 
tax exempt. 


Increase in college housing loan authorization 


Subsection (b) would increase the college housing loan authorization 
by $150 million (from $750 million to $900 million). The Housing 
Agency has testified that the uncommitted balance of the present 
authorization will be as of June 30, 1957, near $92 million. The in- 
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creased authorization provided by the section, along with this esti- 
mated balance, would therefore permit new net commitments during 
fiscal year 1958 of about $242 tien. Your committee believes that 
this should permit the continuation of an active program geared to 
meet the urgent needs of the colleges. 


Interest rate on borrowing from Treasury for college housing loans 


Subsection 401 (c) would provide that college housing funds bor- 
rowed by the Housing Administrator from the Secretary of the Treas- 
ury for college housing loans shall bear interest at a rate, calculated 
each calendar quarter, based on the current average market yield on 
all outstanding marketable obligations of the United States having a 
remaining maturity of 15 or more years. ‘This formula would be in 
place of the formula now in the law which bases the interest rate on 
the average rate borne by all interest-bearing obligations of the United 
States, irrespective of maturity, as computed at the end of the preced- 
ing fiscal year, or 2% percent, whichever is higher. The new rate 
would currently result in the Administrator paying 3% percent on 
funds borrowed from the Treasury. Under the present law the rate 
for fiscal year 1957 is 2% percent. 


VOLUNTARY HOME MORTGAGE CREDIT PROGRAM 


Section 502 would extend the Voluntary Home Mortgage Credit 
Program until July 31, 1959. Under present law the program would 
cease operations on June 30, 1957. The VHMCP is intended for 
builders and home buyers in small communities and rural areas where 
mortgage money is scarce and for minority groups in general without 
regard to the size of the communities in which they live. Your 
committee believes that this program well merits continuance. The 
committee has recommended a 2-year extension because that period 
of time appears adequate to permit participating lending institutions 
to make relatively long-range plans, while at the same time providing 
for a reexamination of the program by the Congress after a reasonable 
period of time. 

DISCOUNT CONTROL 


Your committee is seriously concerned over the excessive discounts, 
particularly on GI loans, which have become commonplace in many 
sections of the country. Over the past year discounts of 5 or 6 per- 
cent have been quoted as typical in many parts of the country. 
Even more ldenting are the frequent accounts of even larger dis- 
counts, as much as 10 percent or higher. 

The discount practice is a device which enables the lender to obtain 
an investment yield in excess of the maximum interest rate. The 
discounting process typically works as follows: A builder goes to a 
local lender seeking an advance commitment for mortgage financing. 
Assume he is building a house with a sales price of $15,000 to be sold 
with a downpayment of $1,000. The lender agrees to make the loan, 
but only at a 5 percent discount. The house is constructed by the 
builder, usually with the proceeds of a short-term construction loan 
which he receives from a local bank. At closing, the buyer makes his 
$1,000 downpayment and signs a note to the lender for $14,000. 
However, because of the discount, the builder receives only $13,300 
from the proceeds of the loan—65 percent less than the face value of 
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the note. The builder has thus received only $14,300 cash from the 
sale. On the other hand the lender has the buyer’s note for $14,000 
for which he has paid only $13,300. Thus the builder in effect has 
paid a bonus to the lender of $700, which raises the yield to the lender 
substantially above the contract interest rate. 

In this instance a 5 percent discount on an FHA 25-year loan with 
a 5 percent interest rate would raise the yield to the lender from 5 to 
5.52 percent—or even higher if prepaid before maturity. 

In the case of an existing home the process is substantially the same, 
and the seller of the existing home is required to absorb the cost of the 
discount. 

At a time when discounts are excessive the consequences are most 
undesirable. If they are passed on through a higher price, their 
burden is borne by the home buyer. Your committee certainly can- 
not condone a situation in which a veteran or other home buyer is 
forced to pay an additional $600 to $700 for his home. 

On the other hand there is the possibility that the builder may not 
be able to increase his price and is consequently faced with the problem 
of absorbing the discount cost from his profit margin. In the case of 
FHA-insured loans there is no control on the selling price so the dis- 
count could be passed on to the consumer via a higher selling price. 
A VA-guaranteed loan, however, requires that the selling price cannot 
exceed the reasonable value of the property as determined by VA 
appraisal. Here the incidence of the discount is not always clear. 
Since VA appraisers are instructed not to make an allowance for dis- 
counts in arriving at reasonable value, the presumption would be 
that they could not be passed on by the builder. But appraising 
by its nature cannot be an exact science. Moreover, in a situation 
where discounts are heavy, builders would naturally do everything 
possible to justify a higher reasonable value or, failing in that, to pos- 
sibly reduce quality somewhat to offset any discount which they would 
otherwise be required to absorb. 

In any case, the consequences are bad, whoever bears the incidence 
of the discount. If it is reflected in a higher selling price, it is the 
home buyer who must bear the burden. If the builder is forced to 
absorb excessive discounts, he may very well be foreed to reduce 
or even abandon his plans for building additional FHA or VA projects. 

Your committee believes that the time has come to place some form 
of restriction upon discounts charged in connection with Government- 
underwritten mortgage loans. Your committee considered a proposal 
which would rule out discounts entirely. We are in sympathy with 
such a proposal but we recognize that some measure of discountin 
is essential for a mortgage loan which carries a relatively low fixe 
contract rate. Your committee recognizes that discounts and pre- 
miums are a pricing mechanism which reflects market judgment of 
mortgage investments. We recognize that the price fluctuates de- 
pending upon the quality of the security, the geographic. area, and 
other factors. We do not believe, therefore, that it would be wise to 
attempt to prohibit discounts completely. 

Under the previous authority which existed from 1950:to 1954 to 
control discounts, experience has shown that an attempt to rule out 
discounts is just not workable. In 1953 after the GI interest rate 
was raised from 4 to 4% percent, the Veterans’ Administration issued 
regulations banning discounts completely. This led to an impossible 
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situation in which GI loans were just not obtainable in some parts of 
the country. 

But at the same time your committee is convinced that action must 
be taken to guard against excessive discounts. We believe that the 
bill would achieve this objective. 

Section 503 would authorize and direct the Federal Housing Com- 
missioner and the Administrator of Veterans’ Affairs to fix reasonable 
limits on the charges, fees, and discounts imposed by the lender upon 
the builder, seller, or purchaser in connection with ¥HA-insured and 
VA-guaranteed loans. Such limits may vary in accordance with the 
terms of the mortgage involved, the geographical area in which the 
housing is located, and such other pertinent factors as the Commis- 
sioner or the Administrator deems advisable. 

Your committee believes that some leeway in setting reasonable 
limits on discounts is essential. Historically there have always been 
variances in the cost of mortgage money as between different geo- 
graphic areas, and also as between loans of different characteristics 
within the same geographic area. The bill would provide the admin- 
istering agencies with necessary discretion in this regard. 

The bill would also require controls on the charges, fees, and dis- 
counts in connection with conventional construction financing where 
the permanent loan is FHA-insured or VA-guaranteed. Failure to 
provide such control would seriously impede enforcement. Otherwise 
the lender, while limited as to the charges he can make in connection 
with the permanent loan, could exact whatever discount he chose from 
the builder in connection with the conventional construction loan. 

In order to enforce compliance the bill would require the lender to 
certify that he has not imposed upon the builder, seller, or purchaser 
any charges, fees, or discounts in excess of those permitted. In 
addition, your committee understands that, where appropriate to 
insure enforcement, the administering agencies would require certifica- 
tion from the builder to the effect that he had not paid to either the 
permanent or the construction lender fees, charges or discounts in 
excess of those permitted by the schedule prescribed by the FHA 
Commissioner or the Administrator of Veterans’ Affairs. 

Your committee is aware that the control of charges and discounts 
in connection with the complex mortgage financing process is a difficult 
one. We are aware also that the history of the control of fees and 
charges under section 504 of the Housing Act of 1950 (which section 
was repealed in the Housing Act of 1954), shows that the problem of 
enforcement is complicated by the many possible evasionary schemes 
and devices. At the same time your committee believes that, under 
the provisions of the bill, the administering agencies should have 
sufficient authority to make discount control effective. The com- 
mittee urges the FHA Commissioner and the Administrator of Vet- 
erans’ Affairs to formulate their controlling regulations in a manner 
which will discourage any violation, direct or indirect, of the permis- 
sible fees, charges, and discounts. Your committee is convinced that 
the existing authority to bar participation from the FHA or VA pro- 

ms to lenders and builders who knowingly seek to violate FHA or 

A regulations will act as a powerful force to assure compliance. 
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MORTGAGE CREDIT STUDY 


Your committee is deeply concerned over the problem of maintain- 
ing a healthy home construction industry and in furthering home 
ownership for American families. We are concerned over the state 
of our housing inventory which finds millions of dwelling units in a 
substandard category. If the rate of production of new homes fails 
to continue in high gear, we are fearful that we will lose ground in 
our fight on slums and blight, and that an ever-increasing percentage 
of our housing stock will pass into a dilapidated and substandard 
status. 

Your committee is concerned over the effects of restrictive monetary 

olicy upon the housing industry. Whenever credit is tightened, home 
building seems to be one of the first segments of our economy to suffer. 

Your committee would like to make it clear that it has no funda- 

mental disagreement with the central thesis that in an economic 
climate like the present, it would be folly for the Federal Reserve 
Board to inflate the money supply through the various methods open 
to it. We agree that the solution does not lie in the direction of 
increasing the money supply faster than productivity. The record 
is replete with the failures of such a policy. We need only cite the 
inflation problem which plagued our continental armies in the Revolu- 
tion when the phrase “not worth a continental” became a part of our 
language. The ghastly monetary inflation suffered by Germany 
under the Weimar Republic in the 1920’s should also be a bitter 
reminder to all of us of what happened when the monetary authorities 
tried to solve the problem by pumping more and more money into the 
system. 
"But at the same time your committee refuses to accept the thesis 
that nothing can be done to solve the problems created by the tight 
money dilemma. We reject the thesis that vital and socially neces- 
sary forms of endeavor such as home building must be deferred in- 
finitely. Something is fundamentally wrong if our economy cannot 
be permitted to meet the basic shelter needs of our people. Your 
committee believes that too little thinking has been devoted to achiev- 
ing some form of solution which, without encouraging inflation, will 
still permit vital industries such as the home building industry to grow 
and expand. 

Accordingly, section 504 of the bill would authorize and direct the 
Administrator of the Housing and Home Finance Agency to conduct 
a study to determine (1) the extent to which the residential building 
industry is able to secure the mortgage credit, manpower, and materials 
required for the construction of residential housing of the types and 
in the quantities needed to satisfy the demand for such housing, 
and (2) the methods and policies by which such industry, without 
aggravating the overall problem of controlling inflation, may attract 
a greater share of seul mortgage credit, manpower, and materials, 

Your committee urges that this study be conducted in a dispassion- 
ate manner free from preconceptons. Every possible attack on the 
a should be explored and weighed. Findings of the study would 

reported to the President and the Congress not later than January 
31, 1958. Your committee recognizes that this is a tight time sched- 
ule but it believes that the study should be given high priority so that 
its results can help the administration and the Congress in shaping 
policies designed to cope with the basic problem as soon as possible. 
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FARM HOUSING RESEARCH 


Section 505 would authorize and direct the Administrator of the 
Housing and Home Finance Agency to undertake and carry out a 
program of farm housing research. The study would cover all phases 
of farm housing, but its basic objective would be how to provide 
more attractive and more functional farmhouses at a lower cost. 

Your committee is deeply concerned over the substandard quality 
of a substantial segment of the Nation’s farm housing. The Census of 
Housing (1950) showed that 20 percent of farmhouses are in such a 
dilapidated condition that they need to be replaced or are in need of 
major repair; in contrast, less than 7 percent of urban homes were 
classified as dilapidated. 

Your committee belioves that it is too often overlooked that slum 
conditions and inferior housing are by no means unique to our urban 
centers, They also plague our rural areas. We believe that the 
program of farm housing research authorized by the bill would make 
an important contribution to the problem. If some way can be found 
to produce better farm. housing more efficiently at a lower cost, we 
will have achieved a great step forward in our efforts to improve the 
farm housing in our Nation. 

Under the bill the research would be conducted by land-grant col- 
leges, and the costs involved would be financed by grants to such 
colleges by the Housing and Home Finance Administrator. Your 
committee believes that these colleges have the experience and staff to 
proceed with the research program so that the fruits of the research 
can be brought to bear upon the farm housing problem with the least 
possible delay. 

The total grants could not exceed $300,000 a year for the next 2 fiscal 
years. Your committee believes that this is the minimum period and 
the minimum sum necessary to conduct a worthwhile and effective 
farm housing research program. 


REHABILITATION CENTERS 


Your committee heard a proposal to set up a form of insurance or 
grant program to aid in the construction of rehabilitation centers for 
disabled veterans. The objective is unquestionably laudable but 
your committee believes the proposal needs further study, and we are 
instructing the subcommittee on housing to explore it further. 
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SECTION-BY-SECTION SUMMARY OF THE BILL 
SECTION 1. SHORT TITLE 


This section would provide that the act may be cited as the ““Hous- 
ing Act of 1957.” 


Titte I—FHA Insurances PRoGRAMS 
SECTION 101. LOWER DOWNPAYMENTS FOR SALES HOUSING 


This section would amend section 203 (b) (2) of the National 
Housing Act so as to reduce the downpayment required under FHA’s 
section 203 sales housing program. Under present law an FHA 
insured loan under section 203 cannot exceed 95 percent of the first 
$9,000 of value plus 75 percent of the excess of value above $9,000; 
this section would increase the maximum amount of such loan to 96 
percent of the first $10,000 of value plus 80 percent of the next $6,000 
of value and 70 percent of the remainder. It would correspondingly 
decrease the minimum amount of the mortgagor’s payment in cash or 
its equivalent from 5 percent to 4 percent. The reduction in down- 
payment under this section would be available to those who cannot 
qualify for insurance under the new section 203 (j) veterans’ preference 
loan program, and would in addition provide the basis for the further 
reduction in downpayment available to qualified veterans under that 
program. 

In the case of a house valued and sold at $12,000, the amendments 
made by this section would reduce the required downpayment from 
$1,200 to $890. In the case of a $16,000 house the required downpay- 
ment would be reduced from $2,200 to $1,600, and in the case of a 
$20,000 house it would be reduced from $3,200 to $2,800. For further 
examples, see table on page 4. 


SECTION 102. PRIOR FHA APPROVAL OF NEW CONSTRUCTION 


‘This section would amend section 203 (b) of the National Housing 
Act with respect to the eligibility for FHA mortgage insurance of 
houses less than 1 year old which were not approved for mortgage 
insurance prior to the beginning of construction. Under present law 
such a house is eligible for insurance, but the maximum insured loan 
is limited to 90 percent of the first $9,000 of valuation instead of 95 
percent. The amendments made by this section deny eligibility to 
such houses, but to prevent possible hardship the Commissioner would 
be able to waive this prohibition under such terms and conditions as 
he may prescribe. 


SECTION 108. SALES HOUSING INSURANCE FOR VETERANS 


‘This section would establish a new veterans’ preference program 
within the section 203 sales housing program of the Federal Housing 
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Administration. It would enable World War II veterans and Korean 
veterans to buy homes under the section 203 program with more 
favorable terms than those which are available to others. 

Subsection (a) is a technical amendment to section 203 (b) (2) 
of the National Housing Act, simply indicating that the basic loan- 
to-value ratio prescribed by that section will not apply in any case 
where the mortgagor qualifies under the new veterans’ preference 
program. 

Subsection (b) would amend section 203 (b) (5) of the National 
Housing Act to provide that the interest rate on loans under the new 
veterans’ preference program may not be increased above 5 percent. 

Subsection (c) would add to section 203 of the National Housing 
Act a new subsection (j), which actually sets up the new program. 
Paragraph (1) of the new subsection (j) would provide, where the 
mortgagor is a qualified veteran, a substantial increase in the per- 
missive loan-to-value ratio otherwise prescribed by section 203 (b) 
(2) and a corresponding decrease in the minimum downpayment in 
cash or its equivalent otherwise required under that section. Under 
the amendments made elsewhere in the bill (see discussion of section 
101), the maximum FHA-insured loan under section 203 (b) (2) 
would be equal to 96 percent of the first $10,000 of value plus 80 
percent of the next $6,000 of value and 70 percent of the remainder. 
Paragraph (1) of the new subsection (j) would increase these factors 
to 98, 90, and 85 percent, respectively, and would also decrease the 
minimum mortgagor’s payment in cash or its equivalent from 4 to 2 
percent. Mathematically this would mean that the minimum down- 
payment of a qualified veteran would be exactly one-half of the 
downpayment required of other mortgagors, assuming that the sales 
price is equal to FHA’s appraised value; if the sales price is higher, the 
required downpayment would be increased correspondingly. 

Paragraph (2) of the new subsection (j) would define the term 
“qualified veteran” so as to extend the benefits of the new FHA 
program to World War II or Korean veterans who meet specified 
service tests (which are the same as those prescribed under the GI 
home loan program). Such a veteran would not be eligible for the 
benefits of the new FHA program, however, if he has previously 
used any part of his GI entitlement for a VA-guaranteed home loan 
or a VA direct home loan (previous use of his GI entitlement for a 
farm or business loan would not affect his eligibility for the benefits 
of the new FHA program), unless the full amount of such entitlement 
has been restored to him and is currently unused. Unremarried 
widows of World War II or Korean veterans whose death resulted 
from service-incurred injury or disease would also be eligible for the 
benefits of the new program. Because the Veterans’ Administration 
possesses all of the information needed to determine whether an 
individual qualifies for the benefits of the new program, the bill 
contemplates that the individual’s eligibility would be established by 
a certificate furnished by the Administrator of Veterans’ Affairs. 
The Administrator would be required to furnish such a certificate 
upon application by the individual. The Administrator would also 
be required to revoke the certificate before extending to such indi- 
vidual any financial assistance under the GI home-loan program which 
would disqualify him or her for such benefits. 

Paragraph (3) of the new subsection (j) would give the Federal 
Housing Commissioner discretionary authority to establish the 
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maximum sales price which would be charged a veteran under the 
FHA veterans’ preference program, if he finds that such action is 
necessary to prevent abuses in connection with mortgages insured 
under such program. Such limitation on the sales price would appl 
only to the sale occurring when the mortgage is originally executed, 
and would not apply to any subsequent resale of the property where 
the mortgage is assumed by the new purchaser. 

Paragraph (4) of the new subsection (j) would waive the payment 
of insurance premiums on mortgages insured under the FHA veterans’ 
preference program. On other mortgages insured under section 203 
the mortgagor is required to pay an insurance premium which at the 

resent time is one-half of 1 percent per annum on the outstanding 
alance. The insurance fund from which losses on defaulted loans 
would be paid, in the case of mortgages under the new program, 
would be supported with appropriated funds rather than with pre- 
mium payments as in the case of other FHA mortgage insurance 
programs (see discussion of sec. 103 (d) of the bill). 

Paragraph (5) of the new subsection (j) would permit a mortgagor 
under the veterans’ preference program to prepay all or part of his 
mortgage obligation without penalty or charge, under such terms and 
conditions as the Commissioner may prescribe. 

Paragraph (6) of the new subsection (j) would make it clear that 
the more liberal terms provided under the new program will continue 
to apply over the life of the mortgage, even though the mortgage is 
assumed by an individual who is not a qualified veteran. 

Paragraph (7) of the new subsection (j) would provide that a 
veteran can enjoy only once the use of the more liberal mortgage 
terms afforded under this program. If he should execute a second 
mortgage insured by FHA under section 203 of the National Housing 
Act, its terms would be those prescribed by other subsections of 
section 203. 

Paragraph (8) of the new subsection (j) would provide for an 
orderly termination of the FHA veterans’ preference program. A 
World War II veteran would be given an additional period of eligi- 
bility, beyond the July 25, 1958, expiration date of the GI loan pro- 
gram, equal to 1 year for each year or fraction thereof in which he 
fC enesie World War II service, with a maximum additional eligi- 

ility period of 4 years beyond such date. Disabled veterans and 
their widows would have an additional eligibility period of 4 years 
beyond such date in any event. Veterans of Korean service would 
have the same eligibility period mag February 1, 1965) as that now 
provided for them under the GI loan program. 

Subsection (d) of this section of the bill would add to section 203 of 
the National Housing Act a new subsection (k), which would create a 
veterans’ housing insurance fund to provide for the payment of the 
losses and expenses incurred by FHA in connection with the new 
section 203 (j) veterans’ preference program. The payment of insur- 
ance on defaulted section 203 (j) mortgages would be made from the 
fund, and would be made (except in the case of mortgages purchased 
out of the national service life insurance fund, where payment would 
be made in cash rather than debentures as discussed below) in the 
manner and form provided by section 204 of the National Housing 
Act for other mortgages insured under section 203. All other expenses 
arising in connection with section 203 (j) mortgages, including admin- 
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istrative expenses and other expenses of operation, would also be paid 
from the veterans’ housing insurance fund. All income and claims 
received by or assigned to the Commissioner in connection with section 
203 (j) mortgages would be credited to the fund. Since the fund 
would receive no premiums in connection with section 203 (j) mort- 
gages, the new subsection (k) would authorize appropriations to the 
fund sufficient to pay the losses and expenses incurred in connection 
with those mortgages (including appropriations to reimburse other 
FHA insurance funds from which money may have been transferred 
to such fund to provide initial capital or for other purposes under 
section 219 of the National Housing Act (discussed below)). 


SECTIONS 104-110. OTHER PROVISIONS RELATING TO FHA INSURANCE 
PROGRAMS 


Section 104 would amend section 2 of the National Housing Act to 
provide that any payment for loss made to an approved financial 
institution thereunder shall be final and incontestable after 2 years 
from the date on which the claim was certified for payment by the 
Commissioner, in the absence of fraud or misrepresentation. The 
effect of this amendment would be to prevent the Federal Housing 
Commissioner from demanding that a title I lender repurchase a home 
improvement loan (on the ground that the loan was ineligible for the 
insurance on which FHA paid its claim) after such 2-year period 
has expired. Under present law there is no statute of limitations 
applicable to title I insurance payments, and in many cases a long 
period of years will elapse before some type of information is dis- 
covered which indicates that the claim would not have been paid if all 
the facts had been known to FHA at the time the lender’s claim was 
allowed; the lender is in effect required to create a contingent reserve, 
since it cannot be assured that the payment of claim is final. This 
amendment would not be made effective until January 1, 1958. 

Section 105 would add to section 204 of the National Housing Act 
a new subsection (k) which would permit the Federal Housing Com- 
missioner to reimburse mortgagees for reasonable expenditures made 
to protect property during the period commencing with the institution 
of foreclosure proceedings and continuing until such time as the Com- 
missioner takes title to the property, in order to encourage such 
mortgagees to make the relative small expenditures required during 
this period to protect the property from vandalism and damage by 
the elements and for necessary repairs and maintenance. This 
ae represents a minimum of several months and may, in States 

aving statutory redemption rights, extend to as long as 18 months. 
A further provision of the new subsection (k) would permit the Com- 
missioner to terminate the mortgagee’s obligation to pay mortgage 
insurance premiums as soon as an application for debentures has been 
filed. Mortgagees are now required to pay such premiums up to 
the date of acceptance of title, and FHA then includes in the deben- 
tures amounts to compensate the mortgagees for such expenditures. 
This results in unnecessary duplication, in that the FHA billing and 
collecting of insurance premiums after the filing of a claim for deben- 
tures is followed by the repayment of the premiums to mortgagees, 
with interest, within a limited time. In order to provide a consistent 
treatment to mortgagees’ applications in the various sales housing 
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programs, the scope of the proposed amendment includes all sales- 
type programs, including sections 603 and 903 as well as 203. 

ection 106 would clarify existing provisions relating to FHA 
debenture interest rates. In conformity with the provisions of sec- 
tion 224 of the National Housing Act, added in 1954, a debenture 
interest rate was established in December 1956 at 3% percent. In 
sections 204, 207, and 803 of that act, however, there remain obsolete 
references to the former maximum rate of “3 percent per annum.” 
FHA has interpreted section 224 as being controlling and has pub- 
lished a debenture interest rate in excess of 3 percent notwithstanding 
the references to 3 percent contained in sections 204, 207, and 803. 
To remove this point of confusion, section 105 of the bill would strike 
out the obsolete references and insert in each of those sections an 
express reference to the section 224 interest-rate formula. 

Section 107 would amend the special provisions of section 207 of 
the National Housing Act which relate to rental housing for the 
elderly. The amendment would permit a mortgage to be in an 
amount up to $8,400 per family unit where the mortgage is given by 
a nonprofit organization to finance an elevator-type rental housing 
project which is to be used and occupied entirely by elderly persons. 
Under present law there is no provision for higher mortgage amounts 

er unit for elevator-type structures for the elderly; the limit is $8,100 
or all rental housing projects financed under the special provisions 
of section 207 for the elderly. This amendment would place rental 
housing for elderly persons on a par with other rental housing under 
section 207. The section 207 special provisions relating to rental 
housing for the elderly would also be amended to make it clear that 
units in such housing could be designated for and occupied by single 
elderly persons. 

Section 108 is technical, merely repealing an obsolete provision in 
section 207 of the National Housing Act. 

Section 109 would make the provisions of section 204 (j) of the 
National Housing Act (which are now applicable to individual home 
mortgages insured under sec. 203 of that act) applicable to individual 
home mortgages insured under sections 213, 220, 221, and 222 of that 
act. Section 204 (j) permits termination of the mortgagee’s liability 
for payment of mortgage insurance premiums in those eases where the 
mortgagee forecloses on the mortgaged property but gives the Com- 
missioner notice (which terminates FHA’s insurance liability) that it 
does not intend to convey the property to FHA in exchange for deben- 
tures, or where the mortgage has been prepaid in full. 

Section 110 would amend section 219 of the National Housing Act, 
which authorizes the transfer of moneys among certain FHA insur- 
ance funds, by adding the section 221 housing insurance fund, the 
servicemen’s mortgage insurance fund (sec. 222), and the veterans’ 
housing insurance fund (sec. 203 (j)) to the list of the insurance funds 
among which such transfers are authorized. The omission of these 
three funds from the provisions of section 219 could create a situation 
which would make it necessary under unfavorable circumstances to 
call upon the Treasury to redeem debentures issued by them even 
though ample resources for this need may be available in one or more 
of the other funds enumerated in section 219. Also, inclusion of these 
three funds within section 219 would permit transfers, as required 
from these funds to other insurance funds which are now included 
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under section 219. It should be noted that the section 203 mutual 
mortgage insurance fund is not now one of the funds enumerated in 


section 219, and that such fund would not be affected by section 110 
of the bill. 


Titte I]—Srconpary MortGace MARKET 


SECTION 201. CAPITALIZATION OF FEDERAL NATIONAL MORTGAGB 
ASSOCIATION 


Subsection (a) would amend section 303 (b) of the National Housing 
Act so as to change the amount of FNMA stock which a mortgage 
seller must purchase under FNMA’s regular secondary market opera- 
tions. Under present law FNMA can increase without limit the 
amount of the required stock purchase; the only restriction is that it 
cannot be less than 1 percent of the mortgage amount. By regulation 
the requirement is currently 2 percent. The amendment made by 
this subsection would establish the maximum stock purchase require- 
ment at 2 percent and retain the minimum at 1 percent, and would 
also prohibit FNMA from imposing any stock purchase requirement in 
connection with an advance commitment unless a mortgage is actually 
purchased pursuant to such commitment. 

Subsections (b) and (c) would amend section 303 (d) and (e) of 
the National Housing Act to increase the capitalization of FNMA’s 
regular secondary market operations by $100 million (in addition to 
the $50 million increase recently authorized by Public Law 85-10). 
To accomplish this increase FNMA would deliver to the Secretary of 
the Treasury an additional $100 million of its preferred stock in 
exchange for an equal amount of its notes held by the Secretary under 
the interim borrowing arrangements followed in connection with the 
secondary market operations. The total borrowing authority under 
the 10-to-1 ratio (FNMA may borrow up to 10 times the sum of its 
capital and surplus) would thereby be increased by $1 billion, bringing 
the total borrowing authority to approximately $2.6 billion from the 
present level of approximately $1.6 billion. 


SECTION 202. TREASURY PURCHASE OF FNMA’S OBLIGATIONS 


This section would amend section 304 (c) of the National Housing 
Act to increase to $2.6 billion the maximum amount of FNMA’s 
secondary market operation obligations which the Secretary of the 
Treasury can acquire, to correspond with the increased borrowin 
are provided under the amendments made by section 201 o 
the bill. 

This type of authority provides principally a form of Treasury 
backstop which assures a ready source of funds under emergency 
conditions when private investors might be unable or unwilling to 
purchase FNMA’s notes. It also furnishes, of course, additional 
assurance to private investors that FNMA has a source of liquid funds 
with which to pay off maturing notes in any unforeseen circumstance 
- oe neither liquidation of the portfolio nor refinancing might be 
easible. 
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SECTION 208. FNMA SPECIAL ASSISTANCE PROGRAM 


This section would make several amendments to section 305 of the 
National Housing Act, which sets forth FNMA’s special assistance 
program. Under this program FNMA uses public funds to support 
special loan categories which are deemed to deserve special assistance, 
such as disaster housing, military housing, urban renewal housing 
under sections 220 and 221, and cooperative housing. 

Subsection (a) would amend section 305 (b) of the National Housing 
Act to require that all FNMA purchases of special assistance mortgages 
be made at par. Under present law FNMA may not pay less than 
99 for such mortgages, a requirement which expires on August 6 of 
this year. The par purchase requirement under this amendment 
would be permanent. 

Subsection (b) would amend section 305 (b) of the National Hous- 
ing Act to place a ceiling upon the charges and fees which FNMA 
may impose in connection with the commitment and purchase of 
special assistance mortgages. Under the amendment these charges 
and fees could not exceed 1 percent of the mortgage amount, and not 
more than one-half of such charges and fees could be collected at the 
time the commitment is issued, with the balance payable at the time 
of the purchase of the mortgage. Under present law there is no 
limitation on such charges and fees, and by regulation FNMA requires 
(except in the case of title VIII military housing mortgages) a total 
of 1% percent of the mortgage amount, 1 percent at the time of com- 
mitment and one-half of 1 percent at the time of delivery; in the case 
of military housing mortgages the present regulatory maximum is 
1 percent, payable half at the commitment stage and half on delivery. 
The amendment made by this subsection would thus make the more 
favorable terms governing title VIII mortgages applicable to all special 
assistance mortgages. 

Subsection (c) would amend section 305 (c) of the National Housing 
Act so as to increase from $200 million to $450 million the amount 
authorized for the purchase of special assistance mortgages by FNMA. 
The new aggregate amount of $450 million for the purchase of home 
mortgages would supplant the present authorizations of (1) $200 mil- 
lion for the purchase of whole mortgages and (2) $100 million for the 
purchase of 20 percent immediate participations in mortgages. (This 
amendment would not affect the special FNMA revolving funds which 
are available for cooperative housing and for military housing.) The 
amendment would thus merge the so-called participation funds into 
the whole-mortgage funds and in addition increase the aggregate 
amount available. For a number of practical reasons, no use has 
been made by lenders of the special provisions for purchasing mort- 
gages on a participation basis, so the actual effect of the amendment 
would be to make an additional $250 million available to FNMA for 
its special assistance functions. 


SECTION 204. FNMA PAYMENTS IN LIEU OF TAXES 


This section would amend section 309 (c) of the National Housin 
Act to change the formula for computing the amount which FNM 
must pay to the Secretary of the Treasury, as the equivalent of Fed- 
eral income taxes, with respect to its a | market operations. 
It would provide for the deduction from FNMA’s gross income, in 
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addition to all expenses and other deductions which would be author- 
ized by law if FNMA were not exempt from such taxes, of any amounts 
paid by FNMA to the Secretary of the Treasury as a return on his 
investment in FNMA’s securities. Such amounts would include pay- 
ments made as a return on Treasury advances on account of notes, 
stock, or debentures. 


SECTION 205. INVESTMENT OF NATIONAL SERVICE LIFE INSURANCE FUND 


This section would authorize the Secretary of the Treasury to invest 
up to $1 billion out of the World War II national service life insurance 
fund in purchases of section 203 (j) veterans’ preference mortgages, 
and in commitments to purchase such mortgages where they cover 
new construction. These mortgage support operations would be 
confined to geographic areas where a serious shortage of private capital 
for section 203 (j) mortgages exists within the reasonable discount 
limits prescribed ce the Federal Housing Commissioner under section 
503 of the bill (discussed below). 

The price to be paid for section 203 (j) mortgages under this pro- 
gram would be determined by the Secretary of the Treasury except 
that in no case could it exceed par. Mortgages could be purchased 
only from the original mortgagee. To help the fund revolve, mortgages 
could be sold at less than par provided the fund would suffer no loss. 

If any mortgage purchased under this program should default, the 
national service life insurance fund would be fully reimbursed in cash 
(rather than in the manner and form provided by sec. 204 of the Na- 
tional Housing Act for other FHA sales-housing mortgages) upon the 
assignment of the mortgage and all related rights and interests to the 
Federal Housing Commissioner. 

FNMA would act for the Secretary of the Treasury in purchasing, 
servicing, and selling section 203 (j) mortgages under this section of the 
bill, and in performing these functions would follow its usual practice 
of utilizing local lenders as its agents. The Secretary of the Treasury 
would reimburse FN MA for its expenses incurred in carrying out these 
functions, but the reimbursement would be limited to a maximum of 
three-fourths of 1 percent. FNMA would also act for the Federal 
Housing Commissioner in connection with the foreclosure or other 
liquidation of such mortgages, and would be reimbursed in full for its 
expenses incurred in carrying out these functions. 


Tirte I[J—Stum CLEARANCE AND UrBAN RENEWAL 
SECTION 301. INCREASED AUTHORIZATION 
This section would amend section 103 (b) of the Housing Act of 


1949 so as to increase the present $900 million a grant contract 
authorization by an additional $250 million on July 1, 1957. 


SECTION 802. URBAN RENEWAL RELOCATION PAYMENTS 


This section would amend section 106 (f) (2) of the Housing Act of 
1949 to authorize the Housing and Home Finance Administrator, 
in his rules and regulations, to permit local public agencies to make 
relocation payments for moving expenses of individuals and families 
in fixed amounts, without the necessity of investigating the actual 
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costs incurred in each case, where the claim for such expenses does 
not exceed the amount specified in the regulations. In no event, 
however, could any amount or amounts fixed by the Administrator 
under this amendment exceed the present $100 statutory maximum. 


SECTION 303. LOCAL GRANTS-IN-AID 


As amended by the Housing Act of 1954, title I of the Housing Act 
of 1949 permits (for certain types of facilities offered as local noncash 
grants-in-aid for urban-renewal projects) the estimated costs of local 
facilities to be deemed their actual costs if the construction of such 
facilities is not completed at the time of the final disposition of land 
in the urban-renewal-project area and if satisfactory assurance is pro- 
vided that the facilities will be completed and available within a 
specified time. This section of the bill would amend section 110 (d) 
of the Housing Act of 1949 to make the same provision applicable in 
the case of slum-clearance projects carried forward under the terms 
of title I as in effect prior to the Housing Act of 1954. The applica- 
tion of this provision to original title I projects would avoid the delay 
and expense resulting from the requirements that prevent the liquida- 
tion of these projects until the completion of all public facilities being 
built by the community as local grants-in-aid. 


Titte [V—Miutitary Hovsine 
SECTION 401. EXTENSION OF TITLE VIII PROGRAM 


This section would amend section 803 (a) of the National Housing 
Act so as to extend the title VIII military-housing program for an 
additional year. Under this amendment the program would expire 
June 30, 1959. 


SECTION 402, MORTGAGE LIMITS ON A PROJECT BASIS 


This section would amend section 803 (b) (3) (B) of the National 
Housing Act so as to make the statutory maximum average of $16,500 
per family unit for housing under the title VIII program applicable to 
each project rather than each mortgage. Since financing for a large 
project generally requires separate mortgages for the various areas 
of the project, and the mortgages in some of these areas will range 
somewhat higher than the $16,500 family-unit average limitation 
(although the family-unit average of all project mortgages does not 
exceed that limit), the amendment made by this section would permit 
greater flexibility in project planning and financing. 


SECTION 403, FLOOR AREA LIMITATIONS 


This section, which is in the nature of a technical amendment, 
would amend section 410 of the Housing Amendments of 1955. 
Section 410 presently provides that title VIII housing shall have the 
same net floor area limitations as those which apply to appropriated 
funds housing under two specifically named existing statutes. This 
amendment would eliminate the reference to those statutes and would 

rovide simply that the maximum net floor area limitations for title 

III housing shall be the same as the limitations generally prescribed 
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(by the law in effect at the time construction is begun) for military 
housing constructed with appropriated funds, thereby obviating the 
necessity of further title VIII conforming amendments in the event 
that new limitations for appropriated funds housing should be 
enacted in the future. 


SECTION 404. PURCHASE PRICE FOR WHERRY ACT HOUSING 


This section would amend section 404 (a) of the Housing Amend- 
ments of 1955 to change the formula used in determining the purchase 
price of Wherry Act housing acquired pursuant to that section. It 
would substitute, for the “‘allowance for physical depreciation” now 
included in determining such price, an appropriate allowance repre- 
senting the estimated cost of repairs and replacements immediately 
necessary to restore the property to sound physical condition, 


Tirte V—MIscEeLLANEOUS 
SECTION 501. COLLEGE HOUSING LOANS 


Subsection (a) would amend section 401 (c) of the Housing Act of 
1950 to require the Housing and Home Finance Administrator, in 
making college-housing loans, to charge a rate of interest equal to that 
chargeable to him by the Treasury plus one-fourth of 1 percent. The 
present law provides for a similar spread, except that if the resulting 
rate is less than 2% percent, the higher rate must be charged. How- 
ever, because of the different base to which the one-fourth of 1 percent 
differential would be applied under the amendment made by section 
501 (c) of the bill (which changes the formula fixing the interest rate 
paid by the Administrator on funds borrowed from the Treasury for 
college-housing loans) as compared with the present law, the net 
result, under February market conditions, would be to change the 
college housing loan interest rate from 2% percent to 3% percent. 
The change would take effect for any loan made pursuant to an 
application filed after March 15, 1951. The language refers to the 
rate “chargeable” (rather than “charged”’) by the Treasury under the 
new formula in order to make it clear that the new rate would be 
uniformly applicable to all loans to colleges resulting from applications 
filed after that date whether or not the Administrator had actually 
issued notes or obligations to the Secretary of the Treasury under the 
new formula. 

Subsection (b) would amend section 401 (d) of the Housing Act of 
1950 to increase the college housing loan authorization by $150 million 
(from $750 million to $900 million). The uncommitted balance of 
the present authorization will be about $92 million as of June 30, 
1957, and the increased authorization provided by this amendment 
would therefore permit new net commitments of about $242 million. 

Subsection (c) would amend section 401 (e) of the Housing Act 
of 1950 to provide that funds borrowed by the Housing and Home 
Finance Administrator from the Secretary of the Treasury for college- 
housing loans shal] bear interest at a rate, calculated each calendar 
quarter, based on the current average market yield on all outstand- 
ing marketable obligations of the United States having a remaining 
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maturity of 15 or more years. This formula would be in place of the 
formula now in the law which bases the interest rate on the average 
rate borne by all interest-bearing obligations of the United States, 
irrespective of maturity, as computed at the end of the precedin 
fiscal year, or 2% percent, whichever is higher. The new rate woul 
currently result in the Administrator paying 3% percent on funds 
borrowed from the Treasury, whereas under present law the rate for 
fiscal year 1957 is 2% percent. 

The new formula would apply to those notes and obligations issued 
to the Secretary of the Treasury to secure funds in excess of the 
aggregate amount required for the program in the pipeline on March 
15, 1957. 


SECTION 502. VOLUNTARY HOME MORTGAGE CREDIT PROGRAM 


This section would amend section 610 (a) of the Housing Act of 
1954 to extend the voluntary home mortgage credit program until 
July 31, 1959. Under present law the program, which is intended 
for builders and home buyers in small communities and rural areas 
where mortgage money is scarce and for minority groups in general 
without regard to the size of the communities in which they live, would 
cease Operations on June 30, 1957. 


SECTION 503. DISCOUNT CONTROL 


This section would authorize and direct the Federal Housing Com- 
missioner and the Administrator of Veterans’ Affairs to fix reasonable 
limits on the charges, fees, and discounts which may be imposed by 
the lender upon the builder, seller, or purchaser in connection wit 
FHA-insured mortgages or VA-guaranteed loans. Such limits would 
vary in accordance with the terms of the mortgage involved, the 

eographical area in which the housing is located, and other pertinent 
actors. The controls would also apply to the conventional con- 
struction financing where the permanent loan is FHA-insured or VA- 
uaranteed. The section would require the lender to certify that he 
as not imposed upon the builder, seller, or purchaser any charges, 
fees, or discounts in excess of those permitted. 


SECTION 504. MORTGAGE CREDIT STUDY 


This section would authorize and direct the Housing and Home 
Finance Administrator to conduct a study to determine (1) the 
extent to which the residential-building industry is able to secure the 
mortgage credit, manpower, and materials required for the construc- 
tion of residential housing of the types and in the quantities needed 
to satisfy the demand for such housing, and (2) the methods and 
policies by which such industry, without aggravating the overall 
problem of inflation, may attract a greater share of available mortgage 
credit, manpower, and materials. The Administrator’s findings 
would be reported to the President and the Congress not later than 
January 31, 1958. 
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SECTION 505. FARM HOUSING RESEARCH 


This section would authorize and direct the Housing and Home 
Finance Administrator to undertake and carry out a 2-year program 
of farm housing research. The research would cover all phases of 
farm housing, but its basic objective would be the development of 
methods by which more attractive and more functional farmhouses 
can be provided at a lower cost and with better financing. The 
actual research would be conducted by land-grant colleges, and the 
costs involved would be financed by grants to such colleges by the 
Administrator. Such grants could be made by the Administrator 
only during a period of 2 fiscal years (1958 and 1959), and the total of 
such grants could not exceed $300,000 during either of such fiscal years, 
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CHANGES IN Existinc Law 


In compliance with clause 3 of Rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as 
introduced, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


NATIONAL HOUSING ACT 
TITLE I—HOUSING RENOVATION AND MODERNIZATION 


CREATION OF FEDERAL HOUSING ADMINISTRATION 


Bec.1.°* * * 
* 7 * 7~ * * = 


INSURANCE OF FINANCIAL INSTITUTIONS 


Src. 2. (a) The Commissioner is authorized and empowered upon 
such terms and conditions as he may prescribe, to insure banks, trust 
companies, personal finance companies, mortgzage companies, building 
and loan associations, installment lending companies, and other such 
financial institutions, which the Commissioner finds to be qualified by 
experience or facilities and approves as eligible for credit insurance, 
against losses which they may sustain as a result of loans and advances 
of credit, and purchases of obligations representing loans and advances 
of credit, made by them on and after July 1, 1939, and prior to Septem- 
ber 30, 1959, for the purpose of financing alterations, repairs, and im- 

rovements upon or in connection with existing structures, and the 
building of new structures, upon urban, suburban, or rural real property 
(including the restoration, rehabilitation, rebuilding, and replacement 
of such improvements which have been damaged or destroyed by earth- 
quake, conflagration, tornado, hurricane, cyclone, flood, or other catas- 
trophe), by the owners thereof or by lessees of such real property under 
a lease expiring not less than six months after the maturity of the loan 
or advance of credit. In no case shall the insurance granted by the 
Commissioner under this section to any such financial institution on 
loans, advances of credit, and purchases made by such financial insti- 
tution for such purposes on and after July 1, 1939, exceed 10 per 
centum of the total amount of such loans, advances of credit, and pur- 
chases: Provided, That with respect to any loan, advance of credit, or 
purchase made after the effective date of the Housing Act of 1954, the 
amount of any claim for loss on any such individual loan, advance of 
credit, or purchase paid by the Commissioner under the provisions of 
this section to a lending institution shall not exceed 90 per centum of 
such loss. The aggregate amount of all loans, advances of credit, and 
obligations purchased, exclusive of financing charges, with respect. to 
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which insurance may be heretofore or hereafter granted under this sec- 
tion and outstanding at any one time shall not exceed $1,750,000,000, 

After the effective date of the Housing Act of 1954, (i) the Com- 
missioner shall not enter into contracts for insurance pursuant to this 
section except with lending institutions which are subject to the inspec- 
tion and supervision of a governmental agency required by law to make 
periodic examinations of their books and accounts, and which the Com- 
missioner finds to be qualified by experience or facilities to make and 
service such loans, advances or purchases, and with such other lending 
institutions which the Commissioner approves as eligible for insurance 
pursuant to this section on the basis of their credit and their experience 
or facilities to make and service such loans, advances or purchases; 
(ii) only such items as substantially prctect or improve the basic liva- 
bility or utility of properties shail be eligible for financing under this 
section, and therefore the Commissicner shall from time to time declare 
ineligible for financing under this section any item, product, alteration, 
repair, improvement, or class thereof which he determines would not 
substantially protect or improve the basic livability or utility of such 
properties, and he may also declare ineligible for financing under this 
section any item which he determines is especially subject to selling 
abuses; and (iii) the Commissioner is hereby authorized and directed, 
by such regulations or procedures as he shall deem advisable, to prevent 
the use of any financial assistance under this section (1) with respect 
to new residential structures that have not been completed and oc- 
cupied for at least six months, or (2) which would, through multiple 
loans, result in an outstanding aggregate loan balance with respect to 
the same structure exceeding the dollar amount limitation prescribed 
in this subsection for the type of loan involved: Provided, That this 
clause (iii) may in the discretion of the Commissioner be waived with 
respect to the period of occupancy or completion of any such new 
residential structures. 

(b) No insurance shall be granted under this section to any such 
financial institution with respect to any obligation representing any 
such loan, advance of credit, or purchase by it (1) if the amount of 
such loan, advance of credit, or purchase exceeds $3,500; (2) if such 
obligation has a maturity in excess of three years and thirty-two days, 
except that the Commissioner may increase such maximum limitation 
to five years and thirty-two days if he determines such increase to be 
in the public interest after giving consideration to the general effect of 
such increase upon borrowers, the building industry, and the general 
economy, and such maturity limitation shall not apply if such loan, 
advance of credit, or purchase is for the purpose of financing the 
construction of a new structure for use in whole or in part for agricul- 
tural purposes; or (3) unless the obligation bears such interest, has 
such maturity, and contains such other terms, conditions, and restric- 
tions as the Commissioner shall prescribe, in order to make credit avail- 
able for the purposes of this title: Provided, That any such obligation 
with respect to which insurance is granted under this section on or after 
sixty days from the date of the enactment of this proviso shall bear 
interest, and insurance premium charges, not exceeding (A) an amount 
with respect to so much of the net proceeds thereof as does not exceed 
$2,500, equivalent to $5 discount per $100 of original face amount of @ 
one-year note payable in equal monthly installments, plus (B) an 
amount, with respect to any portion of the net proceeds thereof in excess 
of $2,500, equivalent to $4 discount per $100 of original face amount of 
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such a note: Provided further, That the amounts referred to in clauses 
(A) and (B) of the preceding proviso, when correctly based on tables 
of calculations issued by the Commissioner or adjusted to eliminate 
minor errors in computation in accordance with requirements of the 
Commissioner, shall be deemed to comply with such proviso: Provided 
further, That insurance may be granted to any such financial institution 


‘with respect to any obligation not in excess of $15,000 nor an average 


amount of $2,500 per family unit and having a maturity not in excess 
of seven years and thirty-two days representing any such loan, advance 
of credit, or purchase made by it if such loan, advance of credit, or 
purchase is made for the purpose of financing the alteration, repair, 
improvement, or conversion of an existing structure used or to be used 
as 2n apartment house or a dwelling for two or more families: Provided 


further, That any obligation with respect to which insurance is granted 


under this section on or after July 1, 1939, may be refinanced and ex- 
tended in accordance with such terms and conditions as the Commis- 
sioner may prescribe, but in no event for an additional amount or term 
in excess of the maximum provided for in this subsection. 

(c) (1) Notwithstanding any other provision of law, the Com- 
missioner shall have the power, under regulations to be prescribed b 
him and approved by the Secretary of the Treasury, to assign or sell 
at public or private sale, or otherwise dispose of, any evidence of debt, 
contract, claim, personal property, or security assigned to or held by 
him in connection with the payment of insurance heretofore or here- 
after granted under this section, and to collect or compromise all 
obligations assigned to or held by him and all legal or equitable rights 
accruing to him in connection with the payment of such insurance 
until such time as such obligations may be referred to the Attorney 
General for-suit or collection. 

(2) The Commissioner is authorized and empowered (a) to deal 
with, complete, rent, renovate, modernize, insure, or soll for cash or 
credit, in his discretion, and upon such terms and conditions and for 
such consideration as the Commissioner shall determine to be reason- 
able, any real property conveyed to or otherwise acquired by him in 
connection with the payment of insurance heretofore or hereafter 
granted under this title and (b) to pursue to final collection, by way 
of compromise or otherwise, all claims against mortgagors assigned by 
mortgagees to the Commissioner in connection with such real property 
by way of deficiency or otherwise: Provided, That section 3709 of the 
Revised Statutes shall not be construed to apply to any contract of 
hazard insurance or to any purchase or contract for services or supplies 
on account of such property if the amount thereof does not exceed 
$1,000. The power to convey and to execute in the name of the Com- 
missioner deeds of conveyance, deeds of release, assignments and satis- 
factions of mortgages, and any other written instrument relating to 
real property or any interest therein heretofore or hereafter acquired 
by the Commissioner pursuant to the provisions of this title may be 
exercised by the Commissioner or by any Assistant Commissioner ap- 
pointed by him without the execution of any express delegation of 
power or power of attorney: Provided, That nothing in this paragraph 
shall be construed to prevent the Commissioner from delegating such 
power by order or by power of attorney, in his discretion, to any officer 
or agent he may appoint. 

(d) The Commissioner is authorized and empowered, under such 
regulations as he may prescribe, to transfer to any such approved finan- 
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cial institution any insurance in connection with any loans and ad- 
vances of credit which may be sold to it by another approved financial 
institution. 

(e) The Commissioner is authorized to waive compliance with re 
lations heretofore or hereafter prescribed by him with respect to the 
interest and maturity of and the terms, conditions, and restrictions 
under which loans, advances of credit, and purchases may be insured 
under this section and section 6, if in his judgment the enforcement of 
such regulations would impose an injustice upon an insured institution 
which has substantially complied with such regulations in good faith 
and refunded or credited any excess charge made, and where such 
waiver does not involve an increase of the obligation of the Commis- 
sioner beyond the obligation which would have been involved if the 
regulations had been fully complied with. 

(f) The Commissioner shall fix a premium charge for the insurance 
hereafter granted under this section, but in the case of any obligation 
representing any loan, advance of credit, or purchase, such premium 
charge shall not exceed an amount equivalent to 1 per centum per 
annum of the net proceeds of such loan, advance of credit, or purchase 
for the term of such obligation, and such premium charge shall be 
payable in advance by the financial institution and shall be paid at 
such time and in such manner as may be prescribed by the Commis- 
sioner. The moneys derived from such premium charges and all 
moneys collected by the Commissioner as fees of any kind in connection 
with the granting of insurance as provided in this section, and all 
moneys derived from the sale, collection, disposition, or compromise of 
any evidence of debt, contract, claim, property, or security assigned to 
or held by the Commissioner as provided in subsection (c) of this 
section with respect to insurance granted on and after July 1, 1939, 
shall be deposited in an account in the Treasury of the United States, 
which account shall be available for defraying the operating expenses 
of the Federa! Housing Administration under this section, and any 
amounts in ;ch account which are not needed for such purpose may 
be used for the payment of claims in connection with the insurance 
granted under this section. The account heretofore established in con- 
nection with insurance operations under this section and identified in 
the accounting records of the Federal Housing Administration as the 
Title I Claims Account shall be terminated as of August 1, 1954, at 
which time all of the remaining assets of such account, together with 
deposits therein for the account of obligors, shrall be transferred to and 
merged with the account established pursuant to this subsection. 
Moneys in the account established pursuant to this subsection not 
needed for the current operations of the Federal Housing Administra- 
tion may be invested in bonds or other obligations of, or in bonds or 
other obligations guaranteed as to principal and interest by, the United 
States. 

(q) Any payment for loss made to an approved financial institution 
under this section shall be final and incontestable after two years from 
the date the claim was cert ified for payment by the Commissioner, in the 
absence of fraud or misrepreseniation on the part of such institicion. 

L(g) )J (h) The Commissioner is authorized and directed to make 
such rules and regulations as may be necessary to carry out the 
provisions of this title. 


* * « * = * * 
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TITLE Il—MORTGAGE INSURANCE 


* » * * * * * 
INSURANCE OF MORTGAGES 


Src. 203. (a) The Commissioner is authorized, upon application by 
the mortgagee, to insure as hereinafter provided any mortgage offered 
to him which is eligible for insurance as hereinafter provided, and, 
upon such terms as the Commissioner may prescribe, to make commit- 
ments for the insuring of such mortgages prior to the date of their 
execution or disbursement thereon: Provded, That the aggregate 
amount of principal obligations of all mortgages insured under this 
title and outstanding at any one time shall not exceed $7,750,000,000 
except that with the approval of the President such aggregate amount 
may be increased at any time or times by additional amounts aggregat- 
ing not more than $1,250,000,000 upon a determination by the Presi- 
dent, taking into account the general effect of any such increase upon 
conditions in the building industry and upon the national economy, 
that such increase is in the public interest. 

(b) To be eligible for insurance under this section a mortgage shall— 

(1) Have been made to, and be held by, a mortgagee approved by 
the Commissioner as responsible and able to service the mortgage 
properly. 

(2) Involve a principal obligation (including such initial service 
charges, appraisal, inspection, and.other fees as the Commissioner 
shall approve) in an amount not to exceed $20,000 in the case of 
property upon which there is located a dwelling designed principally 
(whether or not it may be intended to be rented temporarily for school 
purposes) for a one- or two-family residence; or $27,500 in the case 
of a three-family residence; or $35,000 in the case of a four-family 
residence; [and not to exceed an amount] and, except as provided in 
subsection (7) with respect to mortgagors who are qualified veterans, not 
to exceed an amount equal to the sum of (i) [95] 96 per centum [(but, 
in any case where the dwelling is not approved for mortgage insurance 
prior to the beginning of construction, unless the construction of the 
dwelling was completed more than one year prior to the application 
for mortgage insurance, 90 per centui.a)] of [$9,000] $10,000 of the 
Ae value (as of the date the mortgage is accepted for insur- 
ance), [and (ii) 75 per centum of such value in excess of $9,000, 
except that the President may increase such dollar amounts up to 
not to exceed $10,000 if, after taking into consideration the general 
effect of such higher dollar amounts upon conditions in the building 
industry and upon the national economy, he determines such action 
to be in the rblas interest] (iz) 80 per centum of such value in excess 
of $10,000 but not in excess of $16,000, and (iit) 70 per centum of such 
value in excess of $16,000: Provided, That if the mortgagor is not the 
occupant of the property the principal obligation of the mortgage 
shall not exceed an amount equal to 85 per centum of the amount 
computed under the foregoing provisions of this paragraph (2): 
Provided further, That the mortgagor shall have paid on account of 
the property at least [5] 4 per centum (or such larger amount as the 
Commissioner may determine) of the Commissioner’s estimate of 
the cost of acquisition in cash or its equivalent [except that], except 
as provided in subsection (7) in the case of a mortgagor who is a qualified 
veteran, and except that with respect to a mortgage executed by a 
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mortgagor who is sixty years of age or older as of the date the mortgage 
is accepted for insurance, the mortgagor’s payment required by this 
proviso may be paid by a corporation or person other than the mort- 
gagor under such terms and conditions as the Commissioner may 
rescribe. 

. (3) Have a maturity satisfactory to the Commissioner, but not to 
exceed, in any event, thirty years from the date of the insurance of the 
mortgage or three-quarters of the Commissioner’s estimate of the re- 
eae ecoiomic life of the building improvements, whichever is the 
esser. 

(4) Contain complete amortization provisions satisfactory to the 
Commissioner requiring periodic payments by the mortgagor not in 
excess of his reasonable ability to pay as determined by the Commis- 
sioner. 

(5) Bear interest (exclusive of premium charges for insurance, and 
service charges if any) at not to exceed 5 per centum per annum on 
the amount of the principal obligation outstanding at any time, [or not 
to exceed] or, ercept in the case of a mortgage to which subsection (j) 
applies, not to exceed such per centum per annum not in excess of 6 
per centum as the Commissioner finds necessary to meet the mortgage 
market. 

(6) Provide, in a manner satisfactory to the Commissioner, for the 
application of the mortgagor’s periodic payments (exclusive of the 
amount allocated to interest and to the premium charge which is 
required for mortgage insurance as hereinafter provided) to amortiza- 
tion of the principal of the mortgage. 

(7) Contain such terms and provisions with respect to insurance, 
repairs, alterations, payment of taxes, default reserves, delinquency 
charges, foreclosure proceedings, anticipation of maturity, additional 
and secondary liens, and other matters as the Commissioner may in 
his descretion prescribe. 

(8) Cover a dweiling which is approved for mortgage insurance prior to 
the beginning of construction, or the construction of which shall have been 
completed more than one year prior to the application for such insurance; 
except that the Commissioner, under such terms and conditions as he 
may prescribe, may waive the requirement of this paragraph. 

(c) The Commissioner is authorized to fix a premium charge for the 
insurance of mortgages under this title but in the case of any mortgage 
such charge shall not be less than an amount equivalent to ne hal of 
1 percentum per annum nor more than an amount equivalent to 1 
percentum per annum of the amount of the principal obligation of 
the mortgage outstanding at any time, without taking into account 
delinquent payments or prepayments: Provided, That a premium 
charge so fixed and computed shall also be applicable to each mort- 
gage insured prior to the date of enactment of the National Housing 
Act Amendments of 1938 in lieu of any premium charge which would 
otherwise become due after such date with respect to such mortgage: 
Provided further, That in the case of any mortgage described in section 
203 (b) (2) (B) and accepted for insurance after such date and prior 
to July 1, 1939, the premium charge shall be one-fourth of 1 per 
centum per annum on such outstanding principal obligation. Such 
premium charges shall be payable by the mortgagee, either in cash, or 
in debentures issued by the Commissioner under this title at par plus 
accrued interest, in such manner as may be prescribed by the Com- 
missioner: Provided, That debentures presented in payment of premium 
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charges shall represent obligations of the particular insurance fund to 
which such premium charges are to be credited: Provided further, That 
the Commissioner may require the payment of one or more such pre- 
mium cherges at the time the mortgage is insured, at such discount rate 
as he may prescribe not in excess of the interest rate specified in the 
mortgage. If the Commissioner finds upon the presentation of a 
mortgage for insurance and the tender of the initial premium charge or 
charges so required that the mortgage complies with the provisions of 
this section, such mortgage may be accepted for insurance by endorse- 
ment or otherwise as the Commissioner may prescribe; but no mort- 
gage shall be accepted for insurance under this section unless the Com- 
missioner finds that the project with respect to which the mortgage is 
executed is economically sound. In the event that the principal 
obligation of any mortgage accepted for insurance under this title is 
paid in full prior to the maturity date, the Commissioner is further 
authorized in his discretion to require the payment by the mortgagee 
of an adjusted premium charge in such amount as the Commissioner 
determines to be equitable, but not in excess of the aggregate amount 
of the premium charges that the mortgagee would otherwise have been 
required to pay if the mortgage had continued to be insured until such 
maturity date; and in the event that the principal obligation is paid in 
full as herein set forth, the Commissioner is authorized to refund to the 
mortgagee for the account of the mortgagor all, or such portion as he 
shall determine to be equitable, of the current unearned premium 
charges theretofore paid. 

(d) The Commissioner is authorized to insure, pursuant to the 
provisions of this section, any mortgage which (A) covers a farm 
upon which a farm house or other farm buildings are to be constructed 
or repaired, and (B) otherwise would be eligible for insurance under 
the provisions of paragraph (b) of this section: Provided, That the 
construction and repairs to be undertaken on such farm shall involve 
the expenditure for materials and labor of an amount not less than 15 
per centum of the total principal obligation of said mortgage: And 
provided further, That no mortgage shall be insured pursuant to this 
subsection after the effective date of the Housing Act of 1954, except 
pursuant to a commitment to insure issued on or before such date. 

(e) Any contract of insurance heretofore or hereafter executed by 
the Commissioner under this title shall be conclusive evidence of the 
eligibility of the mortgage for insurance, and the validity of any con- 
tract of insurance so executed shall be incontestable in the hands of an 
approved mortgagee from the date of the execution of such contract, 
except for fraud or misrepresentation on the part of such approved 
mortgagee. 

(f) Repealed. 

(g) Repealed. 

(bh) Notwithstanding any other provision of this section, the Com- 
missioner is authorized to insure any mortgage which involves a prin- 
cipal obligation not in excess of $12,000 and not in excess of 100 per 
centum of the appraised value of a property upon which there is located 
a dwelling designed principally for a single-family residence, where 
the mortgagor is the owner and occupant and establishes (to the satis- 
faction of the Commissioner) that his home which he occupied as an 
owner or as a tenant was destroyed or damaged to such an extent that 
reconstruction is required as a result of a flood, fire, hurricane, earth, 
quake, storm, or other castastrophe which the President, pursuant to 
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section 2 (a) of the Act entitled “An Act to authorize Federal assist- 
ance to States and local governments in major disasters and for other 

urposes” (Public Law 875, Eighty-first Congress, approved Septem- 
ber 30, 1950), as amended, has determined to be a major disaster, 

(i) Notwithstanding any other provision of this section, the Com- 
missioner is authorized to insure any mortgage which involves a prin- 
cipal obligation not in excess of $6,650 and not in excess of 95 per 
centum of the appraised value, as of the date the mortgage is accepted 
for insurance, of a property in an area where the Commissioner finds 
it is not practicable to obtain conformity with many of the require- 
ments essential to the insurance of mortgages on housing in built-up 
urban areas, upon which there is located a dwelling designed prin- 
cipally for a single family residence, and which is approved for mort- 
gage insurance prior to the beginning of construction: Provided, That 
(1), the mortgagor shall be the owner and occupant of the property at 
the time of insurance and shall have paid on account of the property 
at least 5 per centum of the Commissioner’s estimate of the cost of 
acquisition in cash or its equivalent, or (2) the mortgagor shall be the 
owner and occupant of the property at the time of insurance, regardless 
of his credit standing, with whom a person or corporation having a 
credit standing diacieeay to the Commissioner, shall have entered 
into a written contract (a) to pay on behalf of the prospective owner 
and occupant all or part of the downpayment required by this para- 
graph agreeing to take as security a note from the latter bearing in- 
terest at the rate of not more than 4 per ceutum per annum, maturing 
after the last maturity date of principal due on the insured mortgage, 
with a right in the holder to accelerate maturity to a date following 
prepayment of the entire mortgage debt, under the terms of which 
note all rights of such person or corporation are subordinated to the 
rights of the mortgagee or assignees of the mortgagee, and (b) to 
guarantee payment of the insured mortgage by the owner and occu- 
pant according to the terms of the mortgage, or (3) shall be the builder 
constructing the dwelling; in which case the principal obligation shall 
not exceed 85 per centum of the appraised value of the property or 
$5,950: Provided further, That the Commissioner finds that the project 
with respect to which the mortgage is executed is an acceptable risk, 

iving consideration to the need for providing adequate eddie for 
Tanhilies of low and moderate income particularly in suburban and 
outlying areas or small communities: Provided further, That under the 
foregoing provisions of this subsection the Commissioner is authorized 
to insure any mortgage issued with respect to the construction of a 
farm home on a plot of land five or more acres in size adjacent to a 
public highway, the total amount of insurance outstanding at any 
one time under this proviso not to exceed $100,000,000. 

(7) (1) In any case where the mortgagor is a qualified veteran (as de- 
fined in paragraph (2)) and the mortgage covers property to be owned by 
him and occupied as his home, and such mortgage is otherwise eligible for 
insurance as provided in subsection (b), the percentages representing the 
maximum ratio of loan to value as prescribed in clauses (1), (11), and (110) 
of subsection (b) (2) are increased from 96, 80, and 70 per centum to 98, 
90, and 85 per centum, respectively, and the minimum amount of the 
mortgagor’s payment in cash or its equivalent as prescribed in the second 
proviso of subsection (b) (2) is decreased from 4 per centum to 2 per 
centum. 
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(2) For purposes of this section, the term “qualified veteran” means 
an individual to whom the Administrator of Veterans’ Affairs (or any 
officer or employee designated by him) has issued a certificate indicating 

such indivdual— 
(A) served in the active military or naval service of the United 
States at any time— 
(i) on or after September 16, 1940, and prior to July 26, 
1947, or 
(ii) on or after June 27, 1950, and prior to February 1, 1955; 
(B) has been discharged or released therefrom under conditions 
other than dishonorable after active service of ninety days or more, 
or by reason of an injury or disability incurred in or aggravated 
by service in line of duty; and 
(C) either (i) has not obtained a loan for any of the purposes 
described in subsection (a) or (ce) of section 501 of the Servicemen’s 
Readjustment Act of 1944 which is guaranteed or insured under 
title III of that Act, and has not obtained a direct loan made under 
section 512 of that Act, or (vi) if he has obtained any such loan, has 
had the full amount by which his guaranty entitlement under that 
title was charged on account of such loan restored to him, and has not 
thereafter obtained any such loan. 
The term “qualified veteran” also includes an individual to whom the 
Administrator of Veterans’ Affairs (or any officer or employee designated 
by him) has issued a certificate indicating that such indwidual is the un- 
remarried widow of a person who died (either in service described in sub- 
paragraph (A) or after separation from such service under conditions 
other than dishonorable) as a result of injury or disease incurred in or 
aggravated by such service in line of duty, that at the time of his death such 
person met the requirements of subparagraphs (A) and (C), and that such 
widow meets the requirements of subparagraph (C) but not the require- 
ments of subparagraphs (A) and (B). After issuing a certificate to any 
individual under either of the preceding sentences, the Administrator of 
Veterans’ Affairs shall not guarantee or insure any loan obtained by such 
individual for any of the purposes described in subsection (a) or (c) of 
section 501 of the Servicemen’s Readjustment Act of 1944, or make any 
direct loan to such individual under section 512 of that Act, without first 
canceling or revoking such certificate. 

(3) The Commissioner, in order to avoid abuses in connection with the 
insurance of mortgages to which this subsection applies, may in his dis- 
cretion (A) establish a maximum sales price for any property covered by 
such a mortgage, (B) issue a certificate setting forth the price so established 
for such property, and (C) require as a condition of eligibility for insur- 
ance that the price for which such property is being sold shall be not in 
excess of the price so established. 

(4) Notwithstanding subsection (c) or any other provision of this 
section, no premium charge shall be required or imposed under this 
section for the insurance of any mortgage to which this subsection applies. 

(5) The mortgagor under any mortgage to which this subsection applies 
shall have the right to prepay the debt in whole or in part, in such manner 
and under such terms and conditions as the Commissioner may prescribe, 
without penalty or charge because of such prepayment. 

(6) If a mortgagor is a qualified veteran (as defined in paragraph (2)) 
and the provisions of this subsection apply to the mortgage at the time of 
its insurance under this section, such provisions shall thereafter apply to 
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such mortgage without regard to whether or not any subsequent mortgagor 
under such mortgage is a qualified veteran (as so defined). 

(7) If an individual is or has been the original mortgagor under a 
mortgage insured as provided in this subsection, the provisions of this 
subsection shall not apply to any other mortgage under which such indi- 
vidual is the original mortgagor. 

(8) This subsection shall apply with respect to any mortgage only if— 

(A) the mortgagor is a qualified veteran by virtue of service de- 
scribed in paragraph (2) (A) (1) and the commitment for the insur- 
ance of such mortgage 1s issued before the expiration of a period, 
computed from July 25, 1958, equal to (i) one year for each year 
or part thereof during which the mortgagor performed such service 
but not exceeding a total of four years or (ii) four years without re- 
gard to length of service in the case of a mortgagor who was discharged 
or released from such service under conditions other than dishonor- 
able by reason of an injury or disability incurred in or aggravated 
by service in line of duty, or in the case of a mortgagor who is a 
widow described in the next to last sentence of paragraph (2); or 

(B) the mortgagor is a qualified veteran by virtue of service de- 
scribed in paragraph (2) (A) (i) and the commitment for the insur- 
ance of such mortgage 1s issued before February 1, 1965. 

The certificate issued to the mortgagor under paragraph (2) shall contain 
a statement of his service and the nature of his discharge or release (or, if 
the mortgagor is a widow described in the neat to last sentence of paragrap 
(2), a@ statement of her husband’s service and the nature of his discharge 
or release, if any), and such statement shall be conclusive evidence of such 
service and the nature of such discharge or release for purposes of this 
paragraph. 

(k) (1) There is hereby created a Veterans’ Housing Insurance Fund 
to be used by the Commissioner as a revolving fund to carry out the pro- 
visions of subsection (7). Any appraisal and other fees and other income 
recewed in connection with the insurance of any mortgage to which sub- 
section (7) applies, the receipts derived from the property covered by such 
mortgage, and claims assigned to the Commissioner in connection there- 
with shall be credited to the Veterans’ Housing Insurance Fund. The 
principal of, and interest paid and to be paid on, debentures issued in 
connection with the payment of insurance on mortgages to which subsec- 
(7) applies, and cash adjustments and expenses incurred in the handling, 
management, renovation, and disposal of properties acquired in connec- 
tion with such mortgages, shall be charged to the Veterans’ Housing 
Insurance Fund. General expenses of operation, including administra- 
tive expenses, of the Federal Housing Administration incurred under sub- 
section (j) shall be charged to the Veterans’ Housing Insurance Fund. 
Moneys in that Fund not needed for the current operation of the Federal 
Housing Administration under subsection (7) shall be deposited with the 
Treasurer of the United States to the credit of that Fund, or invested in 
bonds or other obligations of, or in bonds or other obligations guaranteed 
as to principal and interest by, the United States. The Commissioner 
may, with the approval of the Secretary of the Treasury, purchase in the 
open market debentures issued in connection with the payment of insur- 
ance on mortgages to which subsection (j) applies. Such purchases shall 
be made at a price which will provide an investment yield of not less 
than the yield obtainable from other investments authorized by this a 
graph. Debentures so purchased shall be cancelled and not reissued. 
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(2) The provisions of section 204 shall apply to mortgages to which 
subsection (7) applies in the same manner as they apply to other mortgages 
insured under this section, except that (A) such provisions shall not apply 
to any mortgage assigned to the Commissioner under section 2065 of the 
Housing Act of 1957, and (B) with respect to mortgages to which sub- 
section (j) applies, all references to the “Fund” or “Mutual Mortgage 
Insurance Fund” shall refer to the Veterans’ Housing Insurance Fund. 
The first proviso of the second sentence of subsection (c) of this section 
shall not apply to mortgages to which subsection (7) applies. 

(3) There are authorized to be appropriated to the Veterans’ Housing 
Insurance Fund such sums as may be necessary to provide for the pay- 
ment of insurance on mortgages to which subsection (7) applies (including 
mortgages assigned to the Commissioner under section 205 of the Housing 
Act of 1957), and for the payment of all other expenses chargeable to such 
Fund. Any sums transferred to such Fund pursuant to section 219 
shall be repaid, from amounts appropriated pursuant to this paragraph, 
to the Insurance Fund from hick such sums were transferred. 


PAYMENT OF INSURANCE 


Src. 204. (a) In any case in which the mortgagee under a mortgage 
insured under section 203 or section 210 shall have foreclosed and taken 
possession of the mortgaged property in accordance with regulations of, 
and within a period to be determined by, the Commissioner, or shall, 
with the consent of the Commissioner, have otherwise acquired such 
property from the mortgagor after default, the mortgagee shall be 
entitled to receive the benefit of the insurance as hereinafter provided, 
upon (1) the prompt conveyance to the Commissioner of title to the 
property which meets the requirements of rules and regulations of the 
Commissioner in force at the time the mortgage was insured, and which 
is evidenced in the manner prescribed by such rules and regulations, 
and (2) the assignment to him of all claims of the morgagee against 
the mortgagor or others, arising out of the mortgage transaction or 
foreclosure proceedings, except such claims as may have been released 
with the consent of the Commissioner. Upon such conveyance and 
assignment the obligation of the mortgagee to pay the premium charges 
for insurance shall cease and the Commissioner shall, subject to the 
cash adjustment hereinafter provided, issue to the mortgagee deben- 
tures having a total face value equal to the value of the mortgage and 
a certificate of claim, as hereinafter provided. For the purposes of this 
subsection, the value of the mortgage shall be determined, in accord- 
ance with rules and regulations prescribed by the Commissioner, by 
adding to the amount of the original principal obligation of the mort- 
gage which was unpaid on the date of the institution of foreclosure 
proceedings, or on the date of the acquisition of the property after 
default other than by foreclosure, the amount of all payments which 
have been made by the mortgagee for taxes, ground rents, and water 
rates, which are liens prior to the mortgage, special assessments which 
are noted on the application for insurance or which become liens after 
the insurance of the mortgage, insurance on the mortgaged property, 
and any mortgage insurance premiums paid after either of such dates, 
and any tax imposed by the United States upon any deed or other 
instrument by which said property was acquired by the mortgagee and 
transferred or conveyed to the Commissioner, and by deducting from 
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such total amount any amount received on account of the mortgage 
after either of such dates, and any amount received as rent or other in- 
come from the property, less reasonable expenses incurred in handling 
the property, after either of such dates: Provided, That with respect to 
mortgages which are accepted for insurance under section 203 (b) (2) 
(B) of this Act, and which are foreclosed before there shall have been 
paid on account of the principal obligation of the mortgage a sum equal 
to 10 per centum of the appraised value of the property as of the date 
the mortgage was accepted for insurance there may be included in the 
debentures issued by the Commissioner, on account of foreclosure costs 
actually paid by the mortgage and approved by the Commissioner an 
amount not in excess of 2 per centum of the unpaid principal of the 
mortgage as of the date of the institution of foreclosure proceedings, 
but in no event in excess of $75: And provided further, That with re- 
spect to mortgages which are accepted for insurance under section 203 
(b) (2) (D) or under the second proviso of section 207 (c) (2) of this 
Act, or under section 213 of this Act, or with respect to any mortgage 
accepted for insurance under section 203 on or after the effective date 
of the Housing Act of 1954, there may be included in the debentures 
issued by the Commissioner on account of the cost of foreclosure (or 
of acquiring the property by other means) actually paid by the mort- 
gagee and approved by the Commissioner an amount not in excess of 
two-thirds of such cost or $75 whichever is the greater: And provided 
further, That with respect to mortgages to which the provisions of 
sections 302 and 306 of the Soldiers’ and Sailors’ Civil Relief Act of 
1940, as now or hereafter amended, apply and which are insured 
under section 203 of the National Housing Act, as now or hereafter 
amended, and subject to such regulations and conditions as the Com- 
missioner may prescribe, there shall be included in the debentures an 
amount which the Commissioner finds to be sufficient to compensate 
the mortgagee for any loss which it may have sustained on account of 
interest on debentures and the payment of insurance premiums b 
reason of its having postponed the institution of foreclosure sneaeall 
ings or the acquisition of the property by other means during any part 
or all of the period of such military service and three months thereafter: 
And provided further, That, notwithstanding any requirement con- 
tained in this Act that debentures may be issued only upon acquisition 
of title and possession by the mortgagee and its subsequent conveyance 
and transfer to the Commissioner, and for the purpose of avoiding 
unnecessary conveyance expense in connection with payment of insur- 
ance benefits under the provisions of this Act, the Commissioner is 
authorized, subject to such rules and regulations as he may prescribe, 
to permit the mortgagee to tender to the Commissioner a satisfactory 
conveyance of title and transfer of possession direct from the mortgagor 
or other appropriate grantor and to pay the insurance benefits to the 
mortgagee which it would otherwise be entitled to if such conveyance 
had been made to the mortgagee and from the mortgagee to the 
Commissioner. 

(b) The Commissioner may at any time, under such terms and 
conditions as he may prescribe, consent to the release of the mortgagor 
from his liability under the mortgage or the credit instrument secured 
thereby, or consent to the release of parts of the mortgaged property 
from the lien of the mortgage. 
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(c) Debentures issued under this section shall be in such form and 
denominations in multiples of $50, shall be subject to such terms and 
conditions, and shall include such provisions for redemption, if any, 
as may be prescribed by the Commissioner with the approval of the 
Secretary of the Treasury, and may be in coupon or registered form. 
Any difference between the value’of the mortgage determined as herein 
provided and the aggregate face value of the debentures issued, not 
to exceed $50, shall be adjusted by the payment of cash by the 
Commissioner to the mortgagee from the Fund as to mortgages 
insured under section 203 and from the Housing Fund as to mortgages 
insured under section 210. 

(d) The debentures issued under this section to any mortgagee with 
respect to mortgages insured under section 203 shall be executed in 
the name of the Mutual Mortgage Insurance Fund as obligor, shall be 
signed by the Commissioner by either his written or engraved signa- 
ture, and shall be negotiable and the debentures issued under this 
section to any mortgagee with respect to mortgages insured under 
section 210 shall be executed in the name of the Housing Insurance 
Fund as obligor, shall be signed by the Commissioner by either his 
written or engraved signature, and shall be negotiable. All such 
debentures shall be dated as of the date foreclosure proceedings were 
instituted, or the property was otherwise acquired by the mortgagee 
after default, and shall bear interest from such date at a rate [deter- 
mined by the Commissioner, with the approval of the Secretary of the 
Treasury, at the time the mortgage was offered for insurance, but not 
to exceed 3 per centum per annum] established by the Commissioner 

ursuant to section 224, payable semiannually on the Ist day of 

anuary and the Ist day of July of each year, and shall mature 
twenty years after the date thereof. Such debentures as are issued 
in exchange for property covered by mortgages insured under section 
203 or section 207 prior to the date of enactment of the National 
Housing Act Amendments of 1938 shall be subject only to such Fed- 
eral, State, and local taxes as the mortgages in exchange for which they 
are issued would be subject to in the hands of the holder of the deben- 
tures and shall be a liability of the Fund, but such debentures shall be 
fully and unconditionally guaranteed as to principal and interest by 
the United States; but any mortgagee entitled to receive any suc 
debentures may elect to receive in lieu thereof a cash adjustment and 
debentures issued as hereinafter provided and bearing the current rate 
of interest. Such debentures as are issued in exchange for property 
covered by mortgages insured after the date of enactment of the 
National Housing Act Amendments of 1938 shall be exempt, both as 
to principal and interest, from all taxation (except surtax, estate, 
inheritance, and gift taxes) now or hereafter imposed by the United 
States, by any Territory, dependency, or possession thereof, or by 
any State, county, municipality, or local taxing authority; and such 
debentures shall be paid out of the Fund, or the Housing Fund, as the 
case may be, which shall be primarily liable therefor, and they shall 
be fully and unconditionally guaranteed as to principal and interest 
by the United States, and such guaranty shall be expressed on the 
face of the debentures. In the event that the Fund or the Housing 
Fund fails to pay upon demand, when due, the principal of or interest 
on any debentures issued under this section, the Secretary of the 
Treasury shall pay to the holders the amount thereof which is hereby 
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authorized to be appropriated, out of any money in the Treasury not 
otherwise appropriated, and thereupon to the extent of the amount 
so paid the Secretary of the Treasury shall succeed to all the rights 
of the holders of such debentures. 

(e) The certificate of claim issued by the Commissioner to any 
mortgagee shall be for an amount which the Commissioner determines 
to be sufficient, when added to the face value of the debentures issued 
and the cash adjustment paid to the mortgagee, to equal the amount 
which the mortgagee would have received if, at the time of the convey- 
ance to the Commissioner of the property covered by the mortgage 
the mortgagor had redeemed the property and paid in full all obliga- 
tions under the mortgage and a reasonable amount for necessary 
expenses incurred by the mortgagee in connection with the foreclosure 
proceedings, or the acquisition of the mortagged property otherwise, 
and the conveyance thereof to the Commissioner. Hach such certificate 
of claim shall provide that there shall accrue to the holder of such 
certificate with respect to the face amount of such certificate, an incre- 
ment at the rate of 3 per centum per annum which shall not be 
compounded. ‘The amount to which the holder of any such certificate 
shall be entitled shall be determined as provided in subsection (/f). 

(f) If the net amount realized from any property conveyed to the 
Commissioner under this section and the claims assigned therewith, 
after deducting all expenses incurred by the Commissioner in handling, 
dealing with, and disposing of such property and in collecting rao 
claims, exceeds the face value of the debentures issued and the cash 
paid in exchange for such property plus all interest paid on such 
debentures, such excess shall be divided as follows: 

(1) If such excess is greater than the total amount payable under 
the certificate of claim issued in connection with such property, the 
Commissioner shall pay to the holder of such certificate the full amount 
so payable, and any excess remaining thereafter shall be paid to the 
mortgagor of such property if the mortgage was insured under section 
203 and shall be retained by the Commissioner and credited to the 
Housing Insurance Fund if the mortgage was insured under section 
207; and 

(2) If such excess is equal to or less than the total amount payable 
under such certificate of claim, the Commissioner shall pay to the 
holder of such certificate the full amount of such excess. 

Notwithstanding any other provisions of this section, the Commis- 
sioner is authorized, with respect to mortgages insured pursuant to 
commitments for insurance issued after the date of enactment of the 
Housing Amendments of 1955, and, with the consent of the mortgagee 
or mortgagor, as the case may be, with respect to mortgages insured 
pursuant to commitments issued prior to such date, to effect the settle- 
ment of certificates of claim and refunds to mortgagors at any time 
after the sale or transfer of title to the property conveyed to the Com- 
missioner under this section and without awaiting the final liquidation 
of such property for the purpose of determining the net amount to be 
realized therefrom. 

(g) Notwithstanding any other provision of law relating to the 
acquisition, handling, or disposal of real property by the United States, 
the Commissioner shall have power to deal with, complete, rent, reno- 
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vate, modernize, insure, or sell for cash or credit, in his discretion, 
any properties conveyed to him in exchange for debentures and cer- 
tificates of claim as provided in this section; and notwithstanding any 
other provision of law, the Commissioner shall also have power to 
pursue to final collection, by way of compromise or otherwise, all claims 
against mortgagors assigned by mortgagees to the Commissioner as 

rovided in this section: Provided, That section 3709 of the Revised 
Statutes shall not be construed to apply to any contract for hazard 
insurance, or to any purchase or contract for services or supplies on 
account of such property if the amount thereof does not exceed $1,000. 
The power to convey and to execute in the name of the Commissioner 
deeds of conveyance, deeds of release, assignments and satisfaction of 
mortgages, and any other written instrument relating to real property 
or any interest therein heretofore or hereafter acquired by the Com- 
missioner pursuant to the provisions of this Act, may be exercised by 
the Commissioner or by any Assistant Commissioner appointed by 
him, without the execution of any express delegation of power or power 
of attorney: Provided, That nothing in this subsection shall be con- 
strued to prevent the Commissioner from delegating such power by 
order or by power of attorney, is his discretion, to any officer, agent, or 
employee he may appoint. 

(h) No mortgagee or mortgagor shall have, and no certificate of 
claim shall be construed to give to any mortgagee or mortgagor, any 
right or interest in any property conveyed to the Commissioner or in 
any claim assigned to him; nor shall the Commissioner owe any duty 
to any mortgagee or mortgagor with respect to the handling or disposal 
of any such property or the collection of any such claim. 

(j) In the event that any mortgagee under a mortgage insured under 
section 203 forecloses on the mortgaged property but does not convey 
such property to the Commissioner in accordance with this section, and 
the Commissioner is given written notice thereof, or in the event that 
the mortgagor pays the obligation under the mortgage in full prior to 
the maturity thereof, and the mortgagee pays any adjusted premium 
charge required under the provisions of section 203 (c), and the Com- 
missioner is given written notice by the mortgagee of the payment of 
such obligation, the obligation to pay any subsequent premium charge 
for insurance shall cease, and all rights of the mortgagee and the mort- 
gagor under this section shall terminate as of the date of such notice. 

(k) Notwithstanding any other provisions of this section or of section 
604 or 904, with respect to any dsbeniuives issued pursuant to thas section 
or section 604 or 904, the Commissioner may (1) include in such deben- 
tures reasonable payments made by the mortgagee, with the approval of 
the Commissioner, for the purpose of protecting, operating, or preserving 
the property, and taxes imposed upon any deed or other instrument by 
which the property was acquired by the mortgagee and transferred or con- 
veyed to the Commissioner, and (2) terminate the mortgagee’s obligation 
to pay mortgage insurance premiums upon receipt of an application for 
debentures filed by the mortgagee. 
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RENTAL HOUSING INSURANCE 
Sec. 207. (a) * * * 


* * * * * * * 


(c) To be eligible for insurance under this section a mortgage on 
any property or project shall involve a principal obligation in an 
amount— 

(1) not to exceed $12,500,000, or, if executed by a mortgagor com- 
ing within the provisions of paragraph numbered (b) (1) of this sec. 
tion, not to exceed $50,000,000; 

(2) not to exceed 90 per centum of the estimated value of the prop- 
erty or project (when the proposed improvements are completed): 
Provided, That except with respect to a mortgage executed by a mort- 
gagor coming within the provisions of paragraph numbered (b) (1) of 
this section or a mortgage on a trailer court or park, such mortgage 
shall not exceed the amount which the Commissioner estimates will 
the cost of the completed physical improvements on the property or 

roject exclusive of public utilities and streets and organization and 
egal expenses: And provided further, That the above limitations in 
this paragraph (2) shall not apply to mortgages on housing in the 
Territory of Alaska, or in Guam, but such a mortgage may involve a 
principal obligation in an amount not to exceed 90 per centum of the 
amount which the Commissioner estimates will be the replacement 
cost of the property or project when the propsoed improvements are 
completed (the value of the property or project as such term is used in 
this paragraph may include the land, the proposed physical improve- 
ments, utilities within the boundaries of the property or project, 
architect’s fees, taxes, and interest accruing during construction, and 
other miscellaneous charges incident to construction and approved by 
the Commissioner): And provided further, That nothing contained in 
this section shall preclude the insurance of mortgages covering exist- 
ing construction located in slum or blighted areas, as defined in para- 
graph numbered (5) of subsection (a) of this section, and the Bouse 
missioner may require such repair or rehabilitation work to be com- 
pleted as is, in his discretion, necessary to remove conditions detri- 
mental to safety, health, or morals; and 

(3) not to exceed, for such part of such property or project as may 
be attributable to dwelling use, $2,250 per room (or $8,100 per family 
unit if the number of rooms in such property or project is less than four 
per family unit) or not to exceed $1,000 per space or $300,000 per 
mortgage for trailer courts or parks: Provided, That as to projects to 
consist of elevator type structures, the Commissioner may, in his dis- 
cretion, increase the dollar amount limitation of $2,250 per room to not 
to exceed $2,700 per room and the dollar amount limitation of $8,100 
er family unit to not to exceed $8,400 per family unit, as the case may 
be} to compensate for the higher costs incident to the construction of 
elevator type structures of sound standards of construction and design; 
except that the Commissioner may, by regulation, increase any of the 
foregoing dollar amount limitations per room contained in this para- 
graph by not to exceed $1,000 per room in any geographical area where 
he finds that cost levels so require. 

Notwithstanding any of the limitations contained in paragraphs (2) 
and (3) of this subsection, if the entire property or project is specially 
designed for the use and occupancy of elderly persons in accordance 
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with standards established by the Commissioner and the mortgagor is 
a financially qualified nonprofit organization acceptable to the Com- 
missioner, the mortgage may involve a principal obligation not in 
excess of $8,100 per family unit (or $8,400 per family wnit in the case 
of projects to consist of elevator-type structures) for such part of such 
property as may be attributable to dwelling use and not in excess of 
90 per centum of the amount which the Commissioner estimates will 
be the replacement cost of such property or project when the pro- 
posed physical improvements are completed: Provided, That the 
Commissioner shall prescribe such procedures as in his judgment are 
necessary to secure to elderly persons priorities in occupancy of the 
units designed for their use, and may permit single elderly persons to 
use and occupy such units. 

The mortgage shall provide for complete amortization by periodic 
payments within such term as the Commissioner shall prescribe, and 
shall bear interest (exclusive of premium charges for insurance) at 
not to exceed 4 per centum per annum on the amount of the principal 
obligation outstanding at any time. The Commissioner may consent 
to the release of a part or parts of the mortgaged property from the 
lien of the mortgage upon such terms and conditions as he may pre- 
scribe and the mortgage may provide for such release. No mortgage 
shall be accepted for insurance under this section or section 210 unless 
the Commissioner finds that the property or project, with respect to 
which the mortgage is executed, is economically sound. Such property 
or project may include eight or more family units and may inelude 
such commercial and community facilities as the Commissioner deems 
adequate to serve the occupants. 

* x ~ * * * ea 


(i) Debentures issued under this section shall be executed in the 
name of the Housing Insurance Fund as obligor, shall be signed by 
the Commissioner, by either his written or engraved signature, shall be 
negotiable, and shall be dated as of the date of default as determined 
in subsection (g) of this section and shall bear interest from such date. 
They shall bear interest at a rate determined by the Commissioner, 
with the approval of the Secretary of the Treasury, at the time the 
mortgage was insured, but not to exceed 3 per centum per annum J 
established by the Commissioner pursuant to section 224, payable semi- 
annually on the Ist day of January and the Ist day of July of each 
year, and shall mature twenty years after the date thereof. Such 
debentures as are issued in exchange for mortgages insured after the 
date of enactment of the National Housing Act Amendments of 1938 
shall be exempt, both as to principal and interest, from all taxation 
(except surtaxes, estate, inheritance, and gift taxes) now or hereafter 
imposed by the United States, by any Territory, dependence, or pos- 
session thereof, or by any State, county, municipality, or local taxin 
authority. ‘They shall be paid out of the Housing Fund which shal 
be primarily liable therefor and they shall be fully and unconditionally 
guaranteed as to principal and interest by the United States, and such 
guaranty shall be expressed on the face of the debentures. In the 
event the Housing Fund fails to pay upon demand, when due, the 
principal of or interest on any debentures so guaranteed, the Secretary 
of the Treasury shall pay to the holders the amount thereof which is 
hereby authorized to be appropriated, out of any money in the 
Treasury not otherwise appropriated, and thereupon, to the extent 








54 HOUSING ACT OF 1957 





of the amount so paid, the Secretary of the Treasury shall succeed 
to all the rights of the holders of such debentures, 


* * * * * * * 


[E(q) In order to assure an adequate market for mortgages on 
cooperative-ownership projects and rental-housing projects for families 
of lower income and veterans of the character described in the second 
proviso of paragraph numbered (2) of subsection (c) of this section, 
the powers of the Federal National Mortgage Association and of any 
other Federal corporation or other Federal agency hereafter estab- 
lished, to make real-estate loans, or to purchase, service, or sell any 
mortgages, or partial interests therein, may be utilized in connection 
with projects of the character described in said proviso. ] 


* * * * * * * 


COOPERATIVE HOUSING INSURANCE 
Src. 213. (a) * * * 


* * x * * * * 


(e) The provisions of subsections (d), (e), (g), (h), (i), (j), (kK), @), 
(m), (n), and (p) of section 207 of this title shall be applicable to 
mortgages insured under this section except individual mortgages 
insured pursuant to subsection (d) of this section covering the indi- 
vidual dwellings in the project, and as to such individual mortgages 
the provisions of subsections (a), (c), (d), (e), (f), (g), [and (h)] 
(A), and (7) of section 204 shall be applicable. 


cK * * * * * * 


Suc. 219. Notwithstanding limitations contained in any other sec- 
tions of this Act as to the use of moneys credited to the Title I Housing 
Insurance Fund, the Housing Insurance Fund, the War Housing In- 
surance Fund, the Housing Investment Insurance Fund, the Military 
Housing Insurance Fund, the Defense Housing Insurance Fund, [or 
the Section 220 Housing Insurance Fund] the Section 220 Housing 
Insurance Fund, the Section 221 Housing Insurance Fund, the Veterans’ 
Housing Insurance Fund, or the Servicemen’s Mortgage Insurance 
Fund, the Commissioner is hereby authorized to transfer funds from 
any one or more of such Insurance Funds to any other such Fund in 
such amounts and at such times as the Commissioner may determine, 
taking into consideration the requirements of such Funds, cepersine 


and jointly to carry out effectively the insurance programs for whic 
such Funds were established. 


REHABILITATION AND NEIGHBORHOOD CONSERVATION HOUSING 
INSURANCE 


Src.220. (a) * * * 
~ *” * * * - * 
(f) The mortgagee shall be entitled to receive the benefits of the 
insurance as hereinafter provided— 
(1) as to mortgages meeting the requirements of paragraph (3) 
(A) of subsection (d) of this section, as provided in section 204 (a) 
of this Act with respect to mortgages insured under section 203; 
and the provisions of subsections (b), (c), (d), (e), (f), (g), [and 
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(h)] (h), and (7) of section 204 of this Act shall be applicable to 
such mortgages insured under this section, except that all refer- 
ences therein to the Mutual Mortgage Insurance Fund or the 
Fund shall be construed to refer to the Section 220 Housing 
Insurance Fund and all references therein to section 203 shall be 
construed to refer to this section; or 

(2) as to mortgages meeting the requirements of paragraph (3) 
(B) of subsection (d) of this section, as provided in section 207 (g) 
of this Act with respect to mortgages insured under said section 
207, and the provisions of subsections (h), (i), (j), (k), and (I) 
of section 207 of this Act shall be applicable to such mortgages 
insured under this section, and all references therein to the Hous- 
ing Insurance Fund or the Housing Fund shall be construed to 
refer to the Section 220 Housing Insurance Fund. 


~~ * 7 + ~ *” * 
Src. 221. (a) * * * 
* * « a . « a 


(g) The mortgagee shall be entitled to receive the benefits of the 
insurance as hereinafter provided— 

(1) as to mortgages meeting the requirements of paragraph (2) 
of subsection (d) of this section, as provided in section 204 (a) of 
this Act with respect to mortgages insured under section 203, and 
the provisions of subsections (b), (c), (d), (e), (f), (g), [and 
(h)] (A), and (7) of section 204 of this Act shall be applicable to 
such mortgages insured under this section, except that all refer- 
ences therein to the Mutual Mortgage Insurance Fund or the 
Fund shall be construed to refer to the Section 221 Housing 
Insurance Fund and all references therein to section 203 shall be 
construed to refer to this section; or 
* x * * * * * 


MORTGAGE INSURANCE FOR SERVICEMEN 


Suc. 222. (a) * * * 
. * . * * * * 


(e) The provisions of subsections (b), (c), (d), (e), (f), (g), [and 
(h)] (A), and (9) of section 204 shall apply to mortgages insured under 
this section, except that as applied to those mortgages (1) all refer- 
ences to the ‘‘Fund’’, or “Mutual Mortgage Insurance Fund”’, shall 
refer to the “Servicemen’s Mortgage Insurance Fund”, and (2) all 
references to “‘section 203” shall refer to this section. 
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TITLE III—FEDERAL NATIONAL MORTGAGE 
ASSOCIATION 


* * x * « * * 
CAPITALIZATION 


Suc. 303. (a) * * * 

(b) [The Association shall accumulate funds for its capital surplus 
account from private sources by requiring each mortgage seller to make 
payments of nonrefundable capital contributions equal to 2 per centum 
of the unpaid principal amounts of mortgages purchased or to be pur- 
chased by the ‘Ansbouition from such seller or equal to such other greater 
or lesser percentage, but not less than 1 per centum thereof, as the 
Association may determine from time to time, taking into consideration 
conditions in the mortgage market and the general economy.] The 
Association shall accumulate funds for its capital surplus account from 
private sources by requiring each mortgage seller to make payments of non- 
refundable capital contributions, equal to not more than 2 per centum nor 
less than 1 per centum of the unpaid principal amount of mortgages pur- 


chased or to be purchased by the Association from such seller under section . 


304, as determined from time to time by the Association, taking into con- 
sideration conditions in the mortgage market and the general economy; but 
payment of such capital contributions shall not be required in connection 
with any advance commitment to purchase such a mortgage unless the 
mortgage ts actually purchased pursuant to such commitment. In addi- 
tion, the Association may impose charges or fees for its services with 
the objective that all costs and expenses of its operations should be 
within its income derived from such operations and that such opera- 
tions should be fully self-supporting. All earnings from the operations 
of the Association shall annually be transferred to its general surplus 
account. At any time, funds of the general surplus account may, in 
the discretion of the board of directors, be transferred to reserves, 
All dividends shall be charged against the general surplus account. 
This subsection (b) shall be subject to the exceptions set forth in 
section 307 of this title. 
“ x x * * “ 


(d) Within ninety days following the effective date of the Housing 
Act of 1954, as of the day following a cutoff date to be determined by 
the Association, the Association is authorized and directed to issue 
and deliver to the Secretary of the Treasury, and the Secretary of the 
Treasury is authorized and directed to accept, preferred stock of the 
Association having an aggregate par value equal to the sum of (1) 
the amount of $21,000,000 (being the amount of the original subscrip- 
tion for capital stock of $20,000,000 and paid-in surplus of $1,000,000 
of the Association) and (2) an amount equal to the Association’s sur- 
plus, surplus reserves, and undistributed earnings, computed as of the 
close of the cutoff date. In addition to the preferred stock provided 
for in the first sentence of this subsection, the Association is authorized 
and directed to issue and deliver to the Secretary of the Treasury, 
and the Secretary of the Treasury is authorized and directed to accept, 
preferred stock of the Association having an aggregate par value equal 
to [$50,000,000] $150,000,000. 

(e) The preferred stock of the Association delivered to the Secre- 
tary of the Treasury pursuant to the first sentence of subsection (d) 


a 2 > 





—-—PtroO 


=~ + © weet CK OC ® 


re 


. pea pn ee oe ee ol 








8 


T- 
er 


n 
he 
or 
I~ 
= 
mn 


Le 


i- 


BPSYPRBaat oa 


HOUSING ACT OF 1957 57 


of this section shall be in exchange for (1) the note or notes evidencing 
the aforesaid original $21,000,000 (upon which the accrued interest 
shall have been paid through the cutoff date referred to in subsection 
(d) of this section), and (2) the release to the Association of any and 
all rights or claims which the United States might otherwise have or 
claim in and to the Association’s capital, er surplus reserves, and 
undistributed earnings, computed as of the close of the aforesaid cutoff 
date. The preferred stock of the Association delivered to the Secre- 
tary of the Treasury pursuant to the second sentence of subsection 
(d) of this section shall be in exchange for a note or notes of the 
Association, aggregating [$50,000,000] $150,000,000 in principal 
amount (and upon which the accrued interest shall have been paid 
through the date of delivery), held by the Secretary of the Treasury 
pursuant to the authority contained in section 304 (c). 
* * * * . * © 


SECONDARY MARKET OPERATIONS 


Sec. 304. (a) * * * 


* * * * * * * 


(c) The Secretary of the Treasury is authorized in his discretion 
to purchase any obligations issued pursuant to subsection (b) of this 
section, as now or hereafter in force, and for such purpose the Secre- 
tary of the Treasury is authorized to use as a public debt transaction 
the proceeds of the sale of any securities hereafter issued under the 
Second Liberty Bond Act, as now or hereafter in force, and the pur- 
poses for which securities may be issued under the Second Liberty 
Bond Act, as now or hereafter in force, are extended to include such 
purchases. The Secretary of the Treasury shall not at any time pur- 
chase any obligations under this subsection if (1) all of the preferred 
stock of the Association held by the Secretary of the Treasury has been 
retired, or (2) such purchase would increase the aggregate principal 
amount of his then outstanding holdings of such obligations under this 
subsection to an amount greater than [$1,350,000,000] $2,600,000,000. 
Each purchase of obligations by the Secretary of the Treasury under 
this subsection shall be upon such terms and conditions as to yield 
a return at a rate determined by the Secretary of the Treasury, taking 
into consideration the current average rate on outstanding market- 
able obligations of the United States as of the last day of the month 
preceding the making of such purchase. The Secretary of the Treas- 
ury may, at any time, sell, upon such terms and conditions and at such 
price or prices as he shall determine, any of the obligations acquired 
by him under this subsection. All redemptions, purchases, and sales 
by the Secretary of the Treasury of such obligations under this sub- 
section shall be treated as public debt transactions of the United States. 

* * * « * ” + 


SPECIAL ASSISTANCE FUNCTIONS 


Src. 305. (a) * * * 

(b) The operations of the Association under this section shall be 
confined, so far as practicable, to mortgages (including participations) 
which are deemed by the Association to be of such quality as to meet, 
substantially and generally, the purchase standards imposed by pri- 
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vate institutional mortgage investors but which, at the time of sub- 
mission of the mortgages to the Association for purchase, are not 
necessarily readily acceptable to such investors. [Notwithstanding 
any other provision of this section, the price to be paid by the Asso- 
ciation for mortgages purchased in its operations under this section, 
during a period of one year from the date of the enactment of the 
Housing Act of 1956, shall be net less than 99 per centum of the 
unpaid principal amount thereof ai the time of purchase, with adjust- 
ments for interest and any comparable items. The Association shall 
impose charges or fees for its services under this section with the 
objective that all costs and expenses of its operations under this section 
should be within its income derived from such operations and that 
such operations should be fully self-supporting.] Notwithstanding any 
other provision of this section, the price to be paid by the Association for 
mortgages purchased in its operations under this section shall be not less 
than the unpaid principal amount thereof at the time of purchase, with 
adjustments for interest and any comparable items. The Association 
shall impose charges or fees for its services under this section, in an amount 
not to exceed 1 per centum of the unpaid principal amount of any mortgage 
for its commitment and its purchase of such mortgage, with the objective 
that all costs and expenses of its operations under this section should be 
within its income derived from such operations and that such operations 
should be fully self-supporting. Not more than one-half of the charges 
or fees imposed under the preceding sentence with respect to any mortgage 
shall be collected at the time of the issuance of the commitment with respect 
to such mortgage, and the balance of such charge or fee shall be collected 
at the time of the purchase of the mortgage. 

(c) The total amount of purchases and commitments authorized 
by the President pursuant to subsection (a) of this section shall not 
exceed [$200,000,000] $450,000,000 outstanding at one time timef[: 
Provided, That notwithstanding such limitation, the President pur- 
suant to subsection (a) of this section may also authorize the Asso- 
ciation to exercise its powers to enter into commitments to purchase 
immediate participations and to make related deferred participation 
agreements as hereinafter in this subsection provided, but only to the 
extent that the total amount of such immediate participation com- 
mitments and purchases pursuant thereto (but not including the 
amount of any related deferred participation agreements or purchases 
pursuant thereto) shall not in any event exceed $100,000,000 out- 
standing at any one time, and any such deferred participation agree- 
ments shall be made by the Association only on the basis of a com- 
mitment by it to purchase an immediate participation of a 20 per 
centum undivided interest in each mortgage and a related deferred 
participation agreement by the Association to purchase the remaining 
outstanding interest in such mortgage conditional upon the occur- 
rence of such a default as gives rise to the right to foreclose]. 

* x * * * * * 


(f) Notwithstanding any other provision of this Act, the Associa- 
tion is authorized to make commitments to purchase and to purchase, 
service, or sell, any mortgage (or participation therein) which is in- 
sured under title VIII of this Act, as amended on or after August 
11, 1955: Provided, That the total amount of purchases and commit- 
ments authorized by this subsection shall not exceed [200,000,000] 
$500 ,000,000 outstanding at any one time. 

* . 
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GENERAL POWERS 
Sec. 309. (a) * * * 


* * * * * * 


(c) The Association, including its franchise, capital, reserves, sur- 
plus, mortgages, and income shall be exempt from all taxation now 
or hereafter imposed by the United States, by any territory, depend- 
ency, or possession thereof, or by any State, county, municipality, or 
local taxing authority, except that (1) any real property of the 
Association shall be subject to State, territorial, county, municipal, 
or local taxation to the same extent according to its value as other 
real property is taxed, and (2) the Association shall, with respect 
to its secondary market operations under section 304 after the cutoff 
date referred to in section 303 (d) of this title, pay annually to the 
Secretary of the Treasury, for covering into miscellaneous receipts, 
an amount equivalent to the amount of Federal income taxes for 
which it would be subject if it were not exempt from such taxes with 
respect to such secondary market operations. Jn computing such 
equivalent amount, there shall be deducted from the gross income of the 
Association, with respect to such secondary market operations, all ex- 
penses and other deductions which would be authorized by the Federal 
ancome tax laws to be deducted if the Association were not exempt from 
such taxes with respect to such secondary market operations and all 
amounts paid to the Secretary of the Treasury as a return on his invest- 
ment in the securities of the Association. 

~ + x * * om * 


TITLE VIII—ARMED SERVICES HOUSING MORTGAGE 
INSURANCE 


* * * * * * * 


Src. 803. (a) In order to assist in relieving the acute shortage and 
urgent need for family housing which now exists at or in areas adja- 
cent to military installations because of uncertainty as to the perma- 
nency of such installations and to increase the supply of necessary 
family housing accommodations for personnel at such installations, the 
Commissioner is authorized, upon application of the mortgagee, to 
insure mortgages (including advances on such mortgages during con- 
struction) which are eligible for insurance as hereinafter provided, and, 
upon such terms as the Commissioner may prescribe, to make com- 
mitments for so insuring such mortgages prior to the date of their 
execution or disbursement thereon: Promded, That the aggregate 
amount of principal obligations of all mortgages insured under this 
title (except mortgages insured pursuant to the provisions of this title 
in effect prior to the enactment of the Housing Amendments of 1955) 
shall not exceed $2,300,000,000: And provided further, That the limi- 
tation in section 217 of this Act shall not apply to this title: And pro- 
vided further, That no mortgage shall be insured under this title after 
June 30, [1958] 1959, except pursuant to a commitment to insure 
issued before such date. 

(b) To be eligible for insurance under this title a mortgage shall 
meet the following conditions: 

(1) The mortgaged property shall be held by a mortgagor ap- 
proved by the Commissioner. The Commissioner may, in his discre- 
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tion require such mortgagor to be regulated or restricted as to capital 
structure, and methods of operation. The Commissioner may make 
such contracts with, and acquire for not to exceed $100 stock or inter- 
est in, any such mortgagor, as the Commissioner may deem necessary 
to render effective such restriction or regulation. Such stock or inter. 
est shall be paid for out of the Armed Services Housing Mortgage 
Insurance Fund, and shall be redeemed by the mortgagor at par upon 
the termination of all obligations of the Commissioner under the 
insurance. 

(2) The mortgaged property shall be designed for use for resi- 
dential purposes by personnel of the armed services and situated at 
or near a military installation, and the Secretary or his designee shall 
have certified that there is no intention, so far as can reasonably be 
foreseen, to substantially curtail the personnel assigned or to be 
assigned to such installation, and (i) shall have determined that for 
reasons of safety, security, or other essential military requirements, 
it is necessary that the personnel involved reside in public quarters 
(Provided, however, That for the purposes of this subsection housing 
covered by a mortgage insured, or for which a commitment to insure 
has been issued, under section 803 prior to the enactment of the 
“Housing Amendments of 1955’? may be considered the same as 
available quarters), and (ii) with the approval of the Commissioner, 
shall have determined that adequate housing is not available for such 
personnel at reasonable rentals within reasonable commuting dis- 
tance of the installation and that the mortgaged property will not, so 
far as can reasonably be foreseen, substantially curtail occupancy in 
existing housing covered by mortgages insured under this Act. The 
housing accommodations shall comply with such standards and con- 
ditions as the Commissioner may prescribe to establish the accepta- 
bility of such property for mortgage insurance, except that the certifi- 
cation of the Secretary of Defense or his designee shall (for purposes 
of mortgage insurance under this title) be conclusive evidence to the 
Commissioner of the existence of the need for such housing. How- 
ever, if the Commissioner does not concur in the housing needs as 
certified by the Secretary, the Commissioner may require the Secre- 
tary to guarantee the Armed Services Housing Mortgage Insurance 
Fund against loss with respect to the mortgage covering such housing. 
The Commissioner shall report to the Committees on Banking and 
Currency of the Senate and the House of Representatives each 
imstance in which he has required the Secretary to guarantee the 
Armed Services Housing Mortgage Insurance Fund, with reason 
therefor. There are hereby authorized to be appropriated such sums 
as may be necessary to provide for payment to meet losses arising 
from such guaranty. 

(3) The mortgage shall involve a principal obligation in an 
amount— 

(A) not to exceed the amount which the Commissioner estimates 
will be the replacement cost of the property or project when the pro- 
posed improvements are completed (the cost of the property or 
project as such term is used in this paragraph may include the cost 
of the land, the physical improvements, and utilities within the 
boundaries of the property or project); 
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(B) not to exceed an average of $16,500 per family unit for such 
part of such property or project (including ranges, refrigerators, 
shades, screens, and fixtures) as may be attributable to dwelling use: 
Provided, That the replacement cost of the property or project as 
determined by the Commissioner, including the estimated value of 
any usable utilities within the boundaries of the property or project 
where owned by the United States and not provided for out of the 
proceeds of the mortgage, shall not exceed an average of $16,500 
per family unit: Provided further, That should the financing of housing 
to be constructed pursuant to a single invitation for bids be accomplished 
by two or more mortgages, the principal obligation of any single mortgage 
may exceed an average of $16,500 per family unit if the sum of the princi- 
pal obligations of all mortgages for such housing does not exceed an 
average of $16,500 per family unit: and 

(C) not to exceed the bid of the eligible bidder with respect to 
the property or project under section 403 of the Housing Amend- 
ments of 1955. 

*. x * * * * * 


(f) Debentures issued under this title shall be executed in the name 
of the Armed Services Housing Mortgage Insurance Fund as obligor, 
shall be signed by the Commissioner, by either his written or engraved 
signature, and shall be negotiable. All such debentures shall be dated 
as of the date of default as determined in accordance with subsection 
(d) of this section, and shall bear interest from such date at a rate 
[determined by the Commissioner with the approval of the Secretary 
of the Treasury, at the time the mortgage was accepted for insurance, 
but not to exceed 3 per centum per annum] established by the Commis- 
sioner pursuant to section 224, payable semiannually on the lst day 
of January and the Ist day of July of each year, and shall mature 
twenty years after the date thereof. Such debentures shall be ex- 
empt, both as to principal and interest, from all taxation (except sur- 
taxes, estate, inheritance, and gift taxes) now or hereafter imposed by 
any Territory, dependency, or possession of the United States or by 
the District of Columbia, or by any State, county, municipality, or 
local taxing authority. They shall be paid out of the Armed Services 
Housing Mortgage Insurance Fund, which shall be primarily liable 
therefor, and they shall be fully and unconditionally guaranteed as to 
principal and interest by the United States, and such guaranty shall be 
expressed on the face of the debentures. In the event the Armed 
Services Housing Mortgage Insurance Fund fails to pay upon demand, 
when due, the principal of or interest on any debentures so guaranteed, 
the Secretary of the Treasury shall pay to the holders the amount 
thereof which is hereby authorized to be appropriated, and thereupon 
to the extent of the amount so paid the Secretary of the Treasury 
shall succeed to all the rights of the holders of such debentures. 
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HOUSING ACT OF 1949 
TITLE I—SLUM CLEARANCE AND URBAN RENEWAL 


* * * * * *” * 


CAPITAL GRANTS 

Sec. 103. (a) * * * 

(b) The Administrator, on and after July 1, 1949, may, with the 
approval of the President, contract to make capital grants, with respect 
to projects assisted under this title, aggregating not to exceed 
[$500,000,000, which limit shall be increased by further amounts of 
$200,000,000 on July 1 in each of the years 1955 and 1956, respec- 
tively ] $900,000,000, which limit shall be increased by $250,000,000 
on July 1, 1957: Provided, That such limit, and any such authorized 
increase therein, may be increased, at any time or times, by additional 
amounts aggregating not more than $100,000,000 upon a determina- 
tion by the President, after receiving advice from the Council of 
Economic Advisers as to the general effect of such increase upon the 
conditions in the building industry and upon the national economy, 
that such action is in the public interest. The faith of the United 
States is solemnly pledged to the payment of all capital grants con- 
tracted for under this title, and there are hereby authorized to be 
appropriated, out of any money in the Treasury not otherwise appro- 
priated, the amounts necessary to provide for such payments. 

* . = * + * * 


GENERAL PROVISIONS 
Sec. 106. (a) * * * 


* * * * * * * 


(f) (1) Notwithstanding any other provision of this title, an urban 
renewal project respecting which a contract for a capital grant is 
executed under this title may include the making of relocation pay- 
ments (as defined in paragraph (2)); and such contract shall provide 
that the capital grant otherwise payable under this title shall be in- 
creased by an amount equal to such relocation payments and that no 
wep of the amount of such relocation payments shall be required to 
»e contributed as part of the local grant-in-aid. 

(2) As used in this subsection, the term “relocation payments” 
means payments by a local public agency, in connection with a project, 
to individuals, families, and business concerns for their reasonable and 
necessary moving expenses and any actual direct losses of property 
except goodwill or profit (which are incurred on and after the date of 
the enactment of the Housing Act of 1956, and for which reimburse- 
ment or compensation is not otherwise made) resulting from their 
displacement by an urban renewal project included in an urban renewal 
area respecting which a contract for capital grant has been executed 
under this title. Such payments shall be made subject to such rules 


and regulations prescribed by the Administrator as are in effect on the 
date of execution of the contract for capital grant (or the date on which 
the contract is amended pursuant to paragraph (3)), and shall not 
exceed $100 in the case of an individual or family, or $2,000 in the 
case of a business concern. Such rules and regulations may include 
provisions authorizing payment to individuals and families of fixed 
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amounts (not to exceed $100 in any case) in lieu of their respective reason- 
able and necessary moving expenses. 

(3) Any contract with a local public agency which was executed 
under this title before the date of the enactment of the Housing Act of 
1956 may be amended to provide for payments under this subsection 
for expenses and losses incurred on or after such date. 

* * * * * s * 


DEFINITIONS 


Src. 110. The following terms shall have the meanings, respec- 
tively, ascribed to them below, and, unless the context clearly indi- 
cates otherwise, shall include the plural as well as the singular number: 

. * * * * * * 


(d) “Local grants-in-aid” shall mean assistance by a State, munici- 
pality, or other public body, or (in the case of cash grants or donations 
of land or other real property) any other entity, in connection with 
any project on which a contract for capital grant has been made under 
this title, in the form of (1) cash grants; (2) donations, at cash value, 
of land or other real property (exclusive of land in streets, alleys, and 
other public rights-of-way which may be vacated in connection with 
the project) in the urban renewal area, and demolition, removal, or 
other work or improvements in the urban renewal area, at the cost 
thereof, of the types described in clause (2) and clause (3) of the 
second sentence of section 110 (c); and (3) the provision, at their 
cost, of public buildings or other public facilities (other than publicly 
owned housing and revenue producing public utilities the capital 
cost of which is wholly financed with local bonds or obligations pay- 
able solely out of revenues derived from service charges) which are 
necessary for carrying out in the area the urban renewal objectives 
of this title in accordance with the urban renewal plan: Provided, 
That in any case where, in the determination of the Administrator, 
any park, playground, public building, or other public facility is of 
direct benefit both to the urban renewal area and to other areas, and 
the approximate degree of the benefit to such other areas is estimated 
by the Administrator at 20 per centum or more of the total benefits, 
the Administrator shall provide that, for the purpose of computing 
the amount of the local grants-in-aid for the project, there shall be in- 
cluded only such portion of the cost of such facility as the Adminis- 
trator estimates to be proportionate to the approximate degree of the 
benefit of such facility to the urban renewal area: And provided further, 
That for the purpose of computing the amount of local grants-in-aid 
under this section 110 (d) with respect to any project covered by a Federal 
aid contract under this title, the estimated cost (as determined by the 
Administrator) of parks, playgrounds, public buildings, or other 
public facilities may be deemed to be the actual cost thereof if (i) the 
construction or provision thereof is not completed at the time of 
final disposition of land in the project to be acquired and disposed of 
under the urban renewal plan, and (ii) the Administrator has received 
assurances satisfactory to him that such park, playground, public 
building, or other public facility will be constructed or completed 
when needed and within a time prescribed by him. With respect to 
any demolition or removal work, improvement or facility for which a 
State, municipality, or other public body has received or has contracted 
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to receive any grant or subsidy from the United States, or any agency 
or instrumentality thereof, the portion of the cost thereof delcnyed or 
estimated by the Administrator to be defrayed with such subsidy or 
grant shall not be eligible for inclusion as a local grant-in-aid: And 
provided further, That in any case where a public facility furnished as 
a local grant-in-aid is financed in whole or in part by special assess- 
ments against real property in the project area acquired by the local 
public agency as part of the project, an amount equal to the total 
special assessments against such real property (or, in the case of a 
computation pursuant to the proviso immediately preceding, the 
estimated amount of such total special assessments) shall be deducted 
from the cost of such facility for the purpose of computing the amount 
of the local grants-in-aid for the project. 





HOUSING ACT OF 1950 
TITLE IV—HOUSING FOR EDUCATIONAL INSTITUTIONS 


FEDERAL LOANS 
Sec. 401. (a) * * * 


* * * * * * * 


[(c) A loan to an educational institution may be in an amount not 
exceeding the total development cost of the facility, as determined by 
the Administrator; shall be secured in such manner and be repaid 
within such period, not exceeding fifty years, as may be determined by 
him; and with respect to loan contracts under which loan funds have 
not been fully disbursed prior to the date of enactment of the College 
Housing Amendments of 1955 shall bear interest at a rate determined 
by the Administrator which shall be not more than the higher of (1) 
2% per centum per annum, or (2) the total of one-quarter of 1 per 
centum per annum added to the rate of interest paid by the Adminis- 
trator on funds obtained from the Secretary of the Treasury as pro- 
vided in subsection (e) of this section] 

(c) A loan to an educational institution may be in an amount not 
exceeding the total development cost of the facility, as determined by the 
Administrator, and shall be secured in such manner and repaid within 
such period, not exceeding fifty years, as may be determined by him; and 
with respect to applications filed after March 15, 1957, the loans entered 
into during any calendar quarter shall bear interest at a rate equal to the 
total of one-fourth of 1 per centum per annum plus the rate chargeable by 
the Secretary of the Treasury (with respect to notes and obligations issued 
during such quarter) under the second sentence of subsection (e) of this 
section. 

(d) To obtain funds for loans under this title, the Administrator 
may issue and have outstanding at any one time notes and obligations 
for purchase by the Secretary of the Treasury in an amount not to 
exceed [[$750,000,000] $900,000,000: Provided, That the amount out- 
standing for other educational facilities, as defined herein, shall not 
exceed $100,000,000. 

(e) Notes or other obligations issued by the Administrator under 
this title shall be in such forms and denominations, have such ma- 
turities, and be subject to such terms and conditions as may be pre- 
scribed by the Administrator, with the approval of the Secretary of 
the Treasury. [Such notes or other obligations issued to obtain 
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funds for loan contracts entered into after the effective date of the 
College Housing Amendments of 1955 shall bear interest at a rate 
determined by the Secretary of the Treasury which shall be not more 
than the higher of (1) 2% per centum per annum, or (2) the average 
annual interest rate on all interest-bearing obligations of the United 
States then forming a part of the public debt as computed at the end 
of the fiscal year next preceding the issuance by the Administrator 
and adjusted to the nearest one-eighth of 1 per centum.] Such notes 
or other obligations issued during any calendar quarter to obtain funds 
an excess of the aggregate amount required with respect to applications 
filed on or before March 15, 1957, shall bear interest at a rate determined 
by the Secretary of the Treasury, which shall be not more than the average 

eld to maturity, as estimated by the Secretary of the Treasury on 

asis of daily closing market bid quotations or prices during the second 
month preceding such quarter, on all outstanding marketable obligations 
of the United States having a maturity date of fifteen or more years from 
the first day of such second month, adjusted to the nearest one-eighth of 1 
per centum. ‘The Secretary of the Treasury is authorized and directed 
to purchase any notes and other obligations of the Administrator 
issued under this title and for such purpose is authorized to use as a 

ublic-debt transaction the proceeds from the sale of any securities 
issued under the Second Liberty Bond Act, as amended, and the 
purposes for which securities may be issued under such Act, as 
amended, are extended to include any purchases of such notes and 
other obligations. The Secretary of the Treasury may at any time 
sell any of the notes or other obligations acquired by him under this 
section. All redemptions, purchases, and sales by the Secretary of 
the Treasury of such notes or other obligations shall be treated as 
public-debt transactions of the United States. 





HOUSING ACT OF 1954 


TITLE VI—VOLUNTARY HOME MORTGAGE CREDIT 
PROGRAM 
* w * a * * ot 


Sxc. 610. (a) This title and all authority conferred hereunder shall 
terminate at the close of [June 30, 1957] July 31, 1959. 





HOUSING AMENDMENTS OF 1955 


TITLE IV—ARMED SERVICES HOUSING MORTGAGE 
INSURANCE 


* * « + * + * 


Src. 404. (a) Whenever the Secretary of Defense or his designee 
deems it necessary for the purpose of this title, he may acquire by 
urchase, donation, condemnation, or other means of transfer, any 
and or (with the approval of the Federal Housing Commissioner) any 
housing financed with mortgages insured under the provisions of title 
VIII of the National Housing Act as in effect prior to the enactment 
of the Housing Amendments of 1955. The purchase price of any such 
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housing shall not exceed the Federal Housing Commissioner’s estimate 
of the replacement cost of such housing and related property (not 
including the value of dny improvements installed or constructed with 
appropriated funds) as of the date of final endorsement for mortgage 
insurance reduced by an appropriate allowance [for physical depre- 
ciation] representing the estimated cost of repairs and replacements 
immediately necessary to restore the property to sound physical condition, 
as determined by the Secretary of Defense or his designee upon the 
advice of the Commissioner: Provided, That in any case where the 
Secretary or his designee acquires a project held by the Commissioner, 
the price paid shall not exceed the face value of the debentures (plus 
accrued interest thereon) which the Commissioner issued in acquiring 
such project. 
* * s e * * * 


[Src. 410. In the construction of housing under the authority of 
this title and title VIII of the National Housing Act, as amended, the 
maximum limitations on net floor area for each unit shall be the same 
as the net floor area permanent limitations prescribed in the second, 
third, and fourth provisos of section 3 of the Act of June 12, 1948 (62 
Stat. 375), or in section 3 of the Act of June 16, 1948 (62 Stat. 459), 
other than the first, second, and third provisos thereof.] 

Sec. 410. In the construction of housing under the authority of this 
title and title VIII of the National Housing Act, as amended, the mazi- 
mum limitations on net floor area for each unit shall be the same as the 
net floor area limitations prescribed by law (at the time such construction 
is begun) for public quarters built with appropriated funds under military 
construction authority. 











| 
) 


MINORITY VIEWS 


Tue NatTIonaL Service Lire Insurance Funp Proposa, 


The national service life insurance fund was created by the National 
Service Life Insurance Act of 1940. That fund is the financing mech- 
anism for the World War II servicemen’s and veterans’ insurance 
program authorized by the 1940 Act. 

As of June 30, 1956 the fund had total assets of $5,651 million of 
which $5,481 million was invested in special 3 percent Treasury notes 
with varying maturities to June 30, 1961. The investment in these 
Treasury notes amounted to 97 percent of the total assets of the fund 
on that date. Budget estimates for June 30, 1957 place total assets 
at $5,764 million and investment in Treasury notes at $5,567 million. 
Budget estimates for June 30, 1958 place total assets at $5,860 million 
with investment in Treasury notes at $5,634 million. In other words 
between June 30, 1956 and June 30, 1957 total assets will only show 
an increase of $113 million. From June 30, 1957, to June 30, 1958, 
the increase is only $96 million. In the not too distant future, total 
assets will decline year by year because this will become a wasting 
fund. This is true because issuance of new policies under the act 
was ended in 1951. Of the more than 22 million policies issued under 
the act only about 5.4 million policies now remain in force. 

In enacting the National Service Life Insurance Act in 1940, the 
Congress wisely provided that the Secretary of the Treasury, as trustee 
for the national service life insurance fund, “invest and reinvest such 
fund, or any part thereof, in interest-bearing obligations of the United 
States or in obligations guaranteed as to principal and interest by the 
United States, and to sell such obligations for the purposes of such 
fund.” That language remains unchanged today. That investment 
authorization is specific. Every veteran who holds a policy issued 
under that act has a right to expect there will be no breaching of that 
commitment. Every veteran policyholder has a right to expect his 
insurance fund will remain invested in the world’s best security, the 
full faith and credit obligations of the United States Government, the 
security upon which there has never been a default. 

The proposal in section 205 of the bill, without amending the Na- 
tional Service Life Insurance Act of 1940, would authorize the Secre- 
tary of the Treasury to invest up to $1 billion of the national service 
life insurance fund in the new FHA insured veteran mortgages. As 
previously noted the anticipated growth in the fund from June 30, 
1957 to June 30, 1958 is only $96 million. Obviously, if these mort- 
gages are to be purchased by the fund in any volume, the Secretary 
of the Treasury must sell United States Government obligations now 
in the fund to obtain the cash with which to purchase the mortgages. 
But here again there is conflict with the law. The law in referring to 
the sale of United States Government securities from the fund states 
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the Secretary may “sell such obligations for the purposes of such 
fund.” In no place does the law state that one of the purposes of 
the national service life insurance fund is to make home loans to vet- 
erans. The National Service Life Insurance Act in the section creat- 
ing the fund states: 


There is created in the Treasury a permanent trust fund 
to be known as the national service life insurance fund. All 
premiums paid on account of national service life insurance 
shall be deposited and covered into the Treasury to the credit 
of such fund, which, together with interest earned thereon, 
shall be available for the payment of liabilities under such 
insurance, including payment of dividends and refunds of un- 
earned premiums. Payments from this fund shall be made 
upon and in accordance with awards by the Administrator. 


The last sentence raises another problem. By definition in the act 
the ‘‘Administrator” is the Administrator of Veterans’ Affairs. There 
is no mention whatsoever in section 205 of the bill allowing the 
Administrator to authorize payments from the fund for the purchase 
of the new FHA insured veteran mortgages. 

Assume, however, that these obstacles in some manner could be 
brushed aside and that the Secretary of the Treasury could go ahead 
and purchase the mortgages for the fund. The question of the price 
at which he would purchase the mortgages would become an imme- 
diate consideration. The proposal would give the Secretary discre- 
tionary authority to purchase mortgages below par. ‘This, of course, 
would be necessary if the market for such mortgages was below par 
because in his position as trustee for over 5 million policyholders the 
Secretary of the Treasury simply could not pay more than the market 
price for the mortgages he was purchasing. It would be unthinkable 
that he could prejudice the interests of over 50 million veteran policy- 
holders to favor 100,000 veteran home purchasers by paying above the 
market for their mortgages. He would have to be fair with both 
groups of veterans. He always would have to buy only “at the 
market.” 

Another very real problem that use of the fund for the purchase of 
mortgages would create would be the precedent it would establish. 
The various governmental trust funds hold over $48 billion of United 
States Government securities. Once a start is made in diverting these 
funds to special purpose loan activities, the pressure would become 
irresistible to tap other funds for ‘‘worthy” purposes. The funds 
would end up financing all sorts of loan activities. The funds in 
addition to mortgages would be buying school bonds, local improve- 
ment bonds, urban redevelopment loans, small business loans and 
possibly even foreign-aid loans because one of the trust funds is the 
foreign service retirement fund. In the hearings this year before the 
Joint Economic Committee one of the witnesses in discussing the 
financing problems of local municipalities suggested: 


Consideration might be given to allowing the unemploy- 
ment trust fund to buy limited amounts of State and local 
securities. Since the reserves in this fund technically belong 
to the States, there would seem to be no valid reason why 
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some part of them might not be invested in State and local 
bonds. 


The argument is beginning to sound familiar—the funds belong to 
them so why should not a portion of the funds be used for loans to 
benefit themselves. Only the other day, on April 1 to be exact, a 
bill, H. R. 6551, was introduced which would permit $1 billion of the 
moneys in the social security trust funds to be invested in obligations 
Geued by local public agencies to finance urban renewal projects. 

Once the gates were opened the needs, of course, would pyramid. 
Last year the proposal for the use of a part of the national service life 
insurance fund for the purchase of mortgages was limited to 10 percent 
of the fund or approximately $500 million. Now the proposal is 
up to $1 billion. Other suggestions already made would carry the 

ermitted use up to 25 percent of the fund or approximately $1.4 
illion. As previously noted the $1 billion use of the fund at most 
would allow the purchase of only 100,000 of the FHA veteran prefer- 
ence mortgages. This would take care of only a minor part of the 
estimated almost 15 million veterans still eligible for home loan benefits. 

With respect to the proposal for the use of $1 billion of social security 
trust funds to finance urban renewal projects it is of interest to recall 
that when the mayor of Baltimore testified before the Housing Sub- 
committee in connection with the urban renewal provisions of the bill 
he pointed out that a board composed of 6 nationally known experts 
had rendered Baltimore an outstanding service ‘by recommending a 
20-year $900 million program for urban renewal.’”’ That is almost 
$1 billion in 1 city alone. Is it any wonder we are apprehensive that 
once a precedent for tapping the trust funds is established, it would 
be impossible ever to stop it? 

As noted above, the various Federal governmental trust funds hold 
over $48 billion of United States Government securities. That is 
“big business” even in big government. The various trust funds have 
become very important in Federal Government finance. Receipts 
are covered into the Treasury and full credit given the appropriate 
trust fund. The balance of receipts over necessary expenditures is 
then invested in obligations of the United States Government for the 
benefit of the particular trust fund involved. This is one of the bright 
spots in the huge financing problem with which the Government is 
continuously confronted. ‘The Treasury has no problem in refinancing 
these maturities as the Treasury does not have to go to the public to 
carry out the refinancing operation. Also important is the fact that 
on en overall basis these funds each year are increasing in an aggregate 
total, the increase in fiscal 1956 amounting to approximately $2.6 
billion. To reverse the process and instead force the Treasury to 
go into the market to obtain billions of money here and billions there 
to loan on this, that and other programs, would tremendously compli- 
cate debt management problems. 

It is of more than passing interest to recall that the National 
Service Life Insurance Act of 1940 was established through legislation 
of the Ways and Means Committee. The National Service Life 
Insurance Act of 1940 was part 1 of title VI of the Second Revenue 
Act of 1940. Although jurisdiction of the National Service Life 
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Insurance Act has subsequently passed to the Veterans’ Affairs 
Committee, nevertheless the Ways and Means Committee still retains 
jurisdiction over the largest of all of the Government trust funds, 
namely the Federal old-age and survivors insurance trust fund which 
holds over $22 billion of United States Government securities. We 
know that the members of the Ways and Means Committee thoroughly 
understand the impact of Government trust funds on the debt manage- 
ment policies of the Government. We would suspect that the 
members of that great committee would become as deeply concerned 
as we are as to the undesirability of ever creating a precedent for the 
diversion of trust fund moneys from investment in Government 
obligations to a host of special loan programs. 

There is no reservoir of untapped credit which can be diverted to 
special loan programs without building up additional demands upon 
the credit market. ‘The only alternative would be unwarranted and 
excessive expansion of bank credit which would open wide the gates 
of inflation. Building costs have already risen by close to 10 percent 
in the last 2 years. ‘This has already driven up the prices of houses 
and hurt the buyers. A further increase in prices would hurt even 
more the very groups this bill is attempting to help. 

The Treasury Department has consistently opposed proposals to 
permit investment of the national service life insurance fund in guar- 
anteed or insured mortgages. Under Secretary of the Treasury, 
W. Randolph Burgess, took this position before the Subcommittee 
on Housing of the House Committee on Banking and Currency as 
recently as March 1957. The same basic principles were also reflected 
by Secretary of the Treasury John W. Snyder in his letter to the chair- 
man of the Senate Banking and Currency Committee in February 
1952. In addition to pointing out that the Treasury would have to 
get money to invest in mortgages by raising funds elsewhere, he em- 
phasized that such a provision would establish an undesirable prece- 
dent, noting that: 


To permit the use of one Government trust fund for the 
benefit of one particular private group would lead to pres- 
sures for utilizing other trust funds for the benefit of other 
private groups. Such use of trust funds could involve the 
hidden expansion of Government expenditures by huge 
amounts since such expenditures would not appear in the 
customary statements of budget receipts and expenditures. 
Moreover, large scale investment of trust funds in long term 
private obligations of lesser security than Government obli- 
gations in which such funds are presently invested would 
result in lesser liquidity of the trust funds and would be 
undesirable from the standpoint of meeting future obliga- 
tions of the funds. 

Finally, the desirability of the Government purchase of 
private mortgages as a regular procedure is highly question- 
able as the Government would be placing itself in direct 
competition with private lending institutions—a situation 
which would be inconsistent with the underlying theory of 
existing housing programs under which private capital plays 
the primary role, with the Federal credit aids playing a 
subsidiary parts 








3 
3 


i 


_ Ol ee eo a 


OO OO Laan 


HOUSING ACT OF 1957 71 


We earnestly hope the somewhat tempting arguments which can be 
made for the national service life proposal will not obscure the basic 
fundamental considerations which dictate rejection of the proposal. 


Henry O. TAte, 
CuiarEnceE E. Kinsurn, 
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Water M. Mumma, 
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Epe@ar W. Hiestanp, 
Perkins Bass, 

Horace Sre.y-Browy, Jr., 
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Mr. Harris, from the Committee on Interstate and Foreign Commerce, 
submitted the following 


PRELIMINARY REPORT 


[Pursuant to sec. 136 of the Legislative Reorganization Act of 1946, Public Law 
601, 79th Cong., and H. Res. 99, 85th Cong.] 


Your Committee on Interstate and Foreign Commerce continuously 
has engaged in a comprehensive survey of the Nation’s petroleum 
sources, of the achievement and maintenance of an available supply 
adequate to meet the Nation’s requirements in times of emergency 
and the peacetime needs of an expanding national economy, of the 
effect upon the availability of such supply of nondomestic petroleum 
sources and the worldwide demand for this essential commodity, and 
of the problems and policies in connection therewith. 

At the beginning of this Congress your committee, in keeping with 
its constant awareness of its longstanding responsibilities to be abreast 
of matters within its legislation jurisdiction, again has initiated such 
survey of the current petroleum situation, in accordance with the 
authority conferred upon the committee by the Legislative Reorgan- 
ization Act of 1946 and the supplemental authority of House Resolu- 
tion 99 (85th Cong.). 

In the course of its study of the current petroleum situation, the com- 
mittee has had occasion to examine in some detail into the role played 
by the petroleum requirements of Western Europe, the reliance that 
might be placed on the availability of petroleum in sufficient quan- 
tities to meet these requirements, and the effect that meeting these 
requirements may have on the supply of petroleum to meet the demand 
of the United States. 

Inasmuch as at the height of the efforts to meet Europe’s require- 
ments following the closing of the Suez Canal and the shutting down 
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of the Iraq pipelines, a price increase in crude oil followed by in- 
creases in products occurred in the United States, the committee also 
has had occasion to look into the circumstances attending such price 
increases. 

While the survey is continuing, in accordance with your commit- 
tee’s consciousness of its duties to inform the House of significant 
developments in the area of the committee’s responsibility, it seems 
pertinent at this time to submit a preliminary report with a special 
reference to (1) the 1957 petroleum outlook, (2) the oil lift to Europe, 
(3) price increases, and (4) certain observations and comments there- 
upon and upon matters which are the subject of continuing study and 
will be reported upon at a subsequent date. 

The data and information submitted in this report are based upon 
the testimony of witnesses who so far have appeared before the com- 
mittee, including Assistant Secretary Felix Wormser and Director 
Hugh Stewart of the Office of Oil and Gas, Department of the Interior; 
Commissioner Ernest O. Thompson, Texas Railroad Commission; 
Mr. M. J. Rathbone, president, Standard Oil Co. (New Jersey) ; and 
Mr. Walter J. Hallanan, president, Plymouth Oil Co. 


I. 1957 Perroteum Ovuriook 


A comprehensive review of domestic and foreign petroleum demand 
and supply was submitted by Director Hugh Stewart of the Office of 
Oil and Gas, Department of Interior, and is summarized hereafter 
for purposes of indicating the developments of recent years, the cur- 
rent trends, and background for consideration of the problems created 
by the closure of the Suez Canal. 


UNITED STATES DEMAND FOR PETROLEUM 


Domestic demand (exclusive of exports) for oil and products in 
1956 was some 4.3 percent over that of 1955, while domestic demand 
for 1955 was 9 percent over that for 1954. 1954 demand had only 
been slightly in excess of that of 1953. The Bureau of Mines esti- 
mate is that 1957 will exceed 1956 by 5.2 percent. 

At the same time domestic demand for export has been more or 
less constant—until recent months—at the 300,000 to 400,000 barrels 
a day figure to which it declined following World War II. 


United States demand for all oils 
(Thousands of barrels daily] 





Domestic} Export Total Domestic] Export Total 
i ieleaieqaRacteiains 5, 449 453 5, 902 OI ci iia id 7, 276 336, 7, 712 
WO gandnainecases 5, 775 368 6, 143 || 1053................ 7, 604 401 8, 005 
ea ee ee oe 5, 789 329 6, 118 ee 7, 760 348 8, 108 
Nene atataseattat repent 6, 507 305 6, 812 SE couihtacsengicomen 8, 460 367 8, 827 
WIEUD sai 7, 053 422 7,475 || 1956___..--.---...-- 8, 827 401 9, 228 





Source: Bureau of Mines, annual petroleum statements. 


The Bureau of Mines forecast for 1957 of. domestic and export de- 
mand is as follows: 
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Forecast: 1957 United States demand for all oils 
|Thousand barrels per day] 













Year, 1957 
Estimated, 
1956 
Volume Percent 
change from 
1956 

————————————_ rr 
Botet Geman .... .cecaccucccccctistbskisonsushinindiipaianll 9, 228 9, 808 6.3 
Gasdline..... .ncenceccncccesecocccccucecccecascescenscasie 3, 873 4,960 49 
I  cmcncentdinndantgiyteiinndnia gil hediceticela 1, 695 1, 614 0.6 
TE, ananunee sebubecsboouisbebsacdsohensudeiondbdel 1, 803 1, 922 6.6 
SNOIENR....n<tsctnapniniztnetintiaanaadenbnnainmnaiiadial 332 334 0.3 
BE CP... .cocnscghinnctiipondieeieennesmehediieiniiantl 1,615 1, 878 16.3 
TOE. 2c cteneccccnanesnscbencsnas 7 401 519 29.4 
| aS are Z 72 189 162. 5 
a 2 329 330 0.3 
Domestic demand. .................. _ 8, 827 9, 289 5.2 
Gasoline_.. 3, 782 3, 967 4.9 
Residual... 1, 535 1, 548 0.8 
Distillate... 1,718 1, 834 6.8 
RS a 324 329 15 
EitP Gl nvitindnccanktchasesttenmétnditzeesntiimnaeee 1, 468 1,611 9.7 
Sees FERNS GD. GIUEE:. « nciidsiaqantininntnedinesoscususmemeliial 7, 924 8, 210 3.6 





Source: Bureau of Mines Forecast No. 258. Jan. 4, 1957. 


The Bureau of Mines forecast for 1957 of 519,000 barrels a day for 
export reflects an average of 809,000 barrels a day for the first quarter, 
567,000 for the second quarter, 375,000, third quarter, and 332,000 for 
the fourth quarter in accordance with certain assumptions as to the 
decreasing requirements for Europe. 


UNITED STATES SUPPLY OF PETROLEUM 


The changing rate of domestic demand is reflected in the figures on 
domestic production. The figure is not in direct ratio for the amount 
of domestic production obtaining to meet needs has been influenced by 
(1) changes in stock position, and (2) increase in the amount of im- 
ports. 

The following table shows the source of supply of petroleum both 
from domestic production and from imports: 


United States total supply of petroleum 
[Thousands of barrels per day] 
























































1945 | 1946 | 1947 | 1948 | 1949 | 1950 | 1951 | 1952 | 1953 | 1954 | 1955 | ' 1956 
Domestic production: | 

Crude... ...--|4, 195 |4, 750 |5, 087 |5, 520 [5,046 |5, 407 |6, 158 |6, 256 16, 458 16,346 16,807 | 7,148 
Natural-gas liquids ?..| 315 323 364 402 431 499 562 612 655 681 723 739 
a fa eat fn re fe cen Bho SAL 
PE dncidiemimubosnanne 15, 073 15, 451 |5, 922 Is, 477 |5, 906 |6, 720 |6, 868 \7, 113 7, 027 |? 530 | 7,237 

Imports: 7 * | | 
Orde. ..<s«<-- ----} 203 | 236] 267 353 | 421 487 490 573 648 656 782 923 
Residual and other-..| 108; 141] 170) 161} 224 363 | 354) 379 | 386 | 396 467 487 
eS eT | sir | 377 | 437| 514] 645| 850 | $44] 952 {1,034 l1, 052 \1, 249 | 1, 410 
| —— — = ' = FFF oS se ee ——S=~=E—_s SY— IO —S—BD 
Total supply.....--|6 321 15, 459 (5, 888 16, 436 (6 123 |6, 756 [7 508 ( 820 8147 8 079 is 779 9, 347 

| i 





1 Preliminary. 
§ Includes benzol. 


Source: Office of Oil and Gas, Interior, Feb. 11, 1957. 
23009°—58 H. Rept. 85-1, vol. 1——105 
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In commenting on the supply position, Mr. Hugh Stewart stated: 


With respect to our own domestic supplies, we are, as we 
have been over the past several years, in a very comfortable 
position. * * * You will notice that there has been a con- 
tinual rise in the supply, and that rise has kept in step with 
the rising demands, and the average for the year 1956 was 
about 7,148,000 barrels per day of domestic crude-oil pro- 
duction.* 


The Bureau of Mines estimate of United States supply for 1957 
compared with 1956 is shown in the following table: 
Forecast: 1957 United States supply for all oils 
[Thousand barrels per day] 














Year 1957 
Estimated, 
1956 Percent 
Volume change from 
1956 
ON kaa ic ish alnieto ncn elon iiesab nia peieceeineaalgaiabaaecailiglel 7, 937 8, 458 6 
CI SS nidnchtndedenserecumssn dh nel 7, 148 7, 619 6.6 
Se SE ic vsinsecetctecinneeccemescuntitingh iehtndbaieaaannaaenaa mated 789 839 6.5 
Sieesets 5 tlostel O00 0st ood eed deen 1,410 1, 323 —6.2 
OUR bidid add t cd ctstineccighib bute caienimddinicebies wieptiathickes 923 852 —7.7 
TI. 0. 4. n cnnaetmedngundinehiceeinnabian iia aciaineinioes 487 471 —3.3 
i a Nin ia cca asl dancin aii 9,347. 9,781 46 
SPY ee GUUURE. . onc ccanduakdncnconsnisbenncesndnacanyet 119 =9T loenscndanaal 
i cicntn cessation dncindptctrcs cin sitar eons eeialciaaininten 5 0 loccucccseteel 
DUONG an csainncanbdsmninbbtdsnnianakahe piemiaddnai 114 a 





Source: Bureau of Mines Forecast No. 258, Jan. 4, 1957. 
UNITED STATES SUPPLY CAPACITY 


The high producing rate experienced by the industry during World 
War IT had pulled down crude-oil production stocks and led to many 
of our oilfields producing at rates bors the maximum efficient rate of 
production. Following that period the firm market demand accom- 
panied by increases in the price of crude oil and increasing supplies 
of steel resulted in the launching of active development campaigns, 
extensive exploratory programs, refinery expansions, and other facil- 
ities construction ; all to increase the availabilities of oil and products. 

As of July 1954, at a time of daily average production of 6,884,000 
barrels, the National Petroleum Council estimated the domestic pro- 
duction availability to be 9,096,000 barrels per day, giving a domestic 
reserve capacity of 2,212,000 barrels daily. At the time of the Suez 
difficulties, the domestic reserve capacity was placed at some 114 to 2 
million barrels daily, although all of this was not available to market 
owing to limitations in transportation.* The Office of Oil and Gas 


1 Hearings, February 7, 1957. 

*Report of the McCollum Committee on Petroleum Productive Capacity, National 
Petroleum Council, May 5, 1955. 

* Hugh Stewart at National Petroleum Council, September 28, 1956; M. J. Rathbone, 
hearings, February 19, 1957. 
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has asked the National Petroleum Council for a later study of reserve 
capacity as of January 1, 1957, and the council has assented to the 
undertaking of this study.* 

The tremendous growth in refining capacity of the United States, 
which now approaches 9 million barrels a day with refinery through- 
put in 1956 being slightly over 8 million barrels a day, is shown in 
the following table: 


United States refinery operations 
[Thousand barrels per day] 












































Refinery yields from crude runs Refinery crude capacity 
> as = Total | Nat- | Total 
Year crude ural refin- 
Gas- | Kero- | Distil- | Resid- | Other | rums | gaso- ery Year | Year | Unused 
oline sene late ual and line | output; end aver- | capac. 
loss age ity 
i 

I tctetrieaet 1,414 177 416 808 a7 3, 192 109 3, 301 4, 509 4, 430 1, 238 
i rtiaiieies 1, 526 188 443 838 396 3, 391 109 3, 500 4, 629 4, 569 1,178 
1940......- 1, 524 202 501 SOA 445 3, 536 108 3, 644 4,719 4, 674 1, 138 
deepens 1,7 199 518 938 498 3, 861 131 3, 992 4, 957 4, 838 977 
Eiiinescces 1, 458 185 539 983 495 3, 655 155 3, 810 4, 902 4, 930 1, 275 
ee sclwes 1, 455 198 579 1, 143 542 3, 917 168 4, 085 5, 093 4, 998 1, 081 
ih enccee 1, 791 214 653 1, 261 632 4, 551 184 4, 735 5, 301 5, 197 646 
1, 929 222 683 1, 286 591 4, 711 193 4, 904 5, 316 5, 308 597 
a 1, 878 286 789 1, 182 605 4,740 172 4, 912 5,569 | 5,442 702 
ie diners 2, 039 302 855 1, 227 652 5, 075 1% 5, 269 6, 034 | 5, 802 727 
_, Aa 2, 240 333 1, 040 1, 274 662 5, 549 208 5, 757 6, 439 | 6, 237 683 
Bi ccacse 2, 339 280 | 934 1, 164 610 5, 327 234 5, 561 6,696 | 6, 568 1, 241 
cdenad 2, 475 325 1, 093 1, 165 681 5, 739 259 5, 998 6, 94 6, 830 1,091 
eR | 2766 | 372| 1,304| 1,286 766 | 6,494 272 | 6,706 | 7,333 | 7,149 655 
iitenceo. 2, 874 | 361 | 1,422; 1,240 773 6, 670 284 6, 954 7. 639 7, 436 816 
as 3, 076 | 338 | 1,447 1, 233 906 7, 000 305 7, 305 8, 007 7, 823 823 
is 3, 056 | 335 | 1,486 1, 142 939 6, 958 322 7, 280 8, 421 8, 214 1, 256 
i secene 3, 302 326 1, 652 1, 152 1, 048 7, 480 346 7, 826 8, 632 8, 526 1, 046 
aa 3, 513 340 1, 824 | 1, 184 1, 165 8, 026 370 396 8, 886 8,7 7 











1 Preliminary. 
Source: Annual Petroleum Statements, U. 8. Bureau of Mines. 


The above table indicates the marked increase in the amount of 
distillates and the relative constancy of the yields of residual fuel oil. 
In the words of Mr. Stewart: 


That simply means that our domestic refiners, with this 
catalytic-cracking equipment, are cutting deeper and deeper 
into the average barrel of crude oil, converting more and 
more of the barrel into high-octane gasoline or aviation fuels 
and for automobile fuels, making more and more of the mid- 
dle ‘distillates or domestic heating oils and disel fuels and 
leaving as little as possible in the residual fuels. 

That development in this country has been in the nature 
of very real conservation because, instead of burning the 
valuable crude oil under boilers as had been done in the past 
for so many years, more and more of that barrel of crude is 
now converted into the more valuable and more desirable 
products of the normal range.® 





*Report of Agenda Committee, National Petroleum Council, March 6, 1957. 
® Hearings, February 7, 1957. 
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WELL-DRILLING OPERATIONS 

A measure of the postwar expanded search for oil is shown in 
the following table giving a distribution of the wells drilled from 
1938 to 1956: 


United States well-drilling operations, 1938-56 











Oil and Total well |Exploratory 
Year distillate Gas Service Dry comple- wells 
tions 

i Dri electri es cing sti 18, 598 2, 066 688 6, 141 27, 493 2, 638 
sak Ssiliciihe p< none 17, 625 2, 198 1, 420 6, 474 7,717 2, 702 
sitesi ihe tos sninseigectenla. ait 19, 125 2, 352 1, 947 6, 617 30, 041 3, 038 
sig bacisisenaapedbmsnideeien bane 19, 552 3, 007 2, 366 7, 128 32, 053 3, 264 
i itasatttteclantichhes bender 10, 492 2, 068 1, 760 5, 504 19, 824 3, 212 
PNG pete sen dks wh eetin 9, 717 1, 782 1, 547 6, 385 19, 431 4, 008 
De eaditertendecsusnccbestec 13, 029 3, 067 2, 156 7,010 25, 262 3, 618 
Bi iciscnnineimcscinniccdl ocsinarnsrneipeiinlaaity 14, 297 2, 899 2, 212 7, 471 26, 879 4, 256 
a icssrielh teri schnsdcathecapiapininigateaD aig 15, 851 3, 090 2, 237 8, 051 29, 229 4, 518 
SP eccpiatdcdnagnttgihanipniniinc 17, 999 3, 305 2, 280 9, 538 33, 122 5, 461 
i inisccak iets nds schailnenbaiewd 22, 585 2, 897 2, 270 12, 026 39, 778 6, 877 
Se csich Memb scin dekdeilneabiated 22, 042 2, 887 1, 382 12, 727 39, 038 7, 204 
PR cdcivdtbilendsdadcdhnwsetead 24, 430 2, 843 1, 249 14, 757 43, 279 8, 554 
Se incsdithtmnceaWuidmaminnwis 23, 453 3, 030 1, 380 16, 653 44, ! 518 10, 302 
iccased clei, aie rsitns dca cinnchen Betas 23, 466 3, 255 1, 482 17, 618 45, 821 10, 552 
hth Cmncdidbneliemcedags 25, 762 3, 806 1, 262 18, 449 49, 279 11, 062 
ccs beiedl.aukchiemdandos 29, 773 3, 977 1,012 19, 168 53, 930 11, 280 
OR isteaththdectncdbunaseseae 31, 567 3, 613 760 20, 742 56, 682 12, 271 
Be abcd eka nncnmnimcoccans 31, 158 4,115 1, 049 21, 838 58, 160 13, 034 





11943, Petroleum Facts and Figures, APL. 
* Preliminary. 


Mr. Stewart commented on this program as follows: 


You will notice that the increase in drilling since 1948 
has followed almost a straight line year after year, and we 
have no reason to believe that that increase will not continue 
into the future. There is an increase in the number of dry 
holes. The number of wells drilled for gas increased slightly 
in 1956, but there is no large increase. 

You will notice, however, that in the wells drilled for oil 
that we had in 1951 and 1952 approximately the same number 
of oil wells completed in each year, and that was approxi- 
mately 23,000 wells during the year. 

In the following years, 1953, 1954, and 1955, there was a 
sizable increase in the number of producing wells completed. 

In 1956, as compared to -955, however, there was approxi- 
mately the same number completed, 

I don’t want to stress that as indicating a trend of any sort, 
but it is a fact that periodically we will have 2 years in suc- 
cession where there is no particular increase in the number of 
oil or gas wells. However, we do have some increase in the 
number of dry holes drilled. 

The increase in the drilling in 1956, as compared to 1955, 
and to the previous years, is an indication of the drive that 
the domestic oil industry has been making consistently to find 
new oil in the United States and to develop and produce it 
to meet the domestic demands.°® 





© Hearings, February 7, 1957. 
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Mr. Hallanan commented upon the increasing number of dry holes 
drilled : 


The number of wildcat wells drilled increased from 4.983 
in 1947 to 12,574 in 1956, or 154 percent. Another serious 
problem of oil exploration i in this country is reflected in the 
figures showing the increase in the number of dry holes— 
from 31 percent in 1947 to 38 percent in 1956. This includes 
all wells, both wildcat and development. In the realm of 


wildcat wells alone, there were more than twice as many dry 
holes in 1956 as in 1947." 


UNITED STATES RESERVES AND STOCKS 
The proved reserves of oil and condensate are shown in the follow- 
ing table: 
Proved reserves of crude oil in the United States 
(Thousands of barrels] 


RESERVES OF CRUDE OIL, CYCLE PLANT AND LEASE CONDENSATE 








Proved Actual pro- Rate: 
Year reserves duction dur- Reserves 
Dec, 31 ing the year | production 
icccccencosvesocbacecnsécnctisbanenercendsousipensennenneies 17, 348, 146 1, 214, 355 14.3 
scl Gethin ei vines tibdipbinsaseenipnniadeelianas 18, 483, 012 1, 264, 962 14.6 
Wi ondndé onckdnnrdodsdénacdnbbdadugedsadbaedilanlianii etna 19, 024, 515 1, 353, 214 14.1 
Mp andiutdceieeogpensen-vedusedibaneeentiineantsceneiinal 19, 589, 296 1, 402, 228 14.0 
icadtetiwntwdhiadeedcdtemeuedae Jintbidwchsetecantiwbanel 20, 082, 793 1, 386, 645 14.5 
(0 OS eee np conattiossacsabened 20, 064, 152 1, 505, 613 13.3 





RESERVES OF CRUDE OIL ONLY 





I isin thin istnsp dein ahaa pce et laa catciiadlamec ceca 19, 784, 530 1, 677, 904 11.8 
TE I SE SEE TE LAE ERE | 19, 941, 846 1, 713, 655 11.6 
I ia cm cascades ne A teelisdadeiicnssieiitn ca nics | 20, 873, 560 1, 733, 939 12.0 
con 65k dis ie eee | 21, 487, 685 1, 856, 987 11.6 
a ee 23, 280, 444 2, 020, 185 11.5 
icles itn cin sae cade thoete ds ecbeccuatntesedkheteesel 24, 649, 489 1, 841, 940 13.4 
ERT EF OORT EES LRP SE | 25, 268, 398 1, 973, 57 12.8 
ee 1 iscia eealletche coenimceesdialeiniaeciotees aan | 27, 468, 031 2, 247, 711 12.2 
RRBs Ga KP TE 27, 960, 554 2, 289, 836 12.2 
a i ee a ae | 28, 944, $28 2, 357, 082 12.3 
nist kn AERA PEEL) LP a | 29, 560, 746 2, 314, 988 12.8 
TR cca titihy <tisdntGn iss Séibesbd. A tessb i Lette ath hed 30, 012, 170 2, 484, 428 12.1 
Ec coateletaii2on naa ccccedeesectdsda-nantel een abntatniniin inate eae 30, 760, 000 2, 616, 168 11.8 





1 Preliminary. 


Source: Reserves—A. P. I.—Production—U. 8. Bureau of Mines, 


It will be noted that while the crude oil reserves have been rising 
each year over the previous year during the past several years to 
a total of approximately 31 million barrels a day at the end of 1956, 
the rate of increase in recent years has not been as high as it had been 
previously. 

Mr. Hallanan commented upon the declining rate of increase of 
reserves as follows: 


If you will observe the reports of the American Petroleum 
Institute figures which came out just within the last few days, 
for the fourth consecutive year we fell behind in this country 





* Hearings, March 20, 1957. 
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in finding surplus, a larger surplus of oil than we used. In 
other words, it was the fourth consecutive year that we have 
gone down the other way. 

Now, that does not mean that we did not find more oil last 
year than we used, we found more oil by 450 million barrels 
approximately than we consumed here at home, but that is 
less of a cushion of discovery than we have had in the pre- 
ceding years. In other words, we are going through a de- 
clining period of discovery, or discovering new reserves. 

* * * * * 


With reference to the increased cost of finding new re- 
serves, may I direct your attention to the fact that in the 
5-year period preceding World War II, wildcat oe re- 
sulted in the discovery of an average of 63 barrels of oil per 
foot drilled. 

During the war the comparable figure was 25 barrels, and 
it is now, as of this date, less than 10 barrels. These figures 
demonstrate that it now requires from 6 to 10 times the ex- 
ploratory effort and cost to find a new barrel of oil as com- 
pared with results of similar effort less than 20 years ago.® 


Commissioner Thompson distinguished additions to reserves arising 
from extensions and developments of known fields and from new dis- 
coveries : 


I think it is also well to call attention to the fact that the 
last study of reserves shows that our Nation in the year 1955, 
which are the latest complete figures, found new discoveries 
of 476,957,000 barrels of new oil, new discoveries; whereas 
we consumed 2,419 million. In other words, we consumed it 
six times as fast as we found it. 

ea cd * * * 


And our State of Texas discovered only 164 million new | 


barrels; and even after revising all the former estimates and 
all the extensions and developments of known fields, we came 
out 48 million in the red. So that is not a very proud figure, 
but it should be faced. We are using our oil about six times 
as fast as we are finding it in this country in pure new dis- 
coveries. 

We are not running out of oil. But the ratio of consump- 
tion to discoveries is constantly rising. It is just like check- 
ing money out of the bank faster than you put it in.® 


The relative position of the United States in reserves was stated 
by Mr. Rathbone: 


Well, there is not a shortage of oil today, no, sir, but I 
think that when you stop to consider that the reserves of 
crude oil in the United States, as we estimate them today, 


® Hearings, March 20, 1957. 
® Hearings, February 15, 1957. 
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represent about 20 percent of the world’s known reserves 
of crude oil, and add to that the fact that the United States 
is using about 50 or 55 percent of all of the world’s consump- 
tion of oil, and add still further to that the fact that, as far 
as we know today, there is only about 15 percent of the sedi- 
mentary area in the world in the United States that can 
potentially produce oil, it is very obvious that those things 
mean that some of these days the United States is going to 
be short of oil ahead of the rest of the world.” 


The Office of Oil and Gas also has furnished the following table 
of year-end stocks of crude oil and refined products with an index 


of the number of days supply represented in such stocks at current 
rates of consumption: 


United States oil stocks 





(Thousands of barrels} 
Natural Refined Total Grand Number 
End of year Crude oil gasoline products refined total of days’ 
oil supply 

411, 882 3, 100 251, 680 254, 780 666, 662 21 
370, 194 2, 825 258, 879 261, 704 631, 898 242 
339, 875 3, 203 249, 116 252, 319 592, 194 244 
354, 223 3, 680 244, 295 247, 975 602, 198 225 
337, 254 4, 216 222, 682 226, 898 564, 152 197 
314, 855 3, 698 223, 361 227, 059 541, 914 166 
288, 579 4,055 226, 595 230, 650 519, 229 146 
320, 338 4, 758 239, 901 244, 659 564, 997 154 
290, 632 4, 830 272, 241 277, 071 567, 703 146 
253, 308 4, 421 268, 109 272, 530 525, 838 132 
276, 615 5, 704 , 958 286, 662 563, 277 137 
257, 678 4, 437 294, 310 298, 747 556, 425 118 
245, 754 4, 632 247, 554 252, 186 497, 940 114 
249, 404 4, 541 229, 362 233, 903 483, 307 99 
226, 770 4, 451 245, 868 250, 319 477, 089 86 
223, 259 4, 322 235, 998 240, 320 463, 579 88 
230, 176 4, 981 271, 937 276, 918 507, 094 85 
230, 654 4, 296 265, 850 270, 146 , 800 75 
256, 627 5, 279 343, 537 349, 116 605, 743 91 
253, 356 6, 831 342, 932 349, 763 603, 119 87 
248, 463 7, 355 326, 892 334, 247 582, 710 74 
255, 783 8, 186 370, 140 378, 326 109 73 
271, 928 7, 807 394, 019 401, 826 673, 754 75 
274, 445 10, 428 440, 634 451, 062 725, 507 81 
258, 385 14, 038 442, 510 456, 548 714, 933 74 
265, 610 13, 564 435, 685 449, 249 714, 859 68 

20, 500 471, 600 492, 100 758, 400 70 





1 Preliminary. 
Source: Annual petroleum statements, U. 8. Bureau of Mines. 


CURRENT WORLD OIL SUPPLY-DEMAND POSITION 


World production of crude oil in 1956 is estimated at some 14,728,000 
barrels a day (exclusive of Russia and satellite countries). Of the 
total production, that of the United States was slightly less than 50 
percent; that of Latin America some 21 percent; and that of the 


* Hearings, February 19, 1957. 
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Middle East about 23 percent. The trends in the growth of produc- 
tion in the free world are shown in the following table: 


Free world crude-oil production 


[Barrels per day] 



































1938 1945 1946 1947 1948 1949 1950 
United States. .............-..- 3, 327,000 |4, 694, 945 |4, 750, 500 |5, 087, 600 |5, 519, 600 |5, 046, 400 | 5, 407, 100 
CONG Ys 55 i ee atiencackadec 19, 085 23, 241 20, 800 21, 100 33, 600 58, 400 79, 800 
RES Se 515, 545 885, 359 |1, 064, 400 |1, 191, 500 }1, 338, 800 |1, 321, 400 | 1, 498, 000 
Other Western Hemisphere....| 113,063 | 347,915 | 349,800} 381,600 | 392,300} 417,100 5, 200 
Total Western Hemi- 

NG 6 idcesahl 3, 974, 693 |5, 951, 460 |6, 185, 500 |6, 681, 800 |7, 284, 300 |6, 843, 300 | 7, 450, 100 
Middle East.._........-....... 328,241 | 532,214 | 702,300 | 839, 300 {1, 138, 700 |1, 401, 400 | 1, 755, 700 
Other Eastern Hemisphere-...- 237, 504 94, 186 62,500 | 109,000 | 214,000 | 279,700 324, 900° 

Total Eastern Hemi- 

eS 565,745 | 626,400 | 764,800} 948, 300 
Free world total_........ 4, 540, 486,677, 800 {6,050,300 |7, 680, 100 [a, 637, 000 | 64, 400 
1951 1952 1953 

io} ae eee 6, 158, 100 6, 256, 400 6, 457, 700 6, 346, 100 
Canada...... 130, 500 166, 900 221, 600 263, 200 
Is ct i 1, 704, 700 1, 804, 000 1, 765, 100 1, 895, 400 
Other Western Hemisphere--- 498, 400 501, 200 507, 500 554, 000 

Total Western Hemi- 

ROO 4s. 46d nccned 8, 491,700 | 8,728,500 | 8,951,900 | 9,058, 700 
Middle East............-.---- 1, 930, 800 | 2,083,700 | 2,423,900 | 2,739,300 | 3, 281,000 
Other Eastern Hemisphere... 373, 100 404, 600 451, 800 477, 900 493, 000 

Total Eastern Hemi- 
SUROIGS kin ctenntwsnd 2, 303, 900 2, 488, 300 2, 875, 700 3, 217, 200 3,774,000 | 4,089, 000 
Free world total......-- | 10, 795, 600 11, 216, 800 | us 827, 000 | 12, 275, 900 | 13, 682, 000 ! 14, 728, 000 
| } 


4 Preliminary. 


An esimate of production in the U. S. S. R. and satellite countries 
for 1956 is as follows: 


U. 8.8. R. and satellites estimated crude-oil production, 1956 

















| 
Produe- Midyear Produc- Midyear 
Country tion 1956 re- Country tion 1956 re- 
serves ! serves ! 
Thousand Thousand 
barrels Million barrels Million 
daily barrels daily barrels 
OBR tes 2 1, 680, 000 10, 500 || Bulgaria.................. 5, 000 1 
 .... cduaneuaa 223, 000 Ms a ae 3, 500 20 
SENT od cc etncteingct 25, 000 140 || Czechoslovakia..........- 3, 000 9 
CN dik cctenctipes 24, 000 200 —— 
AGRO, cccnbeonencadincs 6, 000 23 RE UCEL..nicedetegednes 1, 969, 500 11, 443 











1 World Oil, Aug. 15, 1956. 


2 About 60 percent from Ural-Volga region; limited production from central Asia and Sakhalin Island 
balance from the Caucasus region. 


Source: Office of Oil and Gas. 





; 
4 








PETROLEUM SURVEY Il 


The growing dominant position of the Middle East in the proved 
reserves of the world is readily manifest in a table giving the esti- 
mated reserves for 1935, 1940, 1945, 1950, and following years: 

World crude-oil reserves, January 1 


[Billions of barrels] 





1935 | 1940 | 1945 | 1950 | 1951 | 1952 | 1953 | 1954 | 1955 | 1956 





Western Hemisphere: 























United States of America........ ---| 12.2 | 18.5 | 20.5 | 24.6 | 25.3 | 27.5 | 29.0] 20.6] 30.7] 315 
UTES... 6 nsucincnkstitabibeemnenine $0) 31) 7.5) 12.6 | 13.2 | 121] 122] 15.2)17.2) 18.9 
BOON Seki cnnsipnatenitiadiintinies 15.2 | 21.6 | 28.0 | 37.2 | 38.5 | 30.6) 41.2 | 44.81 47.9 | 50.4 
a i Si 
Eastern Hemisphere: 
Middle East: 

BONGO... cu canccissnnnnniteadinlastcintcssinnll 1 2 2 .3 3 .3 2 - 
ON a a amanda 2.2) 3.5 ~5} 7.0] 13.0] 15.0] 15.0] 15.0} 15.0] 27.0 
BIGEL, ..nadasadantimindnasieandmal 1.5 25 4.0 5.1 9.0} 10.0} 12.0) 140] 143 18.0 
| 2 eee eS ES 4.0 | 11.0 | 15.0} 15.0 | 20.0) 220) 33.0 34.0 
Lo ns dnnniindeneeetineiiaaeisd «i A] LO} 12) 15] 15] 15 1.5 
Samet irts.......ncnanncncuneantidiahsncaad 2.0 90} 10.0 | 12.0 | 16.0 | 28.0 | 36.0 36.0 
Neoutesi sone (E4G.4 do nccedctabadetdulscescllenemnshhepechiencdésl-bcdullteamilanianl -4 -5 
POPROPs ctrncc ccc ccennnnantennidlidlsconnileiahabaeweseletiiiunlendradinimediean 1 
Baiietel .. 2. .ncciccnccenn dice 3.7 6.0 | 15.7 | 32.4 | 48.2 | 53.5 | 64.8 | 80.8 |100,4 | 117.3 

Others (except U. 8. S. R. and 
| ee ee 2.3 1.0 2.0 1.7 2.5 2.6 3.3 3.7 4.4 
Free-world total...............- 20.4 | 20.9 | 44.7 | 71.6 | 88.4 | 95.6 |108.6 ]128.9 152.0 | 172.1 
U. 8. 8. R. and satellites............... 3.0 5.0 6.5 |} 48 5.9 8. 1 9.6 97 | 10.4 10.9 
WN OO i aecteichtitictntaiticieae 23.4 | 34.9 | 51.2 | 76.4 | 94.3 103. 7 118. 2 [138.6 102.4 183.0 





The Office of Oil and Gas further furnished information showing 
the reserves of the free world by individual country and crude-oil 
production in 1956, as follows: 








12 PETROLEUM SURVEY 


Free world proved crude-oil reserves and production of crude oil, by countries 
and by areas, year 1956 




































Crude oi] | Crude oil - Crude ofl | Crude off 
reserves | production reserves | production 
Jan. 1, 1956 ') year 1956 2 Jan. 1, 1956 | year 19563 
Billion Thousand Billion Thousand 
barrels | barrels daily barrels | barrels daily 
North America: Free Euro ontinued 
United States........ 31. 491 $7, 148.0 West Germany-...... 0. 500 68.0 
RRR. namudinenaned 3.170 464.9 SEE 
EE icteencianteinn 1. 900 253.0 Total, free Europe-- 1. 235 190.8 
SS —EEEE aS. $.-_ OoE=—=E—_—EE==—S 
Total, North 
America.........- 36. 561 7, 865.9 || Africa: 
—__|J =—_————— Algeria. 005 .6 
Caribbean: Egypt . 150 32.0 
CN ce becncne . 580 120.0 orocco 014 2.0 
Seis teieireeteaunand 003 1.6 
OOS si cetcebbinn . 280 79.0 Total, Africa....... 169 34.6 
Venezuela............ 12. 000 2, 450. 0 =—>=—=— 
——_—__|—_ || Middle East: 
Total, Caribbean... 12. 863 2, 650. 6 SS ee . 200 30.0 
——_| —=—————— EE SEE SS: 27.000 538.0 
Other Western Hemi- | ee 18. 000 633.0 
sphere: SR chetentaminvcledieks . 050 6 
Argentina............ . 400 83.1 SOIR, cosdulitinnaiial 34. 000 987.0 
eh catenicrcorsn atime: . 050 8.7 Qatar... necccccccne 1. 500 127.0 
| _ ee . 027 11.0 Neutral zone. .......- - 500 39.0 
rhs capnisicatensiamine - 025 9.6 Saudi Arabia......... 36. 000 1, 000.0 
OUNGOT. cs Ticchonsensl . 250 9.7 DN in ccectinndiiinaie . 100 6.4 
Pian basnaasecaanes: . 225 49.8 
Total, Middle East 4117. 350 3, 361.0 
Total, other West- =—==—_—= 
ern Hemisphere... 977 171.9 || Other Asia: 
—_—_—_—_ —_—_—_————— Burma.... * 045 45 
Total, Western India..... a . 060 9.2 
Hemisphere. ....- 50. 401 10, 688. 4 Indonesia _-- oan 2. 300 257.0 
SS ——S_|_ Borneo (British) ...... . 500 116.0 
Free Europe: SOOM 5a cddbsdnotdced . 022 6.0 
ae . 400 64.8 New Guinea.......... . 050 7.2 
(| ee eel -120 25.0 TORI. Bockdecdates 022 5.1 
| Re -110 11.4 _—— 
Netherlands... ........ 100 20.5 Total, other Asia_.. 2. 999 405.0 
United Kingdom..... 005 SSS _ —=E=E 
Total, free world... 172. 154 14, 679.8 





1 Oil and Gas Development and Production, American Institute of Mining and Metallurgical Engineers, 
# The Oil and Gas Journal, Jan. 28, 1957. 
§ Bureau of Mines. 
¢ Wallace E. Pratt had indicated 230 billion barrels of reserves for the Middle East and 30€ billion barrels 
- athe - world, (See Peaceful Uses of Atomic Energy, vol. 2, January 1956, U. 8. Government Printing 
ce, No. 70101.) 


In speaking of the tremendous reserves which have been developed 
in the Middle East and shown in the above tables for 1956 as amount- 
ing to 117 billion barrels, Mr. Stewart commented : 


One of the problems involved in this is that the Middle 
East figures—well, they are substantial. We have no assur- 
ances that the Middle East alone isn’t double the width of 
this band. This figure is a very conservative figure.” 


Further, in connection with the production from these reserves, Mr. 
Stewart stated: 


Mr. Roserts. Do you have any figures, Mr. Stewart, as to 
the percentage, that is, comparing production in the Middle 
East now of proven reserves; in other words, how much of 
the oil has been tapped there, percentagewise? Do you have 
any figures? 





1 Hearings, February 7, 1957. 
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Mr. Stewart. A positive answer to your question, sir, sim- 
ply cannot be given with any assurance. e have a wide 
range of estimates on the Middle East reserves. They range 
from estimates that may be conservative, as conservative as 
we use in this country on reserves, to rather optimistic guessti- 
mates, but it would appear that somewhere in the neighbor- 
hood of 5 to 7 percent of the Middle East reserves have been 
tapped, as compared to probably 60 percent of our own.” 


Petroleum demand, exclusive of the United States and the Iron Cur- 
tain countries, rose from 2.2 million barrels a day at the end of World 
War II to 4.2 million barrels a day in 1952, and now is over 6 million 
barrels a day.* The tremendous increase in demand for petroleum 


products by the Western European countries is indicated in the fol- 
lowing table showing the 1947-55 consumption by the 17 countries 
which are members of the Organization for European Economic Co- 
operation. 


Increase in total consumption of petroleum products, 1947-55 (including bunkers 
but excluding refinery fuel) : OREO Zone 


[Thousand barrels daily) 








Percentage Percentage 

Total con- increase in Total con- increase in 

Year sumption relation to Year sumption relation to 

previous previous 
year ' year ! 
BE cubdbodatiabaccan WUD Bi diccincnetibatt WRB ita cticataeesee 1, 392 5.8 
it cedctediwandnciios 798 Jide I ein ehbackdpodineawe 1, 500 7.8 
Be bactndneccescnese 936 UZ. 3 PE Web eiacdegheetindins 1, 736 15.7 
eae 1, 100 17.5 WO ccrcinviicnnsidecduistinid 1, 998 15.1 
le ndaeeintbnncanat 1,316 19.6 





1 Overall cumulative rate 13.2 percent per annum. 
Note.— Millions of metric tons in table recast into thousands of barrels dally. 


Source: Oil, the Outlook for Europe. The Organisation for European Economic Cooperation. Paris, 
September 1956 


This increased European demand, while large for motor gasoline, is 
even more marked in terms of expanding requirements for fuel oil: 


Mean annual 
1948-55 compound 
rate 


Percent Percent 
ND... i. ccidisil init puenmectidnneghaiinmailiiaiiee aa, 100 10.5 
Kerosene... ....... LAS LES ETE OFT ESE EAA Ee eS Oe a ek 35 4.2 
CI0e OO. 2.5.0. cwinn siniibecsitcn dabip ade dndantindia nana theta 138 14.0 
PR Olicsacccncutsnetsentsnhoemeehthnlcasdiededamaie nae 210 17.8 


Source: Oil, the Outlook for Europe, the Organisation for European Economic Cooperation, Paris, 
September 1956. 


This demand pattern for petroleum products for the fourth quarter, 
1956, compared with the demand pattern for the United States, 1s 
shown in a table submitted by the Office of Oil and Gas: 


18 Thid. 
% Assistant Secretary Wormser, March 22, 1957. 
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Demand pattern for petroleum products, 1956, United States versus European 
























area* 
United States European area 
aeeniimapescnaricctaconeee 
Thousand Thousand 
barrels Percent barrels Percent 
daily daily 

Ge eiten in cian Aietinsnnansuekiianiannpiiaiineagaaeercdi 3, 782 43 661 22 
ORD, canted adit insiddeopdeddbbddesetghetsodndaeetedusos 324 4 109 4 
Distillate. 1, 718 19 656 21 
Residual. 1, 535 17 1, 127 37 
Other and loss 1, 468 17 477 16 
TOR 6 cg. heheh a dancuccstadarastnsapecepagiauetty 8, 827 100 3, 030 100 





1 Includes Western Europe, north and west Africa, 
Source: Bureau of Mines, FPSC and OOG 


II. On Lirr to Evrorg 


Any discussion of the present petroleum situation and the outlook 
for 1957, either domestically or worldwide, naturally must encompass 
consideration of the disturbances to the normal flow of oil from source 
to market occasioned by the closure of the Suez Canal and the stop- 
page of the Iraq pipelines, the substituted sources of supply and 
rerouted tanker movement utilized to meet the immediate effect of 
such disturbances, and the potential reversion to normal oil flow upon 
the reopening of the canal and the pipelines. 

In view of the effect upon our domestic supply-demand Sap 
these past few months of the efforts made to continue a supply to 
Europe, whether such effect be significant in actuality or merely in 
contemplation, it seems appropriate here to recite the facts developed 
by the committee as to the success of the oil lift to Europe. 


PLANS FOR MEETING AN INTERRUPTION OF MIDDLE EAST OIL FLOW 


In March 1956 the Office of Oil and Gas commenced— 


An analysis of the petroleum-supply problem for the free 
world and, particularly for Europe and north Africa, if there 
was a stoppage of any sort in the supply from the Middle 
Kast * * *. We found after a few weeks that European 
countries were likewise concerned and were making their 
own estimates * * * we had carried forward studies on the 
petroleum requirements to maintain anything like healthy 
economies in Western Europe, to determine how much oil 
would be needed, and to analyze to the extent we could what 
other sources of oil there might be available to meet the 
European demand." 


On July 31, 1956, the Director of the Office of Defense Mobilization 
notified the Secretary of the Interior that— 


4% Hearings, Hugh Stewart. February 7, 1957. 


a 
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any interruption in oil flow through the Suez Canal or 
through the oil pipelines from the Middle East oilfields to 
the Eastern Mediterranean would cause a crisis. 


On August 1, 1956, the Secretary of the Interior made a finding that 
there was— 


an emergency outside the United States that could threaten 
the defense mobilization interests in programs of the United 
States. 
In pursuance of the Secretary’s finding, Mr. Stewart undertook to 
initiate a plan of action: 

When the canal was nationalized on July 26, it became very 
apparent that we were then facing a possible interruption of 
some sort because of the rising tide of Arab nationalization 
ideas. We still had no idea of what might happen, but be- 
cause of the pending threat we took advantage of the volun- 
tary agreement relating to foreign petroleum supply, that 
had been in effect substantially from the time of the Abadan 
crisis in 1952, to establish under that a plan of action under 
which we could establish a committee of oil companies having 
foreign operation and having substantial tanker tonnage. 

We asked that committee to analyze promptly the free 
world petroleum requirements and the free world’s produc- 
tion available to meet those requirements. 

It became apparent very quickly in this analysis that the 
problem was essentially a tanker problem because an inter- 
ruption in the Middle East, whether it was a cutoff of trans- 
portation, as it proved to be, or reduction in supply, would 
require the redeployment of the world’s tanker fleet.’ 


On August 7, 1956, at a formal meeting of the Foreign Petroleum 
Supply Committee, which had been created under a voluntary agree- 
ment pursuant to section 708 of the Defense Production Act, a plan 
of action was recommended by that committee. On August 10, 1956, 
the plan of action was approved by the Attorney General, after the 
— clearances and recommendations by the Secretary of Interior, 

irector of the Office of Defense Mobilization, and the chairman of 
the Federal Trade Commission. This plan of action contemplated 
the creation of a Middle East Emergency Committee composed of 


16 Assistant Secretary Wormser, March 22, 1957. 
%* Hearings, February 7, 1957. 
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representatives of 13 (later 16) companies for the purpose of studying 
foreign supply and demand.” 


11 Membership of the respective committees is as follows: 


Foreign Petroleum Supply Committee membership, Feb. 1, 1957 





Company Representative Alternate 





a 
American Independent Oil Co., 111 Sutter St., San | Harley OC. Stevens..} B. Tyran, 
Francisco, Calif. 
Arabian American Oil Co., 505 Park Ave., New | J. T. Duce._........ 
York, N. Y. 
Caltex Oil Products Co., 380 Madison Ave., New | W. F. Bramstedt...| A. J. Singleton. 
York, N. Y. 
Cities Service Co., 70 Pine St., New York, N. Y-_-_.- Chas. 8. Mitchell_..| Robert E. Roehl, 
Creole Petroleum Corp., 1230 Avenue of the Ameri- | Herman A. Metzger_| Daniel E. Stines, 
cas, New York, N. Y. 


The Frontier Refining Co., 4040 East Louisiana | M. H. Robineau....; Norman L. Meyers, 
Ave., Denver, Colo. 


Getty Oil Co., 206 Pennsylvania Bldg., Wilmington, | Chas. F. Kseg...... Raymond J. Fish, 

Del. 
Gulf Oil Corp., Gulf Bidg., Pittsburgh, Pa_____....- R,. O. Rhoades_....- C. W. Hurley, Jr, : 
Sinclair Oil Corp., 600 Fifth Ave., New York, N. Y..| E. L. Steiniger_..... C. G. Drescher. i 
Socony Mobil Oil Co., Inc., 150 East 42d St., New | Paul V. Keyser....- A. C. Ingraham, 

York, N. Y. 
Standard Oil Company of California, 225 Bush St., | T. L. Lenzen-......-. G. T. Ballou, suite 


San Francisco, Calif. 4507, 30 Rockefeller : 


Plaza, New Y 
N.Y = 


Rysiere 28 Co, (N. J.) 30 Rockefeller Plaza, New | 8. P. Coleman...... Howard W. Page. ) 
York, N. Y. 
Standard-Vacuum Oi! Co., 1000 Westchester Ave., | C. B. Marshall_..... John A. McQuilkin, 
White Plains, N. Y. 
The Texas Co., 135 East 42d St., New York, N. Y...| A. N. Lilley......... H. T. Dodge. 
Tidewater Oi] Co., 79 New Montgomery St., San | J. E. Roth.........- W. L. Fanning, Jr., 17 
Francisco, Calif. Battery Pl, New 
York, N. Y. 
Venezuelan Petroleum Co., 600 Fifth Ave., New | H. M. Russell_.....- W. OC. Paton. 
York, N. Y. 





Source: Chairman: H. A. Stewart, Director, Office of Oil and Gas, U. S. Department of the 
Interior. 


Middle East Emergency Committee membership—August 1956 








Company Representative Alternate 
Arabian-American Oi] Co., 505 Park Ave., New | J. T. Duce............ Dale Nix. 
York, N. Y. 
Caltex Oil Products Co., 380 Madison Ave., New | W. F. Bramstedt..... A. J. Singleton. 
York, N. Y. 
Cities Service Co., 70 Pine St., New York, N. Y_...| Chas. 8. Mitchell..... Robert E. Roehl. 


Creole Petroleum Corp., 1230 Avenue of the | NicholasJ. Campbell, | Herman A. Metzger, 
Americas, New York, N. Y. 


r. 

Getty = Co., 206 Pennsylvania Bldg., Wilming- | Chas. F. Krug ........ Raymond J. Fish, 
ton, Del. 

Gulf Oil Corp., Gulf Bidg., Pittsburgh, Pa........ R. O. Rhoades. ......- C. W. Hurley, Jr. 

Sinclair Oil Corp., 606 5th Ave., New York. N. Y_.| E. L. Steiniger........ Orville E. Judd. 

Socony Mobil Oil Co., Inc. 26 Broadway, New | Paul V. Keyser.......| A. C. Ingraham, 
York, N. Y. 

Standard Oi] Company of California, 225 Bush | T. L. Lenzen......... G. T. Ballou. 


St., San Francisco, Calif. 
Standard Oil Co. (N. J.), 30 Rockefeller Plaza, | 8S. P. Coleman, chair- | Howard W. Page. 

New York. N. Y. man. 
Standard-Vacuum Oil Co., P. O. Box 1000, White | C. B. Marshall 


i ateneail John A. McQuilkin, 
Plains, N. Y 
The Texas Co., 135 East 42d St., New York, N. Y_.| A. N. Lilley_......... H. T. Dodge. 
oe ——— Co., 600 5th Ave., New | H. M. Russell........ Bynum E. Hinton, Jr, 
Tork. N.Y 





COMPANIES SUBSEQUENTLY INCLUDED IN MIDDLE EAST EMERGENCY COMMITTEE MEMBERSHIP 





American Independent Oi! Co., 111 Sutter St., San | Harley C. Stevens....| B. Tyran. 
Francisco, Calif. 


Tidewater Oil Co., 79 New Montgomery St., San | J. E. Roth............ W. L. Fanning, Jr. 
Francisco, Calif. 
The Frontier Refining Co., 4040 East Louisiana | M. H. Robineau...... Norman L. Meyers. 


Ave., Denver, Colo. 
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In the words of Assistant Secretary Wormser: 


It quickly became apparent that, if the crisis was confined 
| to an interruption of petroleum transportation in the Middle 
) East, the problem would be principally one of tanker trans- 

portation. Ample production of oil was potentially avail- 
able in the Persian Gulf, in northern South America, and 
in the United States. On the other hand, the free world’s 
tanker fleet was barely in balance with normal tanker trans- 
portation requirements. 

Attention was then concentrated on the problem of deter- 
mining how the tanker fleet could be used to the best advan- 
| tage and how much oil it could transport to Western Europe. 
| Combining the studies of the Supply and Distribution 

Subcommittee and the Tanker Subcommittee, it was appar- 
ent that if one or both pipelines in the Middle East were 
interrupted the tankers moving Middle East oil to Europe 
and the United States would have to be redeployed, and if 
the Suez Canal were closed, the redeployment would be even 
greater. 

The redeployment of tankers depended upon several fac- 
tors. The tanker routes from the United States gulf or Carib- 
bean area to Western Europe were the shortest. Substan- 
tial amounts of domestic oil could be made available for 
export on the United States gulf coast without causing a 
shortage in domestic supplies. Additional amounts were 
available in the Caribbean area. It was obvious, however, 
that the total oil readily available from the Western Hemi- 
sphere was not enough to meet all of Europe’s requirements, 
Therefore, many tankers would have to take the long route 
from the Persian Gulf around the Cape of Good Hope to 
Europe. It was further apparent that oil imports from the 
Middle East to the United States and Canada east coast 
would have to be diverted to Europe and this oil be replaced 
by domestic and other Western Hemisphere crude oil. 

The month of October was taken up in studying ways and 
means of making the tanker mee oyment most effective 
and in estimating the amount of oil which Western Europe 
might expect to get. The fourth quarter 1956 normal oil 
demand for the area was forecast at 3,200,000 barrels per 
day. It was estimated that this area could expect about 75 
percent of normal requirements. This degree of efficiency 
assumed that the tanker fleet would be used at its greatest 
efficiency by elimination of cross hauls and split cargoes and 
taking advantage of the shortest hauls.* 


Mr. Hugh Stewart summarized this period prior to the closing of 
the canal as follows: 


During that period, from July 26 to the last of October, 
there was developed a policy with respect to supplying Eu- 
rope in the event of a loss or interruption of supplies from the 
Middle East. That policy gradually developed over that 


% Hearings, March 22, 1957. 
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period of time, but from the beginning it was apparent that, 
if we were to have a strong NATO alliance which is actually 
our first line of defense against Communist aggression, the 
Western Europe requirements would have to be met substan- 
tially in full, if that economy was to be kept strong and ina 
position to continue to serve as effective allies.” 


On October 31, with the military attack by Great Britain, France, 
and Israel, movements through the canal stopped, cutting off a flow 
of oil then running at 1,650,000 barrels a day. On November 3, 1957, 
oil movement through the Iraq pipelines to the Mediterranean was 
stopped by damage to the pipelines, cutting off over 500,000 barrels a 
day. . The Trans-Arabian pipelines continued operation ‘at some 820,- 
000 barrels a day. Of the total movement of some 2,475,000 barrels a 
day which then was going through the canal and the pipelines, some 
2,100,000 barrels a day were being delivered to the European and north 
African area west of Suez, and the balance to the east coast of North 
America.” 


During the month of November no action was taken by the Middle 
East Emergency Committee. As expressed by Assistant Secretary 
Wormser : 


The international situation was then extremely delicate, and 
this Government did not see its way clear to take official uction 
during the month of November. During the month, however, 
activities of the United Nations had progressed toa point 
where on November 30, the President of the United States 
could authorize full operation of the Middle Kast Emergency 
Committee.”* 


On November 30, the President authorized the operation of the 
Middle East Emergency Committee, and Assistant Secretary Wormser 
as Administrator under the plan of action called a meeting of the 
committee for December 3 Certain amendments were made to that 
»lan on December 3 and several schedules were issued thereunder on 
Dacseukie 7, which were designed to make the most efficient use of the 
tanker fleet to move the maximum quantity of oil to Western Europe. 

The type of activity undertaken by the participating companies 
under the “Plan of Action” is indicated by schedule No. 1 to that plan, 
which pertains to the substitution of petroleum supplies from the 
Western Hemisphere for Persian Gulf supplies hitherto moving to the 
United States east coast: 


Scuepute No. 1 


PURSUANT TO PLAN OF ACTION DATED AUGUST 10, 1956 (AS 
AMENDED DECEMBER 8, 1950), UNDER VOLUNTARY AGREEMENT 
RELATING TO FOREIGN PETROLEUM SUPPLY, AS AMENDED 


This schedule has been prepared pursuant to Plan of 
Action dated August 10, 1956 (as amended December 3, 





1® Hearings, February 7, 1957. 

2 Felix Wormser, March 22, 1957. These data are at variance with those referred 
to infra, submitted as estimates for fourth quarter by Hugh Stewart, February 7, 1957, 
and Felix Wormser, February 14, 1957. 

21 Felix Wormser, March 22, 1957. “During the month of November, during that period 
prior to the time when the “Government was willing to take any active part officially, the 
oil companies, both our own American companies having foreign operations, and the 
foreign oil companies, moved to supply Europe for all of the oil that they could get,” Hugh 
Stewart, February 7,1957. For liftings, see infra. 
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1956), under Voluntary Agreement Relating to Foreign Pe- 
troleum Supply, as amended, and in the light of the finding 
by the Administrator that a substantial “Middle East pe- 
troleum transport stoppage exists within the meaning of 
Section 2 of said Plan of Action. 

The purpose of this schedule is to provide a program to 
implement said Plan of Action. 

The program is designed to alleviate petroleum shortages 
and dislocations resulting from the substantial Middle East 
petroleum transport stoppage through measures that will 
result in the more efficient utilization of tankers and other 
petroleum transportation facilities. These measures in- 
clude the rearrangement of present and programed petrol- 
eum movements. 

The measures that constitute the program that is covered 
by this schedule are: 

The diversion to Western Europe and other affected 
areas of petroleum supplies moving and which would 
otherwise move from the Persian Gulf to the U. 8. East Coast 
and the substitution therefor of petroleum supplies from 
Western Hemisphere sources. 

‘The diversion to Western Europe and other affected 
areas of petroleum supplies moving and which would other- 
wise move from the Persian Gulf to the Canada East Coast 
and the substitution therefor of petroleum supplies from 
Western Hemisphere sources. 

3. The diversion to the Mediterranean region and other 
affected. areas of petroleum supplies moving and which would 
otherwise move from the Eastern Mediterranean to U. S. 
East Coast and the substitution therefor of petroleum sup- 
plies from Western Hemisphere sources. 

4. The diversion to the Mediterranean region and other 
affected areas of petroleum supplies moving and which would 
otherwise move from the Eastern Mediterranean to Canada 
East Coast and the substitution therefor of petroleum sup- 
plies from Western Hemisphere sources. 

5. The diversion to the Mediterraneau area of petroleum 
supplies presently moving from the Eastern Mediterranean 
to Western Europe and the substitution therefor of petroleum 
supplies from the Persian Gulf or Western Hemisphere 
which are moving and which would otherwise move to the 
Mediterranean area. 

6. Such rearrangements or combinations of any of the fore- 
going movements of petroleum supplies or of movements 
under any other schedule as will make available transporta- 
tion facilities to alleviate shortages resulting from the 
Middle East transportation stoppage. 

The rearrangement of these movements to increase the 
efficient use of tankers and other petroleum transportation 
facilities will make it possible for substantial additional sup- 
plies of petroleum to be made available to Western Europe 
and other areas now suffering petroleum shortages resulting 
from the Middle East petroleum transportation stoppage. 


23009°—58 H. Rept. 85-1, vol. 1——106 
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Each of the participants in the Plan of Action dated 
August 10, 1956 (as amended December 3, 1956), will, in 
good faith, endeavor to take such actions pursuant to Sec- 
tion 2 of the Plan of Action as are available to it toward 
carrying out this program subject to such limitations as may 
be imposed by such circumstances as lack of petroleum re- 
sources or facilities, governmental restrictions or require- 
ments, economic detriment or other action taken under any 
schedule. 

This program contemplates that the participants may fur- 
nish to the Committee and may at meetings of the Middle 
East Emergency Committee or its Subcommittee, present, 
exchange, and discuss information that may facilitate the 
taking of actions hereunder, including information as to the 
situation of individual companies. 

This schedule shall remain in effect from the date of its is- 
suance by the Administrator until March 31, 1957, unless 
sooner terminated by the Administrator, provided, that, in 
any event, any commitment arising from any action that has 
been undertaken hereunder may be completed according to its 
terms. 

Approved and Issued December 7, 1956. 


Feirx E. Wormser, 
Assistant Secretary of the Interior—Mineral Resources. 


Amendment No. 1 to Schedule No. 1—pursuant to plan of 
action dated August 10, 1956 (as amended December 3, 
1956), under voluntary agreement relating to foreign pe- 
troleum supply, as amended 


Schedule No. 1 is hereby amended by adding the following 
note: 
“For the purpose of this schedule, the words ‘United States 
East Coast’ includes the United States Gulf Coast.” 
Approved and Issued February 4, 1957. 


Feirx E. Wormser, 
Assistant Secretary of the Interior. 


Schedule No. 2 provided for arrangements to substitute United 
States gulf oil for Caribbean oil hitherto moving to the United States 
east coast; schedule No. 3 provided for elimination of cross hauls 
between ports in the Eastern Hemisphere east of Suez; and schedule 
.No. 4 caleu to arrangements for changing operations of pipelines 
within the United States to increase volume of deliveries to the gulf 

orts. 
. The result of the activities carried on under these schedules is set 
forth in the discussion of the success of the oil lift in the section which 
follows. 

In view of the success achieved, the Department of the Interior on 
March 11 reviewed with the Middle East Emergency Committee the 
terminating of the plan of action and whether the schedules should be 
extended beyond March 31.2% On March 22 the Department author- 


® Hugh Stewart, hearings, March 22, 1957. 
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jzed a continuation of the schedules for 60 days, for reasons as ex- 
plained by Assistant Secretary Wormser : 


But in the light of all the information we have and the desire 
to continue the fine progress that has been made in rescuing 
Europe from a critical situation, it seemed desirable to ca 
on for 60 days longer, hoping that by that time the Middle 
East situation would clarify itself, the canal would be opened, 
and we could make a more intelligent determination as to 
when in might definitely terminate the activities of the 
MEEC. 


THE MEETING OF EUROPE’S OIL REQUIREMENTS 


Europe’s * oil requirements for the fourth quarter, 1956, were esti- 
mated at some 3,200,090 barrels per day. The source of these require- 
ments, and the estimated flow of crude oil and products for the fourth 

uarter, 1956, had there been no interruption to the normal flow 
through the canal and pipelines, is indicated in the following table: 


Pre-Suez movements of crude oil and products (selected routes shown on the 
flow chart) 


(Thousands of barrels daily] 





Area of destination Eastern | Persian Far 

United Carib- | Mediter- Gulf East U. 8.8. R.! 

States bean ranean (via (via and 

gulf (pipe- Suez) Suez) satellites 
lines) 

United States (east coast) ............... '1, 960 990 110 ee as 
Comnde ast 600s) ...niccniaccscscdssncetensstessia 250 30 GEE enetammactndddpeanniet 
South America (east coast)..............]-..-.--.-- AO Sochennnen De inconcedmeatenneisennalt 
D>>>SS.=-|_b_, Dl_—=[an"»=a=a][E!|_—_=aaanananaE|_@—omaan=_=aa=_=»|_ Ola =EESS=|_o=_aana==SB 
Northwest Europe_..................<<- 40 530 330 990 50 60 
PITRE. ..oncnccntiiincscensiiibens 10 40 350 re 40 
West Africa and Atlantic islands......./.......... 110 10 40 We eehdbndndaet 
Total west of Suez_............... 50 680 690 1, 450 60 100 
South and East Africa and Red Sea-.....|.......... a 370 | .csesnndcelpcecmemeccee 


1 Estimated by Office of Oil and Gas, Program Division. 
Source: Middle East Emergency Committee, Jan. 29, 1957, estimate. 


It will be noted that Europe’s requirements would have been met 
by some 50,000 barrels per day from the United States gulf coast, 
680,000 barrels per day from the Caribbean, 2,140,000 barrels a day 
from the Middle East of which 690,000 reached the eastern Mediter- 
ranean by pipeline and 1,450,000 via the Canal, 60,000 barrels a day 
from the Far East via the canal, and 100,000 barrels a day from Iron 
Curtain countries. To this total of 3,030,000 barrels a day is to be 
added indigenous production of some 225,000 barrels a day. 

This table also includes the flow of oil to the United States and 
Canada from the United States gulf, Caribbean, and Middle East, inas- 
much as the plans for meeting EKurope’s requirements entailed rerout- 
ing of this supply from the Middle East to Europe, and the substitu- 
tion of Western Hemisphere oil. 


“Throughout, the term “Europe” is employed to embrace northwest Europe, the Medi- 
terranean, West Africa, and Atlantic islands, 
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Between November 1 and December 5 oil companies acting indi- 
vidually had shipped some 15 million barrels to Western Europe con- 
sisting of 8,946,000 barrels of crude oil; 1,197,000 of gasoline; 266,000 
of kerosene; 3,671,000 barrels of distillate fuels; 581,000 residual fuel; 
and 217,000 barrels of miscellaneous products. After the Middle East 
Emergency Committee became operative, starting December 3, 1956, 
and through January 23, 1957, an additional 21,784,000 barrels of 
crude oil and products were shipped from the United States to Europe, 
of which 10,836,000 was erude oil. At the same time, Europe was 
receiving from the Middle East around the cape, and from the Trans- 
Arabian pipeline an additional supply of 114 million barrels a day, 
and from Venezuela some 820,000 barrels a day.” 

On Febrvery 7, Mr. Hugh Stewart, speaking from January 29, 1957, 
estimates, told the committee that the lift to Europe was within 250,000 
barrels a day or 8 percent of meeting Europe’s full normal require- 
ments for the first quarter of 1957 of 3,300,000 barrels a day without 
taking into account any rationing by the European nations. Mr. 
Stewart furnished the following table of estimated movements of 
crude oil and products for the first quarter of 1957: 


Post-Suez estimated movements of crude oil and products (selected routes shown 
on flow chart) 


[Thousands of barrels daily] 





Area of origin 






































| 
Area of destination Eastern : — 
» ded ; sig 8.8. R 
United | Carib- | Mediter-| Persian | pa, | U.S.8. RK. 
States bean ranean = East a 
gulf (tapline) pe aves 
foo ee eo Pat eee a ee 
United States (east coast) ..........-.-.-.- | 12,140 8 19bcccasceaz D tnczicksilccccomianel 
ae ee. a ee ae 10 Ol cscssscsstewescsse ls fase cbacdlencceduseee 
South America (east coast).............-.- ica fummeoke lll = ee } BD todiccdes ae. ee 
——_——— | = => |  ——— =} = =. | 
Northwest Europe.....................-.- 330 590 130 os dg CE 70 
I ad nv cect ntti boii 70 80 200 Be Siiciuad 50 
IS Peed ik tn incl dagnedinnlinmeente 10 15D |. cccee- oon OW loutcdeshicacatameaded 
Putel wed wt Gait. A ae ecsanseesnet | 410 820 330 B 870 [nducdece 120 
South and East Africa and Red Sea__....- saieseitanenbidatalataeendenandisbialiaintatiatinenes UE \sssteoinenenedinisiaiaaan 














1 Estimated by Office of Oil and Gas, Program Division. 
Bource: Middle East Emergency Committee, Jan. 29, 1957, estimate. 


It may be noted that the total supply to meet estimated first quarter 
requirements of 3,300,000 barrels a day, is set forth in this table as 
amounting to 2,850,000 barrels per day, to which indigenous produc- 
tion of some 225,000 barrels a day should be added. 

On March 22, Assistant Secretary Wormser summarized the situa- 
tion as follows: 


The overall supply to Western Europe including north and 
west Africa during December and January averaged almost 
8 million barrels a day. The effectiveness of the oil lift in- 





™“ Hugh Stewart testimony, February 7, 1957. 
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creased somewhat during February and has apparently con- 
tinued at a high level thus far into March. 


The reopening of the Iraq pipelines has made 220,000 bar- 
rels a-day of Iraq oil available in the pipeline terminals of the 
eastern Mediterranean. The short tanker haul to Western 
Europe for this oil will make still greater quantities of oil 
available. It, therefore, appears that the oil crisis in Europe 
is passing, a there are no further troubles in the 
Middle Eas 

Fesential oil requirements of Western Europe have been 
met. Serious disruptions in the European economy have 
been avoided and the military strength of NATO has not 
been impaired by lack of oil. 

Mr. Wormser continued by referring to comments made 2 days 
before at a meeting of the Petroleum Emergency Group (OPEG) of 
the Organization for European Economie Cooperation by its Chair- 
man, Angus Beckett, the substance of which, Mr. Wormser stated, 
was as follows: 


The OEEC countries got through the winter satisfactorily 
because of substantial oil inventories before the canal closed, 
unusually mild weather, effective rationing and efficient opera- 
tions of the MEEC and OPEG which made available more 
supplies than was believed possible. He indicated that for 
the second quarter of this year the supplies would be a) proxi- 
mately on the level of normal demand pak because of the 
extreme stock drawdowns, the countries should consider that 
the availability would not exceed 90 percent of the normal 
demand in order to permit some stock replenishment. The 
relatively satisfactory outlook for the second quarter, of 
course, depends upon a continuation of industry coordina- 
tion through MEEC/OPiG and continuing coordination 
through OKEC. Any premature abandonment of the Gov- 
ernment-industry machinery before Middle East oil trans- 
portation is almost back to normal would mean that Europe 
again would face a shortage of oil. 


Mr. Stewart commented upon Mr. Beckett’s statement: 


Now on the basis of this statement, which is the day before 
yesterday, we assume that the oil lift has already reached a 
level where their normal demands will be met. 


For purposes of comparison with the pre-Suez movement and the 
post-Suez movement for the first quarter, 1957, Mr. Stewart furnished 
the committee with estimates of the oil flow for the second quarter, 
1957, as follows: 
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2d quarter 1957: Estimated movements of crude oil and producte* 











[Thousands of barrels daily] 
enA......\:eR.@S2=&o&o-““— ei... ee 
Area of origin 
Ares of destination Eastern | Persian 

United Carib- | Mediter- Gulf Far | U.8.8.R3 

States bean ranian (via East and 

gulf (pipe. cape) satellites 
lines) 

United States (east coast)................. 2 2,090 TUG Nnccconncs OD hiccdates octibca oii 
Canada (east coast)....................... 18 SOD is irecdtlh iiicounsniach inion bewnwdamegiil : 
South America (east coast) ................|-.-...---- ee 426th Ue lncnnccselecenannie 
_—S=S=S=_=—_W —~L—_—_—_=__——SSaI_4K -_E=_=ana=a=a=_.—_]__a_=an@9aBa9n9n@»E S————_— ————_—_—____} 
Northwest Europe.......................- 228 650 74 OO I a ccesiieetiin 70 
pS | ETE BEAL ESET ES 48 114 456 a eee 50 
Ta ln 19 146 14 GED cnintqecnunenemiiiiiend 
CORON TN 00 8 a cnbiingilccnee 295 910 544 ROO tices tt 120 
Outs Sen Teese Aivich/Med DOR... wane lidamerasca loconcesonnlinacecusne TOO fic necocsloecusbabenen 








1 Assumed Suez Canal closed, IPC pipelines open. Primary effect of the opening of the canal would be 
to reduce shipments from United States gulf to west of Suez area and to increase shipments from the Persian 
Gulf via Suez Canal. 

3 Estimated by Office of Oil and Gas, Program Division. 


Source: Middle East Emergency Committee, Mar. 25, 1957. 


It will be noted that the total flow of oil to Europe, on the assump- 
tions made, is estimated as 3,017,000 barrels per day to which indige- 
nous production of 225,000 barrels a day is to be added. ‘These esti- 
mates show a decline in the expected liftings for Europe from the gulf 
coast, and an increase in those from the Caribbean and from the east- 
ern Mediterranean pipelines, 


CONFUSING STATEMENTS ON OIL-LIFT TARGET 


In assessing the success of the measures taken to meet Europe's re- 
quirements it seemed appropriate to determine what the target might 
be against which the supply figures were measured. The record before 
the committee is somewhat confusing on this point. 

Initially, it appears it was considered that about 75 percent of nor- 
mal needs could be met although as to this Mr. Rathbone commented: 


Well, sir, as I tried to make clear a moment ago, I don’t 
know of any official target figure as to what Europe has to 
have in order to avoid getting into difficulties. I know that 
early in the game, before we knew how much we could re- 
deploy the w orld tanker fleets, and how we could handle this 
problem, there were estimates made that we might do 75 per- 
cent for awhile. I don’t think that was ever a long-range 
target, and if it was, in my opinion, it is entirely too low. 


However, in the comparison of pre- and post-Suez movements pre- 
sented by Director Stewart to the committee on February 7, 1957, and 
the success in meeting requirements, the full normal requirements 
appear to have been used although this is confused : 


The Cuarrman. You mean the policy is to be that the total 
normal needs, the demand of Western Europe is to be met 
before they are satisfied ? 

Mr. Srewart. Not the total demands, Mr. Harris. We 
never had any expectation of meeting their total demands. 
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The various assertions as to the proportion of Europe’s requirements 
being met, whether 92 percent, 80 percent, or other percentages, are all 
against full normal requirements and not any lower target. Of itself 
this presents some difficulty in view of the reported existence of exten- 
sive rationing of petroleum products conducted by various European 

vernments. A summary of such rationing programs was supplied 
i the record by the Department of State. Such summary choca 
restrictions prevailed in most countries on gasoline, that heating oils 
were restricted to 80 percent of base consumption, and that heavy fuel 
oils were restricted by various percentages. The record is not clear 
as to the extent to which these rationing programs were carried out, 


CONFUSING STATEMENTS ON SUCCESS OF OIL LIFT 


During November and December 1956, it is estimated that more 
than 92 percent of European requirements were supplied.” 

On January 3, 1957, Humble Oil & Refining Co. (subsidiary of 
Standard Oil Company of New Jersey) stated it had come to the end 
of the oil it could deliver to gulf = for European shipment from 
its own production inventories and purchases, and was unable to buy 
additional oil. So, it concluded that paying a high price “was the only 
remaining way by which the needed additional crude-oil supplies could 
be secured.” 

Subsequently at the January meeting of the Texas Railroad Com- 
mission, both Humble and Magnolia (subsidiary of Socony Mobiloil 
Co.) asked for additional days’ production either in specified fields or 
in the State generally. The commission on the basis of its own hearing 
did not accede to the full request.” 

On January 27, 1957, Assistant Interior Secretary Wormser issued 
a release at a press conference in which he stated that relationships 
with Western Kurope— 


are likely to be seriously underminded unless the economic 
effects of the oil shortages on vital industries of Western 
Europe are mitigated ; 

that— 


the still critical European petroleum supply situation was 
reviewed and * * * a reduction in supply of oil for power 
and heat * * * threatens to have the most severe impact; 


and that— 


crude-oil shipments to Europe can continue at onvthing 
approaching a satisfactory rate without endangering United 
States supply, therefore, only if one or preferably both of 
the following are done: 


(a) United States crude-oil production is increased ; 
(b) Domestic refining runs are reduced. 


On February 1, 1957, Director Stewart held a press conference in 
which he stated shipments to Europe were improving, but domestic 
stocks of crude were below the safe minimum level for national se- 


*M. J. Rathbone, February 19, 1957. 
* Ernest O. Thompson, February 15, 1957. 
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curity and a 250,000 barrel a day increase in Texas output would help 
tremendously. 

On February 5, 1957, ODM Director Flemming stated that ship- 
ments to Europe were below expectations and resulting in a severe 
crisis for that area, and on the same day Secretary of State Dulles 
told a press conference that United States shipments had fallen short 
of hopes but the lag was not alarming. | 

On February 7, 1957, at a press conference the President is reported 
to have replied to a question on oil for Europe as follows: 


QUESTIONED ABOUT OIL 


William McGaffin of the Chicago Daily News. Mr. Presi- 
dent, sir, the United States has been lagging on oil deliveries 
to Western Europe, one reason being that the Texas control 
board has not O. K.’d a setup in production in Texas. Ac- 
cording to latest reports, Great Britain is down to about 2 
weeks’ oil supply. In view of the threat which that repre- 
sents to her economy, do you plan, sir, to do anything about 
the situation ? 

Answer. Well, of course, there are certain powers given to 
the President where he could move into this—to the whole 
field of State proration. I think the Federal Government 
should not disturb the economy of our country except when 
it has to. On the other hand, 1 believe that the business con- 
cerns of our country, the people that operate the tanker lines, 
the people that produce the oil, and including all other 
agencies, including those of the proration boards, should con- 
sider where do our long-term interests lie. And certainly 
they demand a Europe that is not flat on its back economi- 
cally. 

So I think that our deliveries to Europe must be equal to 
all of the transportation, the capacity of the transportation 
facilities that we have. There is some oil, as you know, com- 
ing through what is called the tapline. There is some oil that 
is coming around the cape. ‘There is some coming from 
Venezuela, and there is some from ourselves. 

Now, all of this oil must flow in such a quantity as to fill 
up every tanker we have operating at maximum capacity, 
and, if that doesn’t occur, then we must do something in the 
way, first, I should say, of conference and argument and, if 
necessary, we would have to move in some other region or 
some other direction, either with our own facilities or with 
others, but it must be done. We must not allow Europe to 
go flat on its back for the want of oil, if the oil can be 
provided. 


On the basis of data prepared as of January 29, 1957, Director 
Stewart testified on February 7 before the committee that the oil lift 
for the first quarter would be only 250,000 barrels a day below Europe’s 
full normal requirements, that is meeting 92 percent of the full re- 
quirements or 86 percent of the requirements for fuel oil, 
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On February 7, 1957, MEEC representatives issued statements in 
Paris that the lift was running only at 80 percent of Europe’s require- 
ments. 

On February 13, 1957, at a press conference in New York, Mr. M. J. 
Rathbone stated that more than 80 percent of Europe’s normal require- 
ments for the first quarter for the year would be met but anything 
beyond this depended upon the weather, the partial opening of the 

ipelines and canal, and increased quantities of crude oil available in 
the United States gulf. In this connection, he stated their affiliated 
companies had made requests for additional allowable production. 

On February 14, 1957, Interior Secretary Seaton told another com- 
mittee that Europe’s oil requirements would be 80 percent. fulfilled 
in the first quarter—76 percent of its diesel fuel and distillates, 79 
percent of fuel oil, and 87 percent of motor gasoline. 

On February 14, 1957, Assistant Interior Secretary Wormser sup- 

lied the committee with breakdowns of the data submitted by 
Direstos Stewart on February 7, 1957, and again told the committee 
that the oil lift for the first quarter would meet 92 percent of Europe’s 
full requirements or 86 percent of the requirements for fuel oil. 

When Assistant Interior Secretary Wormers was asked why he 
had issued such warning statements in the face of the Interior Depart- 
ment’s estimates that they were meeting 92 pereent of Europe’s re-~ 
quirements, he repeated that this deficiency was a “crisis.” 


The CuarrmMan. You just do not have any explanation of 
this claimed great lagging of the oil lift and the crisis that 
exists and the warnings which President Eisenhower threw 
out the other day, to take Federal action if required, to as- 
sure Western European oil supply. That was February 7, 
just a week ago. 

Can you give any explanation why all of these threats are 
being thrown out when you are that close to meeting it? 

Mr. Wormser. It is still a serious fuel-oil shortage, from 
all the information we have in our Department, Mr. Chair- 
man; it is still serious enough to warra:t emergency action. 

The CHatrman. Well, even from the Economist, which is 
a London publication, under date of February 2, here is what 
they say: 

“Consumption of fuel oil by the steel industry has already 
been cut by i5, on their own. In other industries there has 
been a 10-percent reduction. Central heating has taken a 
25-percent cut and the central electricity authority has re- 
duced its relatively small fuel consumption to about 80 per- 
cent.” 

Mr. Wormser. It did indicate that; yes, sir. 

The Cuarrman. It indicates what they have done in order 
to meet their own problems, and yet, it’s a lot more than the 
14 percent that you refer to, Still you are throwing out these 
great perils all over, making the people of this country feel 
srt inet is a tremendous problem. We want to know— 
why 
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Mr. Wormser. Well, as I have indicated before, Mr. Chair- 
man, it is a serious crisis. 


Mr. Wormser repeated the need for 250,000 barrels a day stepped-up 


roduction in this country. He was asked whether he had asked any Te 
tate to increase its allowables to attain this additional production; | “r 
a 


The CHamman. Have you ever asked any regulatory 
commission of any State to increase its production to meet 
any effects of the shortage ? 

r. Wormser. No, sir. 

The Cxairman. Why haven’t you, even informally, asked 
them to do it, if you have had such a problem here, creating 
such a crisis? I 

Mr. Wormser. Well, we have left it to their own indi- 
vidual decision, Mr. Chairman. We recognize that they have 
certain responsibilities, just as we have, and we are hoping 
that they are supplied with all the information possible to 
make a decision, and we have felt that—well, it’s just not our 
business to interfere with their own activities. 

The Cuatrman. Even though there is a national crisis 
affecting our national security, as you have said ? 

Mr. Wormser. Yes, sir. 

The Cuatrman. A national crisis affecting our national 
security and you do not feel that it is your responsibility, 
or your Department’s or the Government’s responsibility to 
suggest to those that there be just a slight increase to meet 
that crisis? 

Mr. Wormser. Well, presumably they have information 
_ would acquaint them with the picture, domestically, 
and— 

The CHatrman. Mr. Secretary, you are charged with the 
responsibility in your office there, when there is a national 
emergency, to take affirmative action, are you not? ( 

Mr. Wormser. Yes, sir. : 

The CuHatrman. And you say that a national emergency : 
existed, made the statement that it was a national emergency, 
there is a crisis, the program is lagging. Now you tell us 
that you did not think it was your business, meeting your 
responsibilities, to suggest to any State commission that a 
few thousand barrels increased production would meet that 
program ? 

Mr. Wormser. I am not so sure it would have been wel- 
come, to have made the suggestion; because of the divided 
sovereignty. 

The Cuatrman. At the expense of becoming a little un- 
popular with some of these State groups, and to meet a 
national emergency, don’t you think it would have been 
appropriate for you to have suggested to some of them— 

r. Wormser. I have been in hopes right along that we 
could establish mutual satisfactory means of cooperation, sir. 

The Cuamman. Well, I think you could have. I think you 
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could have, and there is a lot of other people who, I believe, 
feel the same way about it.” 


On February 15, 1957, Commissioner Ernest O. Thompson of the 
Texas Railroad Commission testified that at no time had any Govern- 
ment official in Washington requested that the commission permit 
addition production. He went on to say: 


We received this week the estimate for March, it was 3,- 
800,000. So even the Bureau of Mines which is part of the 
Department of the Interior have dropped their sights on 
Texas crude requirements 350,000 barrels a day this week in 
their estimate for March 1957." 


In addition, he commented: 


Mr. O’Hara. General, do you feel that in this picture that 
perhaps there was something of hysteria in the consideration 
of the demands which were made upon this country for the 
furnishing of oil to Europe? 

General Tompson. I certainly do. 

Mr. O’Hara. Do you feel—what was your comment? 

General Tuompson. I think there was a lack of informa- 
tion. Very little information put out. Just scareheads. 


On February 19 following an appeal issued by Defense Mobilizer 
Flemming to State regulatory bodies to increase permitted produc- 
tion by 300,000 barrels a day, the Texas Railroad Commission in- 
creased the daily allowable production for March by 210,000 barrels 
over the February daily production. In terms of allowables the 
March quota was on the ‘a of 18 days’ production from most fields 
compared with 15 days in February. The request for 18 days pro- 
duction schedule again was led by Humble Oil & Refining Co., and 
supported by Magnolia Petroleum Co., Sinclair, Texas, and Gulf. 

On February 19, 1957, Mr. M. J. Rathbone, president, Standard 
Oil Co. (New Jersey), told the committee that a little better than 
80 percent of Europe’s normal requirements were being met, and 
again stated that the ability to meet Europe’s full requirements de- 


“Mr. Stewart affirmed the statement that the Department had not asked for any 
increase in State allowables, in this colloquy February 7, 1957: 

“Mr. Rocers. Has there been any request of the Texas Railroad Commission to offer 
any solution or to make any recommendations or recommend action with relation to open- 
ing some of those wells in Texas? 

“Mr. STEWART. Mr. Rogers, we have made no formal appeal of any kind, at any time, to 
the Texas Railroad Commission as a body. 

“Mr. Rogers. Well, now, f see say as a body. 

“Now, what about the individual members; have any of them been requested, Mr. Stew- 
art, to go into this problem and to view it and try to help solve it, from the standpoint of 
the production that is available in Texas? 

“Mr. Stewart. I have had extensive discussions with two members of the Texas Rail- 
road Commission several times. At no time did I presume to suggest to them what the 
board should do, but I undertook to give them all of the factors that I could that had 
a bearing on our overall problem, and to ask them what they thought might be done not 
alone with respect to Texas but other States, to meet suply problems. 

“We have had several of those discussions, beginning last September, but we have made 
no formal approach to the Texas Railroad Commission. 

“Mr, RoceRs. When was the latest one of those discussions? 

“Mr. STewarT. The latest that I had in my own right was the first week of December, 
but I had other men who were in Texas and who knew the facts. I have had them talk 
to them as late as within the last 10 days or 2 weeks. 

“Mr. Rocers. But there has been no formal request or petition of any kind presented 
to the Texas Railroad Commission for anything such as an upping, or an allowance of 
increases in production? 

“Mr. STEWART. That is correct.” 


*The Bureau of Mines Monthly Forecast No. 261, issued March 29, 1957, places esti- 
mated market demand for April for Texas production at 3,075,000 barrels per day. 
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pended, among other things, upon the availability of more crude oil 
in the United States gulf. On February 20, in response to a question 
concerning the effect of the action of the Texas commission in in- 
creasing March allowables, he said : 


Mr. Rarurone. I don’t think, Mr. Springer, that the 
figure of 250,000 barrels a day additional needed oil for 
Europe will meet their full requirements. I think what it 
will meet is their essential requirements for heavy oils and 
fuel oils and not their full requirements for gasoline. 

Mr. Sprincer. Now, the statement made by Mr. Wormser 
and Mr. Stewart—and I asked this of both repeatedly in 
2 or 3 separate questions—they said, “Yes,” additional supply 
of between two hundred and two hundred and fifty thousand 
barrels would meet the normal requirements for Western 
Europe. That is correct? 

Mr. Rarupone. Yes. 

Mr. Sprrncer. Is there any reason why Western Europe 
should not get the normal supply in the next 2 or 3 months? 

_ Mr. Rarusone. I see no reason why they should not; no, 
sir. 


On March 19 the Texas Railroad Commission reduced the April 
quota to 15 days’ production, or a cut of some 224,000 barrels from the 
level set in March. At the hearings during which press reports stated 
that the lower production allowables were requested, Commissioner 
Ernest O. Thompson asked Mr. J. A. Neath, chairman of Humble Oil 
& Refining Co., if he didn’t think the commission made a mistake. the 

revious month in boosting March allowables by 210,000 barrels a 

ay from the February level upon advice of purchasing companies 
and Federal officials, and Mr. Neath replied: “I must admit that you 
did.’ 

After reviewing the record, the chairman on March 20, 1957, asked 
Mr, Hallanan what Mr. Hallanan thought had prompted these state- 
ments that the oil lift to Europe would fail and minimum safe do- 
mestic stocks jeopardized unless production allowables were raised 
in the United States. 

Mr. Hallanan stated: 


Mr. Chairman, I have had no official contact with the oper- 
ations of the Middle East Emergency Committee. I have 
known, in a general way, as to what their objectives were, 
and frankly I was somewhat disturbed and surprised at some 
of the statements that were made in the first instance, that 
the domestic oil industry had fallen down in meeting the 
European requirements. 

Later, I think as a matter within a few days, that fear or 
whatever prompted the statements were corrected, and the 
industry was put in a proper light. 

Now, I think there is this factor which entered into the 
situation: They did not want anything but crude to be sent 
to Europe, and at that time when gasoline rationing was 
put into effect, it was thought that it would be desirable to 
have the European buyers take a percentage, at least, of gaso- 
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line and other products along with the crude. But there was 
opposition to that from the European purchasers, and to that 
extent there was some misunderstanding between those who 
were handling the situation on this end and those who were 
handling it abroad. 

However, I think in view of the record that has been made, 
and the fact that it is recognized that the European needs have 
been supplied to an extent of about 90 percent, that the record 
speaks for itself and that the American oil industry has done 
a splendid job in taking care of the emergency situation. 

The situation apparently has gone to the point where they 
no longer are looking to us for supplies because it was in 
recognition of that fact that the Texas Railroad Commission 
cut back their production by substantially a quarter of a mil- 
lion barrels the next month of April. 

Is that any enlightenment to you? I don’t know if that is 
helpful to you at all, but it is about all I can give you, Mr. 
Chairman. 

The Cuatrman. Well, I think it makes the record, as you 
say, and the facts speak for themselves. 

Mr. Hatanan. That is right. 

The Cuarrman. That was our objective, to make a record 
on that so that the facts can be studied. 

Mr. Hatanan. I think as the record stands now it will be 
recognized that there was some preliminary alarm expressed 
that was not justified at the time. 


CONFUSING STATEMENTS OVER EFFECTS ON EUROPE 


On January 27, 1957, Assistant Interior Secretary Wormser stated 
that the economic effects of the oil shortages on vital industries of 
Western Europe were critical and that “the reduction in supply of oil 
for power and heat—namely, distillates and fuel oil—threatens to 
have the most severe impact” and “shortages of distillates and fuel 
oils directly and adversely affect vital health, industrial and employ- 
ment activities.” 

On February 14, 1957, Mr. Wormser was asked concerning the actual 
impairment of Europe’s industries : 


Mr. WititaMs. Just one question—it is getting down to 
just how serious this crisis is, if a crisis exists. 

Do I understand that of all their needs of some 3,200,000 
barrels, actually they are short about 250,000 barrels a day? 
Isn’t that what the estimated shortage is at the moment, that 
is, the estimate for the first quarter ? 

Mr. Wormser. That is the estimate for the first quarter, Mr. 
Williams; yes, sir; in round numbers. 

Mr. WituramMs. What would happen, Mr. Wormser, if they 
need to get that 250,000, in Europe; just how bad a crisis is 
this? 

Mr. Wormser. Well, I would say some factories would shut 
down, or some that are shut down would continue shut down; 
some homes would be cold probably. 
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When »ressed for evidence supporting the contention of drastic 
effects on Europe, Mr. Wormser said he felt that he would like to 
direct that question to the State Department who was keeping abreast 
of the situation. The information supplied by the State Department 
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Mr. Wiiu14Ms. Just what do you base that on, Mr. 
Wormser? Is thata guess, or is that based on facts that you 
have available to you? 

Mr. Wormserr. I think we have evidence, or can present 
evidence, on that score, Mr. Williams. 

Mr. WituiaMs. If you have evidence of it and facts to pre- 
sent on that score, then you should be able to tell us approxi- 
mately what percentage of Europe’s production would be cur- 
tailed if they fail to ge this 250,000 barrels. 

_ Mr. Wormser. Yes, sir; we can estimate that for you, too, 
sir. 


for the record was as follows: 


The overall shortage of about 250,000 barrels per day in oil 
supplies (for the area west of Suez) during the first quarter 
of 1957, estimated by MEEC, reflects a deficit of about 14 
percent in internal requirements for fuel oil. The entire 
shortfall in this product must be borne by local consumers, 
since virtually all bunkering requirements have to be met in 
full. However, the effects of these deficits have been softened 
by withdrawals from stocks, improved efficiencies in use, and 
the substitution of other fuels. After allowance for these 
factors, the impact on industry, heating, and employment is 
as follows: 

1. On industry.—The expansion of industrial production 
in the CEEC countries had begun to level off prior to the 
Suez crisis. Preliminary data for the last quarter of the year 
indicate no significant change in output. In only a few cases, 
notably autos, have there been substantial cuts in production 
due to restrictions on oil use. Because of the oil shortfall 
estimated for the first quarter of this year, expected incre- 
ments to production may not materialize in certain industrial 
sectors. Overall industrial output is likely to remain at sub- 
stantially the same level, in contrast to an annual average 
rate increase in Western Europe of over 7 percent during the 
period 1950-55. 

2. On heating.—In order to minimize the impact of the oil 
shortage on more essential uses in transportation and in- 
dustry, governments have cut heating-oil supplies consider- 
ably. Heating use of oil will continue to be restricted sub- 
stantially with resultant inconvenience to consumers who 
cannot shift to other fuels. 

3. On employment.—Oil shortages have resulted in little 
change in employment except for the auto and associated 
industries. Some reductions in overtime working have re- 
sulted and short-time employment has been instituted. Labor 
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shortages in most European countries have led employers 
to maintain work forces against resumption of fuel supplies. 
No appreciable changes in employment are likely to develop 
as a result of oil deficiencies during the first quarter. 


On this same subject, Mr. M. J. Rathbone told the committee on 
February 19, 1957, that he did not feel there was any existing crisis 
in Europe: 


The Cuarrman. Well, to answer the other question, which 
I think you have answered, then you do not feel that there is 
any existing crisis at the moment in Western Europe? 

Mr. Rarusone. Yes, sir; that is completely correct. I 
think that as of today there is not a crisis in Europe with 
— to oilsupply. There is discomfort and there is worry 
and concern about the future, and I think that unless we can 
have a larger supply of oil available to Western Europe in 
the future than we are currently supplying them, that that 
could very well result in very serious economic and social 
situations for them. As of today, I don’t think so. 


Mr. Rathbone referred to the continuing rate of growth in Europe’s 
demand for oil, which had averaged 14 percent over past years and 
the fact that the current demand was 14 percent above that of a 
year ago. 

On February 15, 1957, Commissioner Thompson was asked whether 
he felt that a shortage of 14 percent of fuel oil constituted a crisis and 
he replied: 

General Tuomrson. Well, let’s see, now. In Europe, they 
don’t have a hundred percent run by oil. 

Mr. Sprincer. We will say 14 percent of those, then, that 
are operated by oil. 

General THompson. They run, about 24 percent use oil, 
about 24 percent for energy; and 14 of 24 percent is not a 
very big percentage. 

Mr. Serincer. Would you consider that a crisis? 

General THomrson. No; I wouldn’t. 


The September 1956 report of the Organization for European Eco< 
nomic Cooperation compares— 


That in 1955 oil provided about 18 percent of Europe’s energy 
requirement compared with 74 percent by coal, 1 percent by 
natural gas, and 7 percent by hydroelectricity. The corre- 
sponding figures for the United States were about 44 percent 
for oil, 26 percent for coal, 25 percent for natural gas, and 5 
percent for hydroelectricity. 
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Inland consumption per capita, oil products and total energy OEEO zone 



































Total energy ex- The ratio 
Oil, in kilograms ! pressed in kilo- of oil to 
Percent grams of coal Percent total 
increase increase | energy, 
total = 
1948 1955 1948 1955 100 

ON i Siete eeteaiel 723 1, 127 56 2, 190 3, 000 37 56 
aCe ne 431 1,113 158 2, 470 3, 770 53 44 
PO cidatenidenigiciaesaans 373 711 91 2, 690 4, 200 56 25 
[PE I | 251 620 147 1,810 2, 500 38 37 
Belgium-Luxembourg..-------- 167 434 160 3, 670 4, 140 13 16 
United Kingdom.__............ 251 419 67 4, 360 4, 950 14 13 
ON 196 412 110 1, 660 2, 120 28 29 
Netherlands... 2. ...<s0kcccus 229 408 78 1,730 2, 310 34 8 
WRN hk sccahntinncégtSstinn dado 145 357 146 1 860 2, 620 41 20 
NE i ciaccttdsdcs cheatbindteenmseied dee 153 326 113 (2) 1, 260 (2) 39 
Os cbt de oka tbadsdtwneds 56 237 323 1, 320 1, 800 36 20 
CO 42 194 362 2, 090 3, 210 54 9 
WaOEe . cbse Li. cccusbbbaccuds 57 197 246 510 890 75 33 
Gs peice Ot 96 143 49 170 290 71 73 
or Te 65 105 62 230 340 48 47 
DOMOGS 5-0 onic qcddahens- 18 | 50 178 (2) 250 (2) 36 
OEEC average........----.---- 133 | 392 | 127 | 32,000 | 2,560 328 | 18 
United States 2................- | 2,000 | 2, 600 | 30 | 8, 000 8, 100 Sie cu 





1 Excluded natural gas. 

2 Not available. 

3 Approximate. 

Note.—Conversion factor: 1 ton oil products=1.5 tons coal. 


Source: Tables 4 and 6, Oil, the Outlook for Europe, OEEO, September 1956. 


The share of oil in Europe’s total energy balance sheet may thus be 
regarded as relatively modest even though increasing rapidly in recent 
years, but it is even more modest in the case of individual countries 
such as the United Kingdom where inland consumption excluding 
bunkers amounted to 13 percent, France to 20 percent, and Germany to 
9 percent. In 1955, the United Kingdom consumed 25 percent of the 
total inland oil products consumption of the 17 OEEC countries, 
France consumed 18 percent, and Germany 12 percent. 


III. Crupe Om anp Propuctrs Price INCREASES 


Inasmuch as in the process of executing the program to meet 
Europe’s oil requirements, there occurred an increase in the price of 
crude oil, followed by product price increases, the committee inquired 
into the circumstances attending such action. It is appropriate here to 
summarize the testimony developed i in the course of the hearings. 


INCREASE INITIATED BY HUMBLE OIL & REFINING CO; 


On January 3, 1957, the Humble Oil & Refining Co., a subsidiary of 
Standard Oil Co. (New Jersey), raised the price of crude oil in the 
various areas where they post prices by from 25 to 45 cents a barrel, 
the average of 35 cents making : a total price of $3.20. 

In the next 8 days this was followed by increased posted prices for 
crude oil by other buyers in the United States, and generally by prod- 

uct price increases averaging some 1 cent a gallon. The price for 
Venezuelan crude oil also has risen in proportion to the price increases 
in the United States, but the price in the Persian Gulf has not risen.” 


®M. J. Rathbone, hearings, February 20, 1957, 
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EXPLANATION OF HUMBLE’S ACTION 


Tn his appearance before the committee, February 19 and 20, Mr. 
M. J. Rathbone, president, Standard Oil Co. (New Jersey) outlined 
the reasons for the price action by its affiliated company, Humble Oil 
& Refining. 

The crude-oil price increase that occurred January 3, he stated, was 
the result of two things: 


Mr. Mack. I share the concern of some of my colleagues 
about the means of establishing the price. And if we can 
get down to the last price increase, was that based on the 
limited supply or was it based on this very involved cost-price 
ratio? ; 

Mr. Rarueonr. You are speaking now of the crude-oil 
price increase 4 

Mr. Mack. Yes. 

Mr. Rarneone. The crude-oil price increase which 
occurred in the early part of January was basically the result 
of two things. 

First, was the long-term cost justification in that there 
had been no increase in the price of crude oil for about 314 
years and that the cost of tinding and producing crude had 
gone up materially in that 314-year period. 

It had gotten to the point, as I mentioned yesterday where 
there was very little doubt in the minds of a great many ex- 
perienced people in the oil industry that it had reached a 
level whether the cost of finding new oil supplies as compared 
to the price at which oil was being sold was completely in- 
adequate to support for the future the proper exploratory 
efforts. 

And that is the situation which could only lead to a decline 
in the amount of oil, the reserves of oil, which would be 
available to our country. 

That is the long-term justification for it. 

On the shorter term basis it was the question of supply 
and demand. There was a very large demand for erude oil 
for the European market which was unsatisfied. And the 
Humble Co. who initiated this price increase on the 3d of 
January had exhausted every effort that they could make to 
find additional supplies of oil to meet the demand of the 
Jersey affiliates who were trying to get oil to ship to Europe, 
They had bought all of the oil they could buy from storage. 

They had encouraged other people who nominated for ad- 
ditional amounts of oil to be currently produced to do so, 
and told them that if they did they would buy the oil off of 
them. 

All of these things had failed to bring out the additional 
amounts of crude oil that were needed. And they felt that 
the last thing that they could think of that might encourage 
the availability of additional crude supplies was a higher 
price. 

So they posted a higher price. 


23009°—58 H. Rept. 85-1, vol. 1——107 
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The increase in product prices, Mr. Rathbone stated, naturally fol- 
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lowed: 


Mr. Rathbone stressed the increased cost of finding oil in the United 


When crude-oil prices increase, refiners must try promptly 
to recover the increased cost of this raw material which rep- 
resents about 75 percent of the total cost of all refined prod- 
ucts. There is simply not enough profit margin in oil refining 
to absorb any substantial rise in crude-oil prices. So when the 
price of crude went up, product prices followed. 

It is pertinent to point out that the average price of regular 
grade motor gasoline in 50 major cities in the United States 
was 21.6 cents in 1954 and it was the same figure—21.6 cents— 
in 1956. Average Federal and State taxes add another 8.8 
cents to present prices at the pump. 

The recent 1-cent increase in gasoline price represented less 
than 5 percent of the ex-tax price. During this same 3-year 
period, our major domestic refining and marketing affiliate, 
Esso Standard Oil Co., experienced rises in the cost of steel, 
machinery, freight and many other items, as well as several 
wage increases. I do not think that this situation is generally 
understood. The fact is that refiners have absorbed almost 
every added cost for nearly 4 years and were unable to ab- 
sorb an increase in crude cost on top of that. Competitive 
market conditions may prevent refiners from recovering 
added costs at times, but, in the long run, product prices 
must reflect increases in costs and provide a reasonable return 
on the investment. 

Obviously, any price increases must meet the test of a com- 
petitive market. In this particular case the price increases 
for products, other than gasoline, have held. But in several 
areas the higher gasoline price has not. In certain cases, in 
fact, the entire increase has been eliminated by competitive 
market forces. 


LONG-RANGE JUSTIFICATION FOR PRICE INCREASE 


States: 


In this connection, I should like to direct atention to the 
fact that, until the crude-oil price increase of a few weeks 


ago, there had been no general increase in the price of crude 


oil for almost 4 years. Meanwhile, the per barrel cost of find- 
ing and developing oil reserves in the United States had con- 
tinued to rise. By last year it had reached a point where, 
in the judgment of experienced oilmen, the price at which a 
barrel of crude was being sold was no longer suflicient to 
meet the cost of replacing that barrel through new explora- 
tion and discovery. 

It is not surprising, therefore, that many producers, par- 
ticularly the smaller ones whose output in the aggregate 
is so important to our total supply—probably amounting 
to some 53 percent of total production—had been voicing re- 
juctance to sell their oil at what they regarded as an inade- 
quate price. 
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The price of crude oil is important not only from the view- 
point of the consumer, the mdependent oil producer, and 
the major company, but also from the viewpoint of the na- 
tional interest. For if the price is not sufficient to encourage 
continued adequate exploration and development, America’s 
economic health and security can be hurt. 


The increased costs of finding and producing oil were set forth at 
considerable length on March 20 by Mr. Walter Hallanan, president, 
Plymouth Oil Co. : 


If we are to have sufficient reserves to meet the enormously 
increased demands of the future, especially of any emergency 
that may come to our door, we must keep alive the incentive 
for these pioneers to assume the unusual hazards of drilling 
exploratory wells—a hazard that has increased from year to 
year. 

That incentive is lacking today. It has been erased by ris- 
ing costs, inadequate price and the threat of continued year- 
to-year increases in imports of cheap foreign oil. The effect 
of this squeeze upon the domestic oil producer is beginning 
to be reflected in an alarming decline in the number of new 
wells being drilled. * * * 

If you will take a look at this first chart, gentlemen of the 
committee, you will note that since 1947, the price of crude 
oil has advanced only 18 percent, while oilfield labor is up 
61 percent, oilfield machinery 5 percent, line pipe 126 per- 
cent, alloy casing 93 percent, and carbon casing 83 percent. 

Since June of 1953, the crude-oil price has advanced 10 
percent, while in the same period oilfield labor has gone up 
15 percent, oilfield machinery 20 percent, line pipe 40 percent, 
alloy casing 39 percent, and carbon casing 28 percent. 

In addition to higher material and labor costs, there are 
other factors that have added greatly to the cost of finding 
and producing oil in the United States. In the first place, the 
demand for petroleum products has increased 62 percent 
since 1947, and, in order to keep pace with that growing de- 
mand, the industry has had to spend ever-increasing amounts 
in drilling operations. 

I now invite attention to another chart. You will note 
that from 1947 to 1956, the number of wells drilled annually 
has increased 76 percent. However, that figure does not tell 
the full story. Because of the greater depths to which it has 
been necessary to drill in the last few years, the actual foot- 
age increased 109 percent in that 10-year period. * * * 

You will note that while annual crude production in- 
creased 53 percent from 1946 to 1956—from 1,700 million 
barrels to 2,600 million barrels—production expenditures 
were not up a mere 53 percent, nor even a hundred percent or 
200 percent. In the same period these expenditures went up 
246 percent—from 1,300 million to 4,500 million. The ex- 


penditures per barrel of production were up 121 percent, or 
from 78 cents to $1.72 per barrel. * * * 
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With further reference to gasoline prices, I invite your at- 
tention to the fact that increase in cost of this product dur- 
ing 1956 over the average for the 3-year period, 1947-49 
inclusiv e, was only 14 percent. I do not have the exact fig- 
ure as to the average gasoline price, following the recent 
increase which ranged from one-quarter cent to ‘cent a gal- 
lon, but even after it is taken into considexgtion, the total 
increase over the 1947-49 figure would be less than 25 per- 
cent, and far below the average increase in all other com- 
modities. 

This is figured on the average price to consumers at the 
service stations, exclusive of Federal and State taxes. It 
should not be overlooked in this connection that the qual- 
ity of the product has been vastly improved, with the result 
that a gallon of today’s gasoline produces vastly more power 
and energy than the product of 10 years ago. * * * 

When it is related to purchasing power, the price of 
gasoline is really cheaper today than in 1948. In that year, 
year, regular grade gasoline, including taxes, sold at the fill- 
ing station pump for 25.9 cents per gallon. The hourly wage 
of employees in nan factoring industries was then $1.35, so 
that 1 hour’s pay purchased 5% gallons of gasoline. 

Today the filling station eite of recular gasoline, includ- 
ing tax, is 3114 cents, but with the 1957 average hourly wage 
of § $2 o. hour’s pay now buys 614 gallons. It ‘should be men- 
tioned also that the octane level of gasoline has been sub- 
stantially increased since 1948. 


That on the basis of increased costs a price increase was “overdue” 
was also testified to by Messrs. Stewart and Thompson. 


SHORT-RANGE JUSTIFICATION FOR PRICE INCREASE 


With all witnesses testifying that, in their opinion, a price increase 
had been warranted for some time on the basis of costs, the committee 
turned its attention to the timing of the increase during the exigency 
of the interruption to the normal flow of oil to Europe. 

Mr. Rathbone indicated that the European situation had a bearing 
on the price increase: 


Mr. Wotverton. May I call your attention to a sentence or 
two on page 7 of your statement: 

“When our largest domestic producing affiliate, Humble 
Oil & Refining Co., found that it could not obtain all the 
crude oi! we needed for European shipment either from its 
own production and inventories or from purchases at the pre- 
vailing price, Humble concluded that, in view of the long- 
term justific ation for a higher price due to higher costs, the 
only way by which the needed additional supplies could be 
secured was to offer to pay a higher price.” 

Does not that seem to convey the thought then that the 
Suropean situation resulting from the closing of the Suez 
Canal did have a direct bearing on the increase of price to 
the consuming public? 





© Hearings, February 7, 15, 1957. 
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Mr. Ratupone. Yes, sir. I do not think there is any ques- 
tion about it. I think, as I said a while ago, that a crude 
price rise would have occurred in this country, irrespective 
of the Suez crisis occurring, but as I further went on to say, 
there were a number of factors which were acting to deter 
such a rise which the Suez Canal crisis tended to eliminate.™ 


Mr. Rathbone developed his reasons why the increase had not come 
earlier : 


Mr. Wotverton. The next question I was going to ask, if it 
was long overdue, what was the basic reason that brought it 
at this particular time, instead of an earlier date when it 
did become due? 

Mr. Rarueone. In my opinion, there were probably four 
major factors or reasons why a price increase in crude oil did 
not come sooner. 

Of course, other people may have other reasons, but these 
appeal to me as being important in answer to your question. 

I think one of the reasons was that there has been widely 
discussed and talked about in this country the fact that we 
had anywhere from a million and a half to 2 million barrels 
a day of surplus productive capacity that was readily avail- 
able to open the valve and come out into production. 

The oil emergency resulting from the Suez situation showed 
that that isnot true. We probably do have something around 
a million and a half or 2 million barrels a day of capacity to 
produce more oil in this country at the oil wells, but we cer- 
tainly do not have anything like that capacity available to 
market it because of the limitations on transportation. 

So that I think that the general discussion through the 
industry and the public and in the legislative areas, also, of 
this large surplus capacity to produce was a deterrent effect 
as I think it would be in any industry to a price rise. 

Certainly, another point that was a deterrent factor was 
large stocks both of crude and of products. Stocks had 
accumulated above ground for both crude and products in 
what were generally considered to be excessive levels, ex- 
cessive amounts. 

Those stocks certainly of crude and distillate fuel have 
been going down to normal working levels in all of the areas 
where they are available for tanker shipment. 

I think another thing that had some effect on it was the 
import question, the import of oil into the United States, 
that had been proceeding at a rate that many people felt was 
too high for some time. 

And the combination of all of these factors, in my opinion, 


was the basic reason why an oil price increase had not occurred 
earlier. 


In answer to a question whether the timing of the price increase in 


January had been affected by the allowable rates of production by 
State agencies, Mr. Rathbone said: 





1M. J. Rathbone, February 19, 1957. 
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Mr. Hesexron. I would like to go a little further into this. 
It arises out of this increase you mentioned this morning in 
the allowables by the Texas Railroad Commission * * * 
[to 3,733,054 barrels]. 

I was struck particularly about the paragraph with refer- 
ence to the reason for the increased price by your affiliate 
Humble. 

I call your attention to the phraseology, “So Humble after 
exhausting its resources concluded to pay a higher price for 
it was the only way by which its crude oil supplies could be 
secured. 

“So Humble posted a higher price.” 

My impression was that had there been an increased allow- 
able they could have purchased the crude and would have 
done so. 

Was that not a fair inference from that statement ? 

Mr. Ratueone. No, sir. I think that had there been more 
generous allowables earlier that it might have had some effect 
on the timing of the crude price rise, because it is very ob- 
vious, as you have just pointed out, that if you had all of the 
crude that you needed, that at least one of the factors w hich 
I have recounted to you as justifying a higher crude price 
would not have been applicable. 

I think it would have affected the timing, although I do 
not think that as I have said several times before, that in my 
own personal opinion there is any question that we would 
have had to look at a higher crude price in 1957, but I think 
the timing was affected by several things. 

Mr. Heseuron. May I ask you if you believe if the allow- 
able in January had been 3,733,034 barrels, would there have 
been an increase in price by Humble? 

Mr. Rarugone. As I say, I think that it would have had 
an effect on the timing. The chances are that the price in- 
crease would not have come on the 3d of January.* 


As to the timing of the increase, Mr. Hallanan stated: 


Mr. Hattanan. I think the increase in price was long over- 
due, and as I have said before, I think there was great restraint 
shown by the oil industry in not increasing the price sometime 
before it was done. 

Certainly every economic factor justified it. 

Mr. Witt1ams. By the same token, do you feel that the 
emergency in Europe may have hastened the increase in price 
to any extent, or is there any relationship? 

Mr. Hatranan. It may have had something to do with the 
exact timing of it. It may have hastened it a few days, but 
certainly it was not the factor that brought around the in- 
crease in the price of crude.*® 


® Hearings, February 20, 1957, 
*% Hearings, March 20, 1957. 
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On the other hand, Commissioner Thompson said : 


Mr. Wotverton. You don’t know whether that price in- 
crease would have been justified at an earlier date than that 
when it was announced. 

General THompson, Well, if I had to give an opinion, I’d 
say it is long past due. 

Mr. Woxverron. How long past due would you feel that it 
had been ? 

General THompson. The last price increase was in 1953, 
I believe it was. 

Mr. Worverton. Was there any significance in the fact that 
the price increase did not come until ‘after the Suez Canal 

General THompson. Not to me. 

Mr. Wotverton (continuing). Closing had happened ? 

General THompson. Not to me, sir, but we had ample crude 
in Texas. That is where the increase came, in Texas. 





PRICE OUTLOOK 


Mr. Rathbone indicated that a price drop could not be looked for 
following the amelioration of the Suez situation: 


Mr. Wotverron. I take it from what you say then that 
even though the Suez situation was settled, and the pipe- 
lines were opened so that the oil comes both ways from the 
Near East to Europe, that we could not look for any drop 
in price as a result thereof to our American consumer ? 

Mr. Rarusone. Yes, sir. That is exactly right. 

I would say this, Mr. Wolverton, that we have, in my 
opinion, no alternative, except to import excessive quantities 
of foreign oil into this country. 

And I do not think we want to do that for our national 
security and the national welfare. 

I think a reasonable amount of imports into this country 
is good and desirable. I think an unreasonably high level 
of imports would be very undesirable. 

And if we are not going to have an unreasonably high 
level of imports we do have to have domestic industry that 
can continue to go ahead and make the supplies available 
that we need.*® 

Mr. Hallanan stated a further increase could be justified : 

Mr. Hartanan. But I still think that crude oil is under- 
priced, based upon the cost of finding it and producing it, 
even with this last 25-cent increase. 

Mr. Heseiton. You described it as wholly inadequate and 
modest. What I want to get on the record is—what do you 
think is adequate, reasonable, and fair ? 

Mr. Hatianan. Well, I think another 50 cents a barrel—— 

Mr. Hesetton. For crude? 


% Hearings, February 15, 1957. 
® Hearings, February 19, 1957. 
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Mr. Hatxianan. Increase would be completely justified. 
Mr, Hesetton. When ? 
Mr. Harianan. Any time we could justify it by the 
demand.** 
IV. OsservaTions AND CoMMENTS 


THE OIL LIFT TO EUROPE 


It appears that the oil lift to Europe has been eminently successful. 
During November _ December 1956, 92 percent of Europe’s normal 
needs are stated to have been met. During first quarter 1957, 92 per- 
cent of normal requirements are estimated to have been met, and at the 
close of the quarter, and during second quarter 1957, Europe’s full 
norma! requirements are estimated to be met. 

In view of the terrific dislocations in normal transportation move- 
ment to Europe caused by the closing of the canal and pipelines at the 
end of October, when Great Britain, France, and Israel took military 
action against Egypt, a movement then amounting to some 214 million 
barrels daily, the success of the suddenly enforced alternate operation 
cannot but be hailed as a stupendous achievement on the part of the oil 
industry. 

The magnitude of the accomplishment merits greater recognition 
when it is appreciated that the supply ratio attained is measured 
against estimated full normal requirements, requirements augmented 
by increments for Europe’s everburgeoning use, requirements undis- 
counted by stock drawdowns, rationing, or subsequent realized clement 
weather. 

The widely publicized statements of alarm over shortcomings in 
the lift during the early part of the first quarter, many of which 
emanated from Government sources, confusing as they may have 
seemed at the time in the light of the then actual figures on perform- 
ance, have become no more comprehensible with enlightenment that 
the target was 100 percent of normal demand despite the rationing 
reportedly instituted, and that it in actuality was so closely being hit. 

Nor were the statements issuing both in Europe and in Gov ernment 
circles here at the same period on the existence of a crisis in the in- 
dustrial production of Europe resulting from failure to receive even 
greater quantities of oil from this country understandable at the time 
they were being made when weighed in the knowledge that Europe 
is only in smal] measure powered through use of fuel oil, and tradi- 
tionally has placed greater reliance upon coal, that the claimed short- 
age at most was only an amount no greater than the projected in- 
crement in use this year over last, that refinery runs there were also 
adjustable to produce more fuel oil and less of the gasoline of which 
they had a supply of some 110 percent of demand, and that there had 
been some stocks upon which to draw. The reasons prompting such 
statements are now even less credible since the Department of State, 
to which the administrators of the oil-lift program have said the 
looked for information on the critical nature of production abro 
is on record that production had not been appreciably impaired, and 





* Hearings, March 20, 1957, 








PETROLEUM SURVEY 43 


a responsible official of an American international oil company that 
actively and effectively participated in meeting Europe’s oil require- 
ments stated no crisis existed at that time. 


OIL-PRICE INCREASES 


It appears that during the past few years, during which there had 
been no increase in the price of oil, there has been an increase in the 
costs of finding, developing, and producing oil in the United States. 
It is regrettable, however, that regardless of any long run justification 
arising from the economics of cost there may have been for an increase 
in the price of oil, the price increase early in January of this year 
appears to have been timed to take advantage of the Middle Kast 
“crisis” and the demand for domestic oil for export to Europe. 


THE MIDDLE EAST AND EUROPE 


The situation in which we have found ourselves these past few 
months, namely an interruption in the supply of Middle East oil to a 
Europe which had programed enlarging dependence upon it and the 
turning to Western Hemisphere sources to alleviate the deficits, is one 
to which the committee adveied 9 years ago in its analytical report 
on the objectives and effect of the European recovery program in the 
petroleum field, and the United States financial participation in that 
program.** 

Indeed that report is sufficiently pertinent today that much of it is 
here incorporated as part of the observations we now would make. 


It is clear, however, that in any plans or estimates, the 
greater utilization of the Middle East as source of supply is 
contemplated. ‘The crude resources in the Western Hemi- 
sphere cannot supply both the increased demand in the West- 
ern Hemisphere and the requirements of the European re- 
covery program, ‘There is not available crude for the present 
and proposed European refineries to operate upon unless 
Middle East crude-oil supplies are made available to them. 

The attainment of the needed additional production in the 
Middle East involves new wells, local refineries, and pipelines, 
or tanker capacity equivalent to the projected lines, and addi- 
tional tankers for transportation to Europe. 

The preservation of existing facilities and the consumma- 
tion of the large expansion contemplated may be accom- 
plished only if there is peace in the Middle East. The gravity 
of the situation and precariousness of the potentialities of 
this area as a source of supply have been presented to the 
committee in testimony by the Ambassadors to Great Britain 
and Iraq, the Director of the Office of Near East and African 
Affairs, representatives of the military services, officials of the 
Standard, Socony, and Arabian-American oil companies, and 


* Fuel Investigation, Petroleum and the European Recovery Program, H. Rept. No. 1438, 
80th Cong., February 27, 1948. 


* Terry Duce, January 30, 1948; also Max Ball, December 12, 1947, and other industry 
and Government representatives before the committee. 
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others. Illustrations have been given of incidents already 
influencing adversely the construction program, especially of 
interruptions to pipeline construction schedules. Concern 
has been expressed over their extension. 

It is not at all clear what reliance can justifiably be placed 
on the continuation and expansion of this source of supply, 
at least at the amounts and within the times indicated. 

ES 2 * * * 


In the total energy balance of these countries, oil has always 
layed a much less prominent role than it has in the United 
States. In view of the uncertainties as to supply, it appears 
that this may not be the time for encouragement of any large- 
scale conversion in European countries from coal to oil. This 
would appear true, for example in France, in the conversion 
of railway power from coal to oil; in Greece, in the alloca- 
tions of gas oil and fuel oil to industrial use; in Portugal, in 
the conversion of the fishing fleet to motorboats and oil-burn- 
ing trawlers; in Holland, in conversion to motorboats and 
tugs on the inland waterways; in Italy, in expansion of 
motorships; and in various countries in the expansion of 

highway transportation.*® 

* * * * * 


The committee has not undertaken to ascertain whether ad- 
ditional coal production in European countries could be pro- 
gramed under the recovery plan, nor whether adequate im- 
ports from the United States may be feasible. Nor has the 
committee attempted to evaluate the result in an emergency 
of an increased Europe dependence on petroleum either from 
their own or our point of view. 

* * * * * 


The State Department arrives at a conclusion that even 
assuming the Eastern Hemisphere expansion projects are 
completed on schedule, “it will still be difficult if not im- 
possible to supply all of the needs of an expanding world 
economy, especially in the case of heavy oils.” It suggests 
that the ratable distribution of anticipated deficits in this 
category be distributed on a worldwide basis, with resulting 
minor effect on European requirements.*° It further sug- 
gests that should Middle East oil be unavailable on the basis 
now estimated, in the review of European petroleum require- 
ments which then must be made, consideration would be given, 
among other factors, to the possible reduction in nonessen- 
tial fuel consumption in other areas.” ** 

The committee has not undertaken to determine the prac- 
ticability or advisability of meeting deficits in European 
supplies through pro rata distribution of supplies available 





® State Department detailed analysis of the CEEC estimates for the petroleum require 
ments of the participating countries and their dependent overseas territories, fiscal 1949 
through fiscal 1952, supplied to the committee February 19, 1948. 

“ Commodity Report G, p. G—26. 

“Letter of Robert Eakens, acting chief, Petroleum Division, State Department, Febru- 
ary 25, 1948. = 
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in the Western Hemisphere. Inasmuch as the United States 
is the major consumer of petroleum products, outside of Eu- 
rope, renner this country would bear the major share 


of any such distribution of European and worldwide 
deficits. 


The situation which we again may face if hoped for reversion to 
normal transportation channels through the Suez and Mediterranean 
is consummated, with respect to the renewed av ailability of Persian 
Gulf oil not only to Europe but also to the United States and the 
redirection of Caribbean oil from Europe to the United States, the 
anticipation of which has had a bearing upon the situation these past 
few months, also was aptly described in a committee report on petro- 
leum imports some 7 years ago.** 

Again we take occasion to incorporate certain comments made in 
that report as the observations we would make at this time. 


It is apparent from the general presentation herein made 
that plans for worldwide expansion of petroleum facilities 
and production will accentuate the problem of disposal of 
output in the world markets. The problem is further com- 
plicated by matters of foreign governmental exchange re- 
strictions impeding the operation of free competition in the 
world markets. 

This problem of disposal of world petroleum output, from 
the facts herein presented, obviously eventuates into a prob- 
lem of the amount of petroleum which should be imported into 
this country. 

The problem of the rate of United States imports obviously 
involves serious considerations. 

One is that increasing imports are having a substial, and 
may have a grave, impact on the domestic oil industry.** 

Another is that imports, particularly of residual fuel oils, 
for some time, have supplied a substantial part of the market 
along the Atlantic Seaboard, which expanding market, it 
is stated, in 1948 and 1949 might not have been supplied in the 
absence of such imports.** 

* %* * * * 


Also, the extent to which our current requirements should 
properly be met by reliance upon supplies from foreign 
sources, must be viewed in the light of the supply require- 
ments in time of war or any other possible future emergency. 

Furthermore, our import trade is tied into our foreign 
policies and our relationships with the countries affected. Of 
the complexities of this phase of the problem of coping with 
imports, arising from the nature of our international trade 
policies, and the character and scope of our foreign trade 
treaties and agreements, this committee is well aware.*® 





42 Petroleum Study, Petroleum Imports, H. Rept. No. 2055, 8ist Cong., May 15, 1950. 

48In the committee’s examination into the problem of its preliminary field study in the 
Southwest, it was met with the general assertion that imports already were of serious 
consequence to Texas production. Amarillo, April 28 and 29, 1950. 

“ NPC report, supra, pp. 7, 22. 

«Full and informative testimony was given by Edward Martin, General Counsel, U. 8S. 
Tariff Commission, hearings, March 31, 1950, on present treaty obligations, covering oil 
and products, and on various provisions of such agreements permitting United States 
action where conservation matters are involved. 
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The committee is equally conscious, however, of the fact 
that the only definite petroleum policy which so far appears 
to have been determined is that a strong and healthy domestic 
industry must be maintained and preserved to meet the needs 


of our expanding domestic economy as well as those of any 
emergency. 


MATTERS FOR FURTHER CONSIDERATION 


To have a strong and healthy domestic industry ready to meet the 
needs of an emergency when reliance cannot be had on foreign sup- 
plies, we must face considerations of providing adequate incentives 
for the continued exploration for and finding of new oil reserves. 

It is obvious from the testimony that it is becoming increasingly 
difficult and costly to locate new discoveries, and the search for them 
has been attended by diminishing rates of success. We now are con- 
suming oil at a greater rate than we are finding new fields, although 
through more efficient and effective methods we are recovering more 
from known fields than we did formerly. We cannot detract, there- 
fore, from providing these incentives needed to aid the search for the 
reserves demanded by times of emergency. One such detraction pres- 
ently appears to be the presence, or the potential, of imports from the 
much more prolific reserves and, assumedly, even greater yet untapped 
resources that exist overseas. 

It can be, and as has been, argued, of course, that under conditions 
of higher domestic costs and less return therefrom, it is only proper 
economics to meet our own current energy requirements through the 
utilization of more of the lower cost foreign oil. It has been suggested 
that the same emergency considerations would entail the maximum 
effort toward importations during noncritical times for current use, 
with accompanying storage for emergency use, the best storage being 
stated to be right in the ground.** To some extent the argument has 
cogency. 

On the other hand, it is but false economy from our national secu- 
rity point of view to permit foreign imports to bulk so large in our total 
supply if they cannot be relied upon with any degree of assurance, and 
if their presence or potential is such as to cause deterioration of our 
ability to count upon our own domestic supplies being ample when we 
must have them. 

Somewhere there is a proper balance of supplementing rather than 
supplanting imports; of costlier and less fruitful search for domestic 
reserves with the availability of vast quantities in the fields abroad. 

It is certain that whatever more or less permanent dependence is 
placed on any given level of imports, such dependence must be with 
reasonable certainty of their continuation. Such dependence requires 
consideration, as well, of the means, adequacy, and uninterruption of 
transportation. Such dependence requires consideration, in any event, 
of a normal, healthy, maintained domestic industry.** 

We have seen the necessity of determining the degree of reliance 
that justifiably can be placed upon foreign supply sources, such as 





4?See also Fuel Investigation, Current Petroleum Outlook, H. Rept. No. 2460, 80th 
Cong.. August 13, 1948. 
‘ ° 
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the Middle East, not only for the United States, but also to Europe, 
for recently all too clearly we have witnessed how a misplaced reliance 
by others on their sources of supply quickly can affect us. We have 
seen in the past the problems created by the absorption capacities of 
foreign markets to take a rapidly expanded foreign supply, and can 
appreciate the difficulties that in the future again may attend the 

resence of an overwhelming foreign supply arising from stability in 
the Middle East. 

This sharpens up an element, perhaps the most important element, 
in the committee’s continuing survey of petroleum resources and de- 
mand. Contributing to, stemming from, and interlocking with a con- 
tinuing reliable flow of oil adequate to meet the world’s demands, is 
the nature of our political policy, as well as our petroleum policy, re- 
garding the Middle East. 

To the internal stresses then bearing upon peace in the Middle East 
referred to in our previous reports of 1948 and 1950, we have had evi- 
denced more sted 8 the threat to stability there occasioned by accentu- 
ated Communist activity. The need thus is highlighted for the most 
careful and thoughtful attention to, and national determination of, 
the right policy to be pursued in that area. 

While this preliminary report is primarily submitted to set forth 
the data developed in committee hearings relative to the success in 
meeting the oil requirements of Europe under the conditions created 
by the closing of the Suez Canal, we cannot but be mindful of the 
larger and more far-reaching implications of the broad principles and 
policies that must obtain. These are matters for further study and 
recommendation by the committee and eventual decision by the Con- 
gress, because they have direct consequences and a vital bearing upon 
our own domestic resources and economy. 

In the development of the data on the oil lift to Europe amid the 
multitudinous confusing statements that have been made these past 
months, the committee necessarily has looked into and been confronted 
with a number of collateral issues. For the most part, at this juncture, 
these have not been full explored, let alone resolved, nor their effect 
determined upon the methods and success of the oil lift, or their con- 
tribution to the confusing and conflicting statements that have been 
made. While it is unnecessary herein to dwell upon the testimony in 
these matters in order to indicate the commanding success of the oil 
lift to date, it is appropriate, however, to designate them for what 
contribution their resolution ultimately may make to an understand- 
ing of what may lie ahead or what action may need to be taken: 

1. The nature of the operations of MEEC and their efficacy com- 
pared with earlier cadivieal company efforts; the initial composition 
of the MEEC with representatives of only the international oil com- 
panies; the review of MEEC operations accorded by competent Gov- 
ernment agencies; and the extent and desirability of the waiver from 
application of certain statutes to such operations by a voluntary in- 
dustry group created pursuant to the authority of the Defense Pro- 
duction Act; 

2. The positions on price by the MEEC, Department of Interior, 
and Office of Defense Mobilization ; 

3. The ramifications in foreign and domestic supply sources and 
foreign and domestic markets of the operations by certain companies 











48 PETROLEUM SURVEY 


which participate substantially in both production and marketing not 
only in the United States but also in most areas of the globe, and the 
reconciliation of their interests with and contribution to, our national 
and foreign policies; 

4. Agreements, understanding, or practices regarding the utiliza- 
tion of sterling crude oil for marketing products in Europe as affect- 
ing the oil lift, and the payment for dollar oil; 

5. The decision that the fuel lift to Europe be an oil lift; and the 
reasons prompting the decision to export crude oil rather than prod- 
ucts from the United States to permit European refineries to keep 
running; 

6. The continuation of a much higher than programed oil flow on 
the long tanker route around the cape, and the continuing flow of oil 
from Venezuela to the United States at the time oil was being lifted 
in the United States for Europe; 

7. The effect of the reopening of the Suez Canal and pipelines, and 
the restoring of normal transportation facilities, upon both Eastern 
and Western Hemispheres; 

8. The effect of restrictions on intercoastal carriage by foreign-flag 
tankers; 

9. The tanker construction program. 

The recitation of items warranting and receiving further attention 
by the committee would not be complete without also mentioning 
several more subjects that appear to be of significance to the commit- 
tee’s further survey. 

It is apparent also that national interest demands certain produc- 
tion capacity that is available at the time it is needed. We have pro- 
ceeded upon the basis that we have had a standby capacity of some 2 
million barrels daily, but here again recent events have shown that pro- 
ductive capacity is not too meaningful unless accompanied by adequate 
transportation facilities. 

Tt further would appear that national interest would dictate a cer- 
tain level of minimum safe stocks of crude oil and products, as well 
as stocks reasonably safely stored. Recent events have raised ques- 
tions of how far we have reached a determination of what such mini- 
mum stock level should be. 

Concurrently, consideration also is fitting of the greater impetus 
that may be given or desirable to development of supplies closer at 
home in the Western Hemisphere, as Canada and Mexico, where there 
can be more reliance on transportation accessibility. 

In the considerations of supplies adequate in time of emergency 
and to meet the needs of an expanding economy, it also may be propi- 
tious now to devote more attention to the development of liquid fuels 
from oil shale or hydrogenation of coal as alternate sources to the seem- 
ingly increasing costly national petroleum liquid reserves. 

These general comments on petroleum matters have been made 
here by the committee not by way of any definitive conclusions reached 
at this stage of its survey, but rather to indicate some of the scope of 
the committee’s further examination into petroleum. The subject is 
receiving alert and vigorous attention by your committee, which will 
continue to keep the House informed of the progress of its survey. 
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